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UNITED STATES OF AnEReA 


EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
PERSONNEL BY DEFENSE INDUSTRIES 


TUESDAY, JULY 7, 1959 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 

The subcommittee met at 10 a.m., Hon. F. Edward Hébert (chair- 
man of the subcommittee) presiding. 

Mr. Hézerr. ‘The committee will be in order. 

Members of the committee, the Chair desires to make the usual 
formal statement before we hear the Secretary. 

This morning we open a hearing on the laws and regulations gov- 
erning employment and activities of retired military, naval, and 
Federal civilian personnel after Government service, and particularly 
when employed by defense contractors. 

Probably the understatement of the year is to remark that the at- 
mosphere surrounding this inquiry is surcharged with genuine public, 
legislative, and executive concern. 

The problem reveals itself in a setting of confused decision on choice 
of weapons, changes in weapons, changes in the whole process of 
weapon procurement; a mad scramble for place instead of the healthy 
competition for a free choice on merit. 

The President of the United States has expressed concern at the 
turn of events; and his words however mild must be viewed with 
concern, because of his superior knowledge of the race for weapon 
preference. The House and Senate are aroused. There has been a 
ground swell of Members, concerned over the impact of so many 
military and civilian officials suddenly employed by competing 
weapons producers. 

The Appropriations Committee and the House withheld possible 
action because of the inquiry now undertaken by this subcommittee. 

So when the chairman of the Armed Services Committee of the 
House, Mr. Vinson, ordered full speed on this inquiry by this sub- 
committee, I suggest that it is a mandate from Congress and from the 
people to gather the facts, review the laws and regulations—their 
adequacy and their enforcement—and to give an answer to fears and 
concern which are deep rooted. 

The professional soldier, however honorable his code, has always 
been set upon by those with the baser instincts in mind. 

From the anguished cry of the father of his country at the ex- 
ploitation of patriots, through the time of the junker and the muni- 
tions vendor, there has always lurked in the minds of a democratic 
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2 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


people the gloomy and forbidding shadow of baneful and sinistep 
influence for profit instead of the honest defense of liberty. 

That is why, I suggest, that the American people are alarmed and 
aroused at what they see and what they hear today about the conduc 
of our weapons procurement and about the alleged conduct of some 
military men who depart the ranks of defense for lush places on the 
payrolls of defense contractors. 

Each of the service academies teaches the highest principles of con. 
duct and responsibility. Cadets are placed upon their honor to 
avoid discredit to the service to which they aspire and upon the co 
of which they are a part. Character is fashioned by strict personal 
discipline to reflect itself in inspired leadership. This leadership, J 
suggest, should be displayed not only in battle but all through com. 
missioned service. 

Others whose characters have been molded in the ranks have like. 
wise been drilled in the high responsibility of commissioned officers 
of the United States. 

I think the public has a right to expect more of those who wear 
the uniform. Any person, I suggest, whose status is to represent 
his countrymen has a greater obligation to them than does an indi. 
vidual citizen in his personal and private relations. I merely suggest 
that high standards of personal conduct more surely becomes those 
who are in the public service. 

In some of the comment which the subcommittee has observed there 
has been resentment expressed because the subcommittee asked for 





the amount of retired pay received and the salaries paid by defense | 4 
unde! 


contractors. 


The use made of the money of the United States must be known to 
every citizen, if he so desires. 


I observe this about retired pay of the military: It is paid froma | 


fund to which the officer has contributed not a penny from his pay. 
The only like situation is the Federal judiciary, whose pay is not 
docked for retirement benefits. All other Federal retirement bene- 
fits, such as for Members of Congress, the civil servant, and the wage 
earner requires payment into the retirement fund. 

Members of Congress publish a complete statement of what they 
expend for clerk hire, for postage, and everything else. This is right 


and proper. The House has always done that; the Senate has now | 


joined. 

This subcommittee itself issues a full statement of expenditures 
from a certified mail stamp to salaries; and every 6 months that state- 
ment appears in the Congressional Record. 

There should be no privacy concerning Federal money. 

Where additional income is derived from Government. contracts, 
this, too, is Government money and the taxpayer is entitled to know 
who he is supporting and what becomes of that money. 

So, lest there be any suggestion that this is an invasion of privacy, 
let it be very emphatically stated that the only money we are asking 
about is public money, who gets it, and for what. 

It is only by this means that the subcommittee can evaluate the 
services rendered, the duties performed, and the relationship existing 
between officer and contractor. 

We are to learn from this inquiry the extent of what I shall call “the 
problem area.” 
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RETIRED PERSONNEL IN DEFENSE INDUSTRY 3 


First, the number of officers in grades from major and lieutenant 
commander through the top brackets actually employed in defense 
industries; where they are employed; what their duties are; what 
their compensation is. 

We must weigh these facts as reported and the answers as given in 
the light of the individual disclosures. 

I can say to you now that, as of this moment, the survey has covered 
80 percent of the field. The balance will be completely shortly. It is 
our hope that this be as nearly a 100-percent survey as is humanly 

ible. 

The same procedure is being followed with respect to Federal civi- 
lian officials. Bear in mind, of course, that the situation with respect 
to these officials is different from those of retired military personnel. 

But it is the aaa for or the possibility of influence which 

rompts our including all within this inquiry, and I add that includes 
aes Members of Congress as well. There is no distinction to be 
drawn. 

Now, a word about laws and regulations. We will have with us this 
morning the Deputy Secretary of Defense, Mr. Gates, who will speak 
for the Secretary of Defense and in the name of that Department. 
We shall want to hear from the Secretary his views with respect to 
existing laws, their adequacy and enforcibility; and the experiences 
of the Department in their operation. We will present a comment by 
the Attorney General, Mr. Rogers. 

I think I may summarize the situation, succinctly, by saying that I 
am not aware of more than two cases where prosecutions have been 
undertaken under the existing criminal statutes. 

I think even a casual reading of the statutes will indicate that there 
is great confusion about the criminal statutes; and whether or not it 
would be possible to prosecute under any of them. 

We must have statutes which will define the offense and reach the 
culprit. There must be clarity, if clarity is at all possible. 

he Navy Department in a guide published for its retired person- 
nel, makes this observation : 

Of all the laws mentioned in this pamphlet, these criminal statutes are the 


most ambiguous, and it is often extremely difficult to predict with any degree of 
certainty whether the proposed activities will violate these provisions. 


There are other nonpenal statutes which make certain actions “un- 


fusion; and they, too, must be reexamined. 

Again, in the case of the Navy Department, a special statute bars 
retirement payment to any naval officer, however long retired, who 
sells war materiel to the Navy Department, so long as he sells such 
materiel. The Army and the Air Force are restricted for only 2 years. 

And, finally—and this seems inexcusable after 12 years of so-called 
unification—the regulations dealing with the retired personnel, both 
civilian and military, are not the same in the three services. 

We shall ask the Secretary to address himself to that subject. 

T assure everyone that we enter upon this duty with no precon- 
ceived ideas of what the facts may be; and with no predetermined 
notion of what should or should not be done. 

Up to now, to my observations at least, we have been dealing in 
broad generalities and new specifics. The questionnaires will cman on 
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the specifics; and for what is not disclosed or is doubtful in the ques. 
tionnaires, we shall hear the answer from the individuals themsely 
little and big, great and small. This probe concerns everyone in the 
classes named without regard to rank or place. 

Neither do I venture to forecast what may emerge, either in the 
way of testimony or in the way of recommendations. From what | 
have said earlier, it must be apparent that the present situation jg 
confused; and from the generalities indulged in public comment, it 
is equally apparent that the scope of the problem has not yet been 
determined. But while the situation may be difficult, we will not 
permit ourselves to be forced into frantic or fanatical action. 

The innocent will not be harmed but the venal will be sought out, 





Public confidence must be restored with facts and with remedies for | 


faults that may be found. We will not shirk that duty, however long 
it may require us to sit. 

We are dealing with two very elusive subjects; and with definitions 
not now in existence. 

What is “selling” as defined in the laws and regulations? 

Is the man who signs the contract or who carries the “order book” 
the one who “makes the sale”? What constitutes negotiating for 
sale? Which one of the many persons working for a company manv- 
fotuting a weapon and offering it for sale actually sways the de- 
cision ¢ 

We must determine whether they are capable of definition. Asa 
part of this study, we must determine what and where and how, if 
any, influence is exerted. And influence can be both good and bad, 
What is the dividing line? Where is that line in military decisions? 
What means are employed to exert influence, and what can be done 
to stop it, so that military decisions can be arrived at impartially! 

The American people recoil at influence because it offends their 
sense of fairplay and causes decisions to be made on something less 
than the merits of the case. 

What of the advertising by defense contractors? And what of the 
images fashioned by the man iri the gray flannel suit with new job 
descriptions and deceptive titles for what is actually being done? 
Who finances these programs? Who profits by them? Do the mili- 
tary or civilian officials of the military department encourage these 
pressures? We shall want to know something about that subject. 
Congress has legislated on this subject at various times in the past 
hundred years; and in the time of some of us, since 1896. 

Opinions have divided on what should be done. Bills have fre- 
quently contained prohibitions concerning military and civilian off- 
cials. The laws which we are considering in this inqury date vari- 
ously from 1948, 1953, and 1956. 

So I think it is apparent when coupled with the events of the past 
few years, with heavy pressures for weapons selection in a Darton 
field and the large fndiitration of defense contracting concerns wit 


retired ranking military and civilian officials, it is time that the 
whole subject be laid bare. 

Now I have said that we will have to call some individuals. I 
want to emphasize that, the fact of an individual being called is not 
an indication that the subcommittee has arrived at an opinion con- 
cerning him. There is no inference to be drawn from the summoning 
of any individual to tell the facts to this committee. 
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RETIRED PERSONNEL IN DEFENSE INDUSTRY 5 


We want only full facts or clarification of facts, partially known. 
We will be pulling back the shroud to get a look at the truth, the 
whole truth, and nothing but the truth. 

Once we have determined the facts, we will be confronted with 
matters of propriety, ethics, and morality, to say nothing of the other 
subjects I have mentioned earlier. This, to say the least, will not be 
an easy inquiry to conduct. 

For myself and for the subcommittee, I want to thank the many 
editorial commentators for the understanding they have shown of 
the difficulty and delicacy of this task. 

We must shield the innocent; we must be sure that no retired mili- 
tary or civilian is denied the profitable use of his talents, when no 
jonger needed in the public service and we must expose any who may 
be found to have degraded their calling and the honor and integrity of 
the Government they have served. 

The innocent have nothing to fear; the guilty have everything to 


ar. 

Mr. Hess. Mr. Chairman. 

Mr. Hesert. Mr. Hess. 

Mr. Hess. I want to compliment the chairman on a very fine and 
complete statement, which I think covers this subject matter quite 
fully. I sincerely trust that in the conduct of these hearings we will 
not be swayed by a lot of hearsay testimony, and that when state- 
ments are made we will tie the witness down and find out directly 
from him what the information is that we seek. 

Tam glad to note, too, that the chairman hasn’t mentioned partisan- 
ship in this hearing, and I certainly trust that it will be free of any 
partisanship. 

This is a very, very important hearing, and it should be conducted 
on the highest plane possible. 

I sincerely trust that each one of the members of the committee will 
keep an open mind and not prejudge the matter until all of the testi- 
mony is in. At that time the committee may sit down, deliberate, 
and decide whether or not legislation is necessary to correct any evil 
that we might find or any situation which does not seem proper. 

Mr. Héserr. Thank you very much, Mr. Hess. 

Now, any other member of the commitiee cares to comment, feel 
free to do so, 

Mr. Wrnsreap. Mr. Chairman, I would just like to say that you 
well expressed the purpose of this hearing, and I fully agree with you 
and wish to compliment you on a clear statement of what we are 
seeking to do. 

Mr. Hérert. Mr. Gavin? 

Mr. Gavin. No comment. 

Mr. Hénert. Mr. Price? 

Mr. Price. No. 

Mr. Hésertr. Mr. Norblad? 

Mr. Norsiap. No. 

Mr. Héperr. Mr. Hardy? 

Mr. Harpy. Mr. Chairman, I just want to make this observation. 

I think it should be understood that the committee is just as con- 
cerned with making certain that the talents of retired personnel are 
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continued to be available to the total welfare of the country, on q 
“i basis, as in ferreting out abuses which may have occurred, 

r. Héserr. I think that is the temper of the committee, My. 
Hardy, and the members of the committee—may I further say this: 
I have been in this Congress well nigh on 20 years. Mr. Hess hag 
been here longer than I have. I have participated in and conducted 
many investigations, but there has been no investigation that I found 
a committee to approach with such solemnity, individually and ¢ol. 
lectively, as this particular inquiry. We have discussed this matter, 
as you know, informally on several occasions. We are determined 
that this is going to be, in the calmness of the time in which we gather 
in this room, ool with due solemnity—we are only interested in facts, 
We draw no conclusions until the end of the hearings. 

I again repeat, we do not intend to deprive the country of brains 
of retired military, but we do intend to find out if there exists any 
influence peddling by former military or former civilian employees 
of the Government. 

I should also suggest, too, that the committee take cognizance of 
public statements made by reputable individuals, and that the in- 
nari ang making such a statement be called before this committee to 
explain. 

I do not limit that entirely to the military, but I expand that into 
the field of the news media—radio, television, and the newspapers, 
because they do influence a great deal of the people, and many times 
general statements are made by well-known writers which are not 
specific in nature but which I think could be made specific if the 
country is to be informed. 

I repeat for the sake of emphasis, that I recognize the field we are 
dealing in—morality, ethics, and propriety. I have said on other 
occasions, and I repeat now, that God in his infinite wisdom with the 
Ten Commandments couldn’t regulate morality, and I certainly don’t 
intend to be the man to play God. 

Now, members of the committee, we will set the ground rules before 
we hear from Mr. Courtney. We will follow the same rules that we 
followed in the airframe industry, whereby the witness will be 
allowed to present his statement without interruption from any 
member of the committee. The Chair will not recognize any member 
of the committee to interrupt the witness unless he has completed. 
At that time—— 

Mr. Gavin. That includes the chairman, too, I presume. 


Mr. Hésert. The chairman is bound by the rules the same as any | 


other member of the committee, and he hopes the other members of 
the committee will abide by the rules. At which time our general 
counsel, Mr. John Courtney, will examine the witness. We then shall 
proceed to an examination by the members of the committee, allowing 
10 minutes to each member, first beginning with my left, the ranking 


Republican, to the ranking Democrat, and down the line until we have | 


completed, and then a member who has not exhausted his inquiry 
again can follow in that order until we have completely completed the 
hearing. 

The hearings this week will continue until probably Friday. On 
tomorrow we will have the Members of Congress. We have invited 
the Members of the Congress who are interested in this subject to 
present their views and give us the benefit of their knowledge. 
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Next week we will be compelled to recess these hearings in order 
to resume the hearings on procurement. We are under orders from 
the chairman to conclude that oe So we will do that next week. 
We will revert to this subject the following week and have in the 

le that we deem proper to present testimony. 

Now, members of the committee, before we present Mr. Gates, I un- 
derstand we have an interchange of communications between the 
Attorney General of the United States and the chairman of the com- 
mittee. Mr. Courtney, would you read that communication, 

Mr. Covrrney. Mr. Chairman, a letter from the Attorney General 
on this subject, dated July 6, 1959, and addressed to the chairman: 


This is in reply to your letter of July 6, 1959, requesting information per- 
taining to the existence of limitations upon the activities of retired military 
and former Government personne! in dealings with the Department of Defense. 

As you are, of course, aware there are a number of statutes affecting the 
private activities of present and former Government personnel, Certain of 
these affect retired military personnel. The two statutes which are of broadest 
jmpact upon retired officers dealing with the Department of Defense are 18 
U.S.C. 281 and 283. Although both statutes except from their prohibitions in- 
active retired officers of the Armed Forces of the United States, both contain 
provisos subjecting retired officers to limited restrictions. The proviso to sec- 
tion 281 provides : 

“Nothing herein shall be construed to allow any retired officer to represent any 
person in the sale of anything to the Government through the department in 
whose service he holds a retired status.” 

The section 283 proviso reads: 

“Nothing herein shall be construed to allow any such retired officer within 2 
years next after his retirement to act as agent or attorney for prosecuting or 
assisting in the prosecution of any claim against the United States involving the 
department in whose service he holds a retired status, or to allow any such 
retired officer to act as agent or attorney for prosecuting or assisting in the 
prosecution of any claim against the United States involving any subject matter 
with which he was directly connected while he was in an active-duty status.” 

In addition, former employees in any agency of the United States, “including 
commissioned officers assigned to duty in such agency,” are prohibited by 18 
U.S.C. 284 from prosecuting in a representative capacity claims against the 
United States involving any subject matter directly connected with which such 
persons were employed. The prohibition extends for 2 years. 

Each of the foregoing statutes, of course, affect and limit retired officers of 
the Armed Forces in their dealings with the Department of Defense and the 
individual service departments. Section 284 of title 18 affects former civilian 
employees as well as former commissioned officers assigned to duty in a Federal 
agency. 

In addition, section 99 of title 5 makes it unlawful for “an officer, clerk, or 
employee in any of the departments,” to engage in certain representative activ- 
ity involving the Government within 2 years after his employment. This statute, 
which contains no criminal penalty, would affect former civilian employees of 
the Department of Defense since it has been construed as applicable to the ex- 
ecutive departments specifically named in 5 U.S.C. 1 (40 Op. 294, 296 (1948) ). 
Under certain conditions section 99 might apply also to a retired officer of the 
Armed Forces formerly employed in the Department of Defense. (See 31 Op. 
AG. 471 (1919)). In appropriate circumstances, therefore, 5 U.S.C. 99 may be 
regarded as imposing limitations upon retired military and former civilian per- 
sonnel in matters involving the Department of Defense. 

The foregoing statutes are in the form of outright prohibitions against cer- 


_ tain activity upon the part of retired officers and other former employees. The 


private activities of retired officers are also affected, however, by various 
statutes affecting their right to retirement pay. For example, 5 U.S.C. 59(c) 
prohibits payments from appropriations in any act to a retired officer who within 
2 years after retirement engages in the “selling or contracting for the sale of 
negotiating for the sale of to any agency of the Department of Defense” or 
certain other agencies “any supplies or war materials.” Retired officers of the 
Regular Navy and Marine Corps are denied retirement pay at any time during 
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which they are engaged in selling “naval supplies or war materials” to the De 
partment of the Navy (10 U.S.C. 6112(b) ). 

The foregoing does not purport to be a comprehensive statement of all 
statutes which may limit the activities of retired officers of the Armed Forces 
or former Government personnel, Moreover, each of the military departments 
has issued pertinent regulations on the subject of conflicts of interest, and hag 
published guides to assist retired personnel. 

Sincerely yours, 
WILLIAM P. Rogers, 
Attorney General. 

Mr. Hérert. Now, members of the committee, we are prepared to 
hear Hon, Thomas S. Gates, Jr., who is an old friend in a new posi- 
tion. We knew him as Secretary of the Navy and at his retirement 
we said the Service had been better for his service as Secretary of the 
Navy. 

Mr. Secretary, as Deputy Secretary of Defense, the committee wel- 
comes you today. We appreciate your appearance here to speak for 
Mr. McElroy, the Secretary of Defense. We hope our association 
in the future will be as pleasant as it has been in the past. 

Now, Mr. Gates. 


STATEMENT OF DEPUTY SECRETARY OF DEFENSE THOMAS §. 
GATES, JR. 


Secretary Gates. Thank you, Mr. Chairman, for your very gen- 
erous remarks. 

Mr. Chairman and members of the committee, I have only a few 
wor 's to say in introduction, and I say those in behalf of the officers 
of all services. I welcome the opportunity to meet with you to dis- 
cuss the complex conflict-of-interest situation. Secretary McElroy is 
out of town, but I can assure you of his personal interest in the sub- 
ject. Iam here in his place, and shall be glad to answer to the best 
of my ability the questions which the committee may wish to pose. 
Other defense witnesses will be available as the committee desires to 
handle technical or legal phases of the subject. 

I want to make it clear to the committee at the outset that the De- 
partment of Defense does not in any way condone any violation of 
the laws relating to the conduct of retired officers and former per- 
sonnel of the Department. We would regret very much if the con- 
duct of individual officers or former employees were to create any 
doubt of their good judgment or of an abuse of their position. We 
would regard any improper use of influence or friendship as repre- 
hensible. 

However, my principal purpose in being anxious to appear before 
you is to emphasize equally our conviction that those retired officers 
who are now employed in private enterprise are making a significant 
and perhaps irreplaceable contribution to national defense and the 
industrial capacity of this country. As this subcommittee knows, an 
increasing number of fine officers with many years,of expert exper! 
ence in the operation of the Department of Defense are each year 
being retired from active duty. Most of these men have the capacity 
for several more years of highly productive work. 

Many fields of employment are open to these men. Some of them 
may be able to accept certain positions with the Federal Government, 
although the dual-compensation and dual-employment statutes some- 
what hinder that course. Others have become successful teachers and 
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school administrators or have accepted positions with State and 
local governments. 

Still others have found that the chief contribution which they can 
make is to private industry, and particularly that segment of private 
industry dealing with the matters with which those officers have 
achieved a professional competence. We see no reason why this form 
of employment of retired oflicers should be forbidden to them. We 
feel that any such course would work a grave injustice not only on 
the individual involved, but also on the industry, which may well 
find that the administrative skills and the high professional and 
technical ability of the retired officers cannot be duplicated at any 

rice. 

We are of course fully aware of the legal restraints on any such em- 
ployment. The military departments have undertaken conscien- 
tiously to insure that the laws relating to the employment of retired 
officers are fully understood by them and are periodically brought 
totheir attention. ‘ 

Generally, the regulations of the military departments seek to insure 
that officers at the time of retirement are furnished information as to 
their rights and as to the prohibitions on their conduct, either by way 
of prohibitory laws or by way of restrictions on the payment of retired 
pay. Each of the services has publications which contain a summary 
of pertinent information and set forth the conflict-of-interest statutes 
in considerable detail. The pamphlets are supplemented by monthly 
news bulletins and other publications designed to keep retired officers 
fully acquainted with the interpretation of these statutes by the 
courts, the Attorney General or the Comptroller General. It is the 
position of the services that compliance with the criminal statutes is 
a personal matter and that beyond acquainting personnel with the 
laws and interpretations of them, and admonishing retired officers to 
seek legal advice when a doubtful case arises before accepting a posi- 
tion, the obligation of the services to the retired officer in this regard 
has been discharged. 

The various pamphlets, bulletins, and regulations which T have 
referred to may be made available to this subcommittee if you wish 
tosee them. I believe that the military departments in their regula- 





tions and other publications on this and related subjects have ade- 
quately informed retired personnel of the laws velitinis to their 
activities after retirement. 

' Gentlemen, in concluding, I would like to make the following ob- 
servations. With regard to the conduct of retired officers, I would 
like to emphasize that they are still members of the Armed Forces. 

They are expected to conduct themselves according to the standards 
required of officers of the Armed Forces of the United States. Indeed 
they are subject to the same provisions of law under the Uniform 
Code of Military Justice that apply to those who are still on active 
duty. On the other hand, retirement marks the completion of an 
oficer’s carrer on active duty. It is in effect official recognition that 
he has given all that is required to the service of his country unless 
heisneeded in case of war or national emergency. 

As the members of this committee well know, retirement is not an 
ndication that the officer has advanced so far in years that he is no 
lnger a useful individual. Military retirement differs from most 
‘ntirement plans. Age is not the only factor. It is true that the 
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leadership for our fighting forces must be constantly replenished with 
younger men. However, military retirement is also geared to the 
need for promotion opportunity which is so important for career in- 
centive. Therefore, many officers are in fact retired at a relatively 
early age and at a time when their children are in college and their 
financial burdens are the heaviest. 

They have and hold dear the traditional standards of officers on 
active duty. However, they are entitled to the same right as all other 
citizens to seek and engage in lawful employment and enjoy the other 
normal activities of men and women who are not in the military, 

We are discussing men and women who are separated from active 
duty with a stamp of loyal, devoted, honorable service. We are dis- 
cussing men like MacArthur, Doolittle, Bradley, Radford, Halsey, 
Ridgway, Bedell Smith, and scores who could be named, whom the 
American public deservedly hold in high reverence. We are discuss- 
ing also many fine young officers with their careers ahead of them who 
leave the military service for a variety of personal reasons. It is my 
firm conviction that our retired officers carry on into retirement the 
fine character which carried them successfully through their hon- 
orable career and in many instances through the hazards of combat 
with distinction and complete trustworthiness. 

If you recommend that improvements are necessary in law or regu- 
lations to assure full and consistent compliance with the law, it is 
earnestly requested that careful consideration be given to protecting 
the interests of these retired officers. We should avoid any un- 
warranted restrictions that would impose discriminatory handicaps 
on our retired people and seriously affect the career incentive of those 
who may join or are presently serving as officers in the Active Forces. 

I would like to add, Mr, Chairman, that I think it proper to assure 
the committee that since I have been in the Department the Secretary 
of Defense and the service Secretaries have, and I am sure will con- 
tinue, to do everything in our power to see that all contracts are let 
on a merit basis, and not on the basis of any influence. And we hold 
through the Department the contracting officers are responsible, that 
all these contracts are made in the interest of defense, and are not 
awarded on any other ba sis—friendship, influence, or anything else. 

My colleagues and I are prepared to discuss any of these matters 
which this subcommittee may wish to present to us. 

Thank you, Mr. Chairman. 

Mr. Héserr. Thank you, Mr. Secretary. 

Mr. Courtney. 

Mr. Courtney. Just a few questions, Mr. Secretary. 

Are you satisfied in the Department of Defense that the statutes to 
which the Attorney General made reference in his discussion of the 
laws relating to this general subject are sufficiently clear, or are they 
ambiguous to the point where they have become ineffective or unen- 
forcible? 

Secretary Gates. Well, Mr. Courtney, I am not a lawyer, and I 
have not tried to clarify in my own mind the ambiguity of the criminal 
statutes. 

The two statutes that I paid most attention to are the ones that the 
Attorney General referred to also—the Navy lifetime prohibition and 
the statute that has a 2-year prohibition for all the services. 
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Now, I think a good case could be made that these should be consist- 
ent. On the other hand, this is a difficult question because if you take 
one point of view, perhaps the lifetime prohibition of the Navy is a 
stronger statute than the 2-year statute. 

I am not trying to avoid your question, but, frankly, I don’t know. 
I think that this is a matter of legislating ethics and conduct, and this 
is difficult. 

I think under proper management, and in dealing with honorable 
people in the Department of Defense, that the laws in the main are 
adequate. 

r. CourtnEY. Well, now, we find ourselves with some concern at 
the statement of the Navy Department with respect to the criminal 
statutes which have been cited, in which the Department complains 
about the ambiguities, the difficulty of advice, and the impossibility 
in some instances of interpreting the statutes when requested by re- 
tired personnel. Now, speaking and addressing myself to your ad- 
ministrative responsibility, and the observations you have made as 
an administrator, what opinion have you as to whether or not the 
criminal statutes are effective ? 

Secretary Gares. Again, I don’t think I should have anything 
but very much of a layman’s personal opinion. 

Mr. Courtney. Iam speaking now as an administrator. 

Secretary Gates. The statutes are confusing, and I believe could be 
clarified. But I understand they overrun into a whole series of 
other laws. 

I do feel they are somewhat ambiguous. 

I think, as I said, that the laws that we pay most attention to 
are the two restrictive acts, rather than the criminal statutes, because 
I have been advised, and the chairman in his statement noted, that 
there have been few if any prosecutions under the criminal] laws. 

Mr. Courtney. So, then, for all practical purposes as an adminis- 
trator your observation is that the criminal statutes as they presently 
exist are not the best means of enforcement in the problem area that 
we concern ourselves with; but that the statutes dealing with retired 
payments are the more effective ? 

Secretary Gares. Yes, sir. 

Mr. Courtney. And the more easy of interpretation ? 

Secretary Gates. Yes, sir. 

Mr. Courtney. Those are the only questions I had, Mr. Chairman. 

Mr. Hésert. Mr. Hess. 

Mr. Hess. I had only one question, Mr. Chairman. 

Mr. Secretary, of course you have only been in the Department of 
Defense a short period of time, but you did have plenty of experience 
inthe Navy Department. 

Do you know whether or not an effort had been made by the De- 
partment of Defense to place regulations into effect that might apply 
toall three of the services? 

Secretary Gates. Yes, Mr. Hess. There was a directive issued some 
time ago—I can give you the exact date—by Mr. Wilson when he 
was Secretary of Defense that pertains to all services. It was issued 
in 1953. 

Mr. Hess. Has there been any attempt to enforce it ? 
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Secretary Gates. Yes. This is a fairly general directive that deals 
with the conduct of personnel assigned to procurement and related 
activities. 

Now, since the hearings before the Senate Preparedness Committee 
there has been in process the attempt to write another directive that 
would be perhaps more comprehensive, and would in effect try to 
codify the respective laws, as Mr. Courtney has read them from the 
Attorney General, in a single directive. 

This has been a difficult procedure because we are not sure exactly 
which one of these two statutes is the strongest and which one shoals 
be taken as you might say the policy of the Department of Defense, 

You can make a fairly good case for either one. And we have been 
pretty well satisfied that the services have done an excellent job of 
advising their retired officers with their individual publications. As 
a matter of fact, there is a great preponderance of retired officers 
who come voluntarily to the services and the lawyers—the judge 
advocate generals or other consultants, or go to private lawyers—to 
get advice on how to operate and what they can do. 

So the Department of Defense has been a little bit loath to issue 
a directive for uniformity’s sake when there seemed to be an effective 
system on a decentralized basis. 

I think as a result of these hearings unquestionably we will be able 
to clarify a great deal of this, and I think we ought to have a uniform 
policy in the , Department of Defense. 

Mr. Hess. “— are familiar, of course, with the rider that was 
placed on the Navy appropriation bill some years ago. 1 believe 
you were probably in the Navy Department at that time. Now, that 
applied to naval officers, but did not apply to Army officers or Air 
Force officers. 

Secretary Gates. That is right, sir. 

Mr. Hess. Now, it seems to me that when a matter of that kind is 
enacted by Congress, that it is the duty of the Defense Department 
to unify by coming forward and recommending to Congress a law 
that will treat all of the services alike; and not just have the Navy 
under one statute and the Air Force and the Army exempt from the 
statute. 

Don’t you think that would be advisable for the Defense Depart- 
ment, to suggest some legislation to Congress that might cover all 
of the services on this matter? 

Secretary Gates. Yes, I think it would be. very helpful to have it 
ona unified basis. I agree with you, sir. I think it is difficult to know 
which one to pick. But I agree it would be helpful. 

Mr. Hess. That isall. 

Mr. Héperr. Mr. Winstead ? 

Mr. Wrinsteap. No questions. 

Mr. Héserr. Mr. Gavin. 

Mr. Gavin. I want to compliment you on a very fine statement this 
morning. And T want to particularly call the attention of the com- 
mittee to what the Secretary stated : 

With regard to the conduct of retired officers, I would like to emphasize that 
they are still members of the Armed Forces. They are expected to conduct 
themselves according to the standards required of officers of the Armed Forces 
of the United States. Indeed, they are subject to the same provisions of law 
under the Uniform Code of Military Justice that apply to those who are still on 
active duty. 
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On the other hand, retirement marks the completion of an officer’s career on 
active duty. It is in effect an official recognition that he has given all that is 
required to the services of his country, unless he is needed in case of war or 
national emergency. 

And then on the next page you state: 

It is my firm conviction that our retired officers carry on into retirement the 
fine character which carried them successfully through their honorable career 
and in many instances through the hazards of combat with distinction and 
complete trustworthiness. 

Now, after these men are retired would you care to express an 
opinion that a great many of them would like to be continued in the 
grvice if it was possible to ret ain them? In many instances they 
are retired, but would like to remain. 

What is your thinking as to the officers who are being retired but 
would like to stay in the service if it were possible for them to stay 
in, rather than to go into private enterprise / 

Sec ‘retary Gates. I think, Mr. Gavin, it is true that many of them 
would like to stay in the service. The re ae oer for senior rank 
in the service is very great. I can quote the Navy figures because 
Tam familiar with them. A man has 15 percent chance—a captain— 
of making admiral. So the attrition is very high. And this com- 
mittee is well aware of the hump problem. 

So the competition is very great. And many of these people are 
involuntarily, you might say, retired. 

Others I think would be useful and could continue in the Federal 
service if it wasn’t for the controversial question of dual compenss- 
tion. 

Others who have large families face an economic problem under 
today’s circumstances, and feel, with the number of children they 
have and the expenses they have, they cannot any longer afford a 
service career. 

They may prefer to remain in the service but they feel that they 
can do better for their family outside the service. 

All of these add up to confirming what you say, that there are a 
considerable number of people who unvoluntarily, even though they 
make the decision themselves, do retire. 

Mr. Gavin. Do you think that the committee should consider the 
possibilities of extension of years of longevity, to retain some of these 
oflicers who are retiring at an early age? 

Secretary Gates. No, I don’t think so, sir. 

I have always been of the belief that under modern warfare con- 
ditions we have to have young, vigorous officers, and when you get 
into the kind of weapons syste ms we are now dealing with you get to 
apoint where this is a young man’s game. 

Mr. Gavin. What is your thinking about these men after they re- 
tire, taking positions in private enterprise ? 

Secretary Garrs. I think they make a contribution to private enter- 
prise. They supply a greatly needed technical knowledge in many 

ases, which is helpful to the Department of Defense, and it creates 
abetter understanding. If they understand the service problem they 
can make a greater contribution to industry through their profes- 
sional and technical ¢ ‘ompetence. 

I think it is a good thing for the country that a great many of 
them do eo into industry. 

44112592 
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Mr. Gavin. I have no further questions. 

Mr. Héperr. Mr. Price. 

Mr. Price. Mr. Chairman. 

Mr. Secretary, I want to say that I support wholeheartedly your 
concluding statement, that the committee should avoid any unwar- 
ranted restrictions that would impose discriminatory handicaps on 
retired personnel which would seriously affect the career incentive of 
those who may join or are presently serving as officers in the Active 
Forces. 

I think we all feel that way and we want to be certain that we 
do follow the consensus 

Secretary Gates. I have not seen the chairman’s statement, but he, 
of course, referred to the same thing. 

Mr. Price. This is your statement. 

Secretary Gates. Yes. 

Mr. Price. And J agree with it wholeheartedly. 

But the mere fact that we are here today indicates that there has 
been some concern over the possible failure to enforce laws or restric- 
tions on all activity of all . And I think it is necessary in 
order to protect the honorable status of all personnel that we do seek 
to correct any improper activities. 

The mere fact that you have criminal provisions in a law which 
are not new and have been there for some time indicates that they 
have had in the past had to deal with improper activities. And those 
are the things that concern us throughout this hearing, in order to 
protect the status of all retired personnel. 

I also realize that you are here this morning, as representative of 
the Department of Defense, rather than the Department of the 
Navy. So any question that I might propound to you here that you 
are not equipped this morning to give an answer to I hope you will 
supply it to the committee. I only had one or two that I wanted to 
ask at this time. 

Would you furnish the committee with a list of names of officers, 
senior officers or otherwise who have taken positions with companies 
that they were accustomed to dealing with in their last years of 
service ¢ 

Secretary Gares. Mr. McGuire—may Secretary McGuire answer 
that question, Mr. Price? 

Mr. Price. Yes. 

Secretary McGuire. I think we can develop that information for 
you, Mr. Brice. We have not kept this information exactly in this 
form. 

The Marine Corps asks its officers once a year to in effect file a state- 
ment as to what they are doing, which has been used more or less in 
conjunction with the checking of the pay that your counsel mentioned. 

I believe the committee has asked all of industry and we have asked, 
at the request of another Member of the Congress, companies classified 
as the hundred largest defense contractors, to send information in. 

Mr. Price. I am not certain that this question is in our question- 
naire in exactly the same form I gave it. That is the reason I am 
propounding it now. 

Secretary McGuire. Well, whatever you would like to have— 
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Mr. Price. Officers in the bureau who deal with certain companies, 
retire, and then join the swe 

Secretary McGuire. Well, whatever information you want we will 
seek to get for you. It may be that we are poing to have to write to 
each of the retired officers to bring that information up to date for 
you. And I will be glad to work with your counsel to develop the ques- 
tion that we would send. 

Mr. Price. Well, has the Navy recently queried its retired officers? 

Secretary Gates. Yes. Asa result of the Anthony decision of the 
Comptroller General, we did three things with our retired officers. 

We sent out a notice on April 20 of the decision—we, I say the wie 6 
The Navy sent out a questionnaire on May 4 to all officers retired with- 
in the last 2 years. Then we sent a ro thea of that, a rather long 
questionnaire. The answers to this are interesting and I am sure the 
committee should have them. And we will furnish them for the 
record. 

But just to highlight them for you, there were 4,206 questionnaires 
sent out, and 3,400 answers have been received. There was no vio- 
Jation of any kind on 2,663. There were three hundred and some 
cards that indicated some possible problem of a conflict of interest and 
we are investigating them with skis toens questionnaire. 

Mr. Price. You are furnishing this report to the committee? 

Secretary Garters. I think the committee would be interested in hav- 
ing these statistics when this is complete. 

Mr. Price. Now, this is more or less of a general question and would 
have to do with your own experience within the departments. 

Do you have knowledge of officers who leave, retire, and who join 
the civilian companies, who are seen around the Pentagon in the 
various offices discussing contracts? 

Secretary Gates. No, sir; I do not. I have no impression of that 
kind. 

There are officers who have retired who come in and visit with their 
friends. But we have so many contractual checks and balances with- 
in a service—in the Navy, the Chief of the Office of Naval Material, 
sits on top of the contract supervision. There is the normal reviews 
and cross-checks and balances. If they did come in and talk to con- 
tracting officers I don’t know what difference it would make. 

Mr. Price. Now, in the case of a shipyard, where the Navy is rep- 
resented by an officer known as the Supervisor of Shipbuilding—is 
that. title correct? 

Secretary Gates. Yes. 

Mr. Pricer. Do you have any cases in recent years, the last few 
years, 1, 2, 3, or 4 years, where this type of officer has left the Navy? 

Secretary Gates. Yes. 

Mr. Price. And then gone into the same shipbuilding company in 
a similar capacity ? 

Secretary Gates. I can’t recall offhand, but IT am sure that you could 
probably find instances where the engineering duty officers who were 
under a different statute, and a different requirement provision, had 
command of a shipyard and probably went into a related industry. 

Mr. Price. Is it possible for you to give us such a list for, say, the 
last 5 years or any number of years back that you want to go? 
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Secretary Gates. I would think so, Mr. Price, if it would serve 
any useful purpose. 

Mr. Price. I think it will serve a very useful purpose, to get at 
the point of the investigation of the committee. 

(Secretary Gates nods. ) 

Mr. Price. Mr. Chairman, that is all I had. 

I think that also should apply to the Air Force. They have repre- 
sentatives in the aircraft industry. If it is possible, since you repre- 
sent the Department of Defense, to get it across the board. The 
Army has factories and munitions plants. 

Secretary Gates. I think, Mr. Price, you will find many instances 
of officers of all of the services who retire and who have gone to work 
for private industry in a related field, because this is where their com- 
petence lies. 

Mr. Price. I agree with you it is natural for them to seek employ- 
ment in an area in which they are qualified. But it would be very 
interesting to know just how widespread this practice is. ; 

Secretary Gares. Yes, sir. 

Mr. Héserr. Mr. Norblad. 

Mr. Norsiap. On page 3 you say that the various pamphlets, bulle- 
tins, and regulations, may be made available to the subconuittee. 

Secretary Gates. Yes, sir. 

Mr. Norsiap. I for one would like to have a copy of some of those, 
if I may. 

Secretary Gates. Yes, sir. I don’t know how many Mr. Courtney 
already has, but if he needs any more we will have them. 

Mr. Norsiap. Fine. 

That is all. 

Mr. Hésert. Mr. Fisher. 

Mr. Fisuer. Mr. Secretary, there have been some quotations carried 
in the press of certain retired officers who formerly served in impor- 
tant positions, indicating that they had been subjected to some various 
forms or degrees of so-called undue influence by retired officers who 
had gone into industry. 

I gather from your answer to Mr. Price’s question that you, your- 
self, have felt no such attempt to exercise undue influence by retired 
officers ¢ 

Secretary Gates. No, sir. 

Mr. Fisuer. And you know of none among your colleagues in the 
Defense Department ? 

Secretary Gates. Mr. Fisher, it is hard to be specific. The chair- 
man in his statement stated “What is selling?” It is a very fine 
question. 

I have seen retired officers around the Pentagon. They come and 
visit and have lunch with me. They may work for a dozen different 
companies. 

Mr. Fisurr. I referred to undue influence. 

Secretary Gates. But they don’t come in to influence a contract. 
So I don’t know of any influence. 

Mr. Fisuer. Certainly nothing that would be violative of the sta- 
tutes and the regulations you have referred to? 

Secretary Gates. No, sir. 
Mr. Fisuer. That is all. 
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Mr. Hépert. Mr. Hardy. 

Mr. Harpy. Yes. T oak you, Mr. Chairman. 

I was glad, Mr. Secretary, that you pointed out the necessity for 
avoiding any action which would deprive competent retired per- 
sonnel from ‘finding a satisfactory way of life after retirement, and 
at the same time which would deprive the country of their services. 
I think that is an extremely important thin 

I noted also your comment ms the difficulty in legislating ethics. 
It can’t be done. I think all of us recognize that. 

Nevertheless, a question of propriety and ethics plays a pretty sub- 
stantial part in the way we live and it must be foremost in the minds 
of all of our officer personnel, whether they are on active duty or 
otherwise. 

Now, sometimes there is a pretty fine line as to what is proper and 
what is ethical and what is unethical. I don’t know how we draw it. 

But you do have a procedure for handling that when you discover 
something that is indicative of bad ethics when an individual is on 
active duty. You have a procedure for taking care of that situation ; 
don’t you ¢ 

Secretary Gates. We have, indeed, sir. We have an inspector 
general system and other ways of following up immediately. 

Mr. Harpy. In spite of the fact that it isn’t always effective, there 
isa system which is designed to promote good ethics on active duty. 

(Secret: iry Gates nods. ) 

Mr. Harpy. Now, when we get into the retired community, and 
there is an evidence of impropriety, what resource is available ? 

Secretary Gates. Well, there are the laws that have been quoted 

that are available. There is the forfeiture of retirement pay, which 
isavailable. 

Mr. Harpy. Well, let us talk about the 

Secretary Gates. And I assume that if we want to do it, there is a 
court-martial procedure that might be used. 

Mr. Harpy. Do you recall any case where it has ever been used ? 

Secretary Gates. No, sir. 

Mr. Harpy. I am thinking in terms of ethics, now, rather than of 
technical legal violations. 

Secretary Gates. Yes, sir. 

Mr. Harpy. And I was just wondering whether there was any evi- 
dence that the court-martial procedure h: id ever been employed against 
a retired officer who might have displayed poor ethics. 

Secretary Gates. I can’t recall any during my time here, Mr. Hardy. 

Mr. Harpy. Well, that is the area, of course, in which we are con- 
cerned. Because I think most of the inferences that have been raised 
recently have had to do with improprieties and bad ethics, rather 
than with technical legal violations. 

Secretary Gares. I think many of them may deal with bad judg- 
ment, rather than bad ethics. Maybe that is the same thing. 

Mr. Harpy. There, again, I don’t know how you distinguish. But 
that it seems to me is the problem area that we are concerned with and 
to try to see whether or not there is a way to cope with it. 

Do you have any thoughts as to a means for allaying suspicion of 





_ bad ethics on the part of retired military personnel, the exercise of 


improper influence / 
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Secretary Gares. I think the committee probably will develop this 
as these hearings progress. 

It seems to me that the problem would result in a man who was en- 
gaged in an actual sale or an actual negotiation of either a product or 
of services. 

If he was engaged directly in an actual sale, a direct sale, or a direct 
negotiation for a product or service, I would think that he was using 
bad judgment, to say the least, assuming that he was not doing any- 
thing illegal. 

Mr. ae Well, what would you do about it ? 

Secretary Garzs. It i is hard to say in a big organization what you 
would do about it. But I wouldn’t think that he would be very wel- 
come. And I would think that the checks and balances we have in our 
various procedures would disclose this very rapidly. And he would be 
a very foolish man who would try this kind of a venture. 

Mr. Harpy. That, incidentally, is one of the things that has bothered 
me as we go through on this subcommittee a great many of the con- 
tracting procedures. 

Secretary Gares. I can answer that a little bit better. 

Mr. McGuire said he would turn it over to the Attorney General to 
prosecute if it was—— 

Secretary McGuire. Mr. Hardy, if I may elaborate. Wherever in 
any procurement procedure there is evidence or a charge of fraud, 
this is investigated and usually sent over to the Attorney General, these 
types of cases, and there have been some sent over there, as you know. 

Mr. Harpy. You don’t know of any prosecutions, do you ¢ 

Secretary McGuire. No, I do not, sir. 

Mr. Harpy. I didn’t want to interrupt you on that point, but I think 
we must keep in mind a distinction between the technical legal viola- 
tions and the employment of bad ethics. 

Secretary McGuire. I think this is the point, that you so ably 
pointed out as the problem here, as to what is bad ethics. I personally 
believe that this particularly subject of the criminal statutes, and so 
forth, is such that where we may have evidence of bad judgment, as 
Mr. Gates said, or b: ud ethics, if you will. depending on who is trying 
to evaluate it, that it is awfully difficult to prove it. 

Mr. Harpy. I understand that—and I am not thinking now neces- 
sarily about proof—if you are getting into a question of ethics, and 
the moral standards which are supposedly exemplified by retired 
military personnel just as they are when they are on active duty. 

Mr. Secretary, you made an observation at the conclusion of your 
prepared remarks that contracts are awarded on merit and not on 
the basis of influence. I know that is your effort. But from some of 
the things that this committee has found, that isn’t always the result. 

Secretary Gates. I think, Mr. Hardy, there undoubtedly have been 
a few isolated bad cases, horror cases. I don’t know them, but I am 
sure that ina big show like this they are bound to exist. 

Mr. Harpy. There are bound to be. 

Secretary Gates. On the other hand, this is somewhat ove rempha- 
sized. In a sense a retired officer’s influence isn’t potentially very 


great. With respect to military decisions, he is a sort of has-been. 
He has left the department. He has slipepd from the technical knowl- 
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is | edge of the immediate problems of the military department, even 
though he is in an industry that is related to it. 
n- The whole process changes so very rapidly. I am sure that there 
or | must be cases where we would all agree there is difficulty and some- 
thing isn’t quite right ethically. But this is such a very small per- 
ct | centage of such avery big problem. 
ig | Mr. Harpy. Maybe that is true. And I don’t want to amplify the 
y- | percentage area. 
But one rotten apple in the barrel is the one that stands out. 
Secretary Gates. Yes, sir. 
on. . Mr. Harpy. And even though 99 percent of your contracts should 
ol. | beawarded strictly on merit—and I am not going to suggest that that 
ur | isa proper figure, but if it were, the 1 percent would stand out and 
be | the ones that would come mostly within the public eye would be those. 
Now, there must have been cases in the operation of the Department 
ed | of Defense when somebody in authority has observed indications of 
n-  improprieties on the part of retired personnel. I am not talking about 
legal violations. I am talking about a question of bad ethics, which 
so far as ethics these people were supposed to have had inculcated in 
to | them ever since they first entered the service academy, and which 
reflect on the total service. Now, there must have been cases of that 
in | kind, and if there have been I would just like to know what, if any- 
ud, | thing, was done about it. ’ 
ese Secretary Gates. Well, I can recall two in my time in the Nav 
department where there was a definite indication of possible fraud, 
where we really did something about them, in the full-scale investi- 
gatory manner. But I can’t recall any cases where ethics were in- 
ink volved that we felt we should do anything about. 





2 


sla- Mr. Harpy. Well, now, you said that you felt you should do any- 
thing about. 
bly Secretary Gates. Of course, I am only one person. If it had been 


iy serious, we would have sent it to the Attorney General or have done 

iso | something else about it. 

as Mr. Harpy. I am not talking in that area. If it is clear cut, cer- 

ing tainly it deserves prosecution. But there are a lot of other things 
that would reflect on the moral standing of the military beside those 

ees- | Which carry criminal penalties. And that is the area in which I am 

and | trying to explore now. 

red Secretary Gates. I know. 

Mr. Harpy. And there must have been cases of that kind which 
our | have come to the attention of the Secretary of Defense, the Secretary 
-on | of the Navy, and the—the secretaries of all of the services. If there 
» of | hasn’t been, then I must conclude that somebody hasn’t been inform- 
ult. | Ing the secretary. Now, whether or not they were valid—I don’t 


een | know whether they were significant. But there must have been 
am | cases, and if there were, I was just trying to find out what, if any- 
thing, did anybody do about it, to protect the good name of the mili- 

| tary services. 
yha- | Secretary Garrs. Well, to the best of my knowledge, Mr. Hardy, 
very | Ican’t recall a case involving a retired officer where this was brought 


een. | to my attention as Secretary of the Navy. 

owl- | Now, there are collateral actions that I question judgment on. I 
question the judgment of some of these public advertisements. But 
this is not an action on the part of an individual retired officer. 
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But I can’t recall a case that ever was brought to my attention where 
the ethics of a retired officer were in question in this respect. 

Mr. Harpy. Well, I don’t want to pursue it further. But I am 
rather surprised at that. 

Now. let me just ask this corollary question. In connection with the 
recent survey, the recent questionnaires which the Navy has sent out, 
you indicated that there were some which give evidence of a need to 
follow up, I believe. 

Secretary Gates. Of what, sir? 

Mr. Harpy. Of aneed to follow up. 

Secretary Gates. Yes, some 300 out of 4,600. 

Mr. Harpy. Of course, your percentage is small, but it is to be 

expected. 

But let me ask you this: Have you personally looked at any of those 
to determine whether on their face there is evidence of bad ethics? 

Secretary Gates. No,sir; I have not. 

This is a Navy Department problem and I haven’t been involved 
in this., 

Mr. Harpy. Thank you, Mr. Chairman. 

Thank you, Mr. Secretar y: 

Mr. Heperr. Mr. Secretary, I understood you in reply to a ques- 
tion by Mr. Hardy, that you were never aware of any undue pres- 
sures being brought to bear on any individuals in the Pentagon or 
pressures by former members of the military, admirals or generals: 
is that correct ? 

Secretary Gates. I tried to say, Mr. Chairman, that I don’t know 
how you define pressures, exactly. I have had calls in my former 
capacity from retired officers to discuss business matters. I don't 
consider this pressure. 

Mr. Héserr. What do you consider that ? 

Secretary Gates. It wouldn’t have done them any good to talk to 
me anyway from the standpoint of pressure. But I have had busi- 
ness and friendly discussions with retired officers whom I know, who 
have come back to talk about business or other matters. 

I have never had any officer, retired officer, exert any influence on 
me to do something for him specifically. 

Mr. Price. Mr. Chairm: in, could I ask that question in a little bit 
different way ? 

Mr. Hérerr. Yes, you can ask it. 

Mr. Price. It gets back to the original question I asked. 

Have you ever had any word from any other high-ranking offi- 
cer or civilian employee, ‘when you were in the Department of the 
Navy, that a certain retired officer had been in to see them about a 
project and he talked a little strongly in favor of the project? 

Secretary Gates. Yes. 

Mr. Price. Can you just give us an example of what it might be! 

Secretary Gares. Yes. 

Mr. Price. Some people might call something like that pressure. 

Secretary Gates. I think you know very well one ex: imple that 
existed, where people had an idea that we should go ahead faster 
with a certain system and had strong convictions pertaining to it, 
and came in and tried to convince us that we were going about it 
the wrong way, that we could go about it better another way. This 
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was a combination of sometimes a retired officer and a civilian from 
industry. There have been cases of that character. 

Mr. Price. Well, now 

Secretary Gares. That is legitimate difference of opinion. 

Mr. Pricer. Yes. Some people might say that is pressure. But 
it could be just the presentation of a point of view. 

Secretary Gares. Yes, sir. 

Mr. Héserr. In your opinion, that wouldn’t be pressure. That 
would be advancing an argument in favor of a certain project ? 

Secretary Ga'res. Yes, sir. 

Mr. Héserr. Are you subjected to such arguments by Members 
of Congress, including myself? 

Secretary Gates. No, sir. 

Mr. H&épert. “Yes,” I will answer for me. 

But very unsuccessful, I will say, too. 

Secretary Gates. I have had some interviews on closing installa- 
tions. Mr. Chairman. 

Mr. Price. I might say I advanced some arguments with the Sec- 
retary on certain matters. 

Mr. Héserr. I hope with more success than I have. 

Mr. Price. Not with too much success. 

Mr. Hésert. Now, Mr. Secretary, going back. You said you can’t 
know what is going on in the Pentagon. They had a fire the other day 
and some people in the Pentagon didn’t know it was there, until they 
were dismissed at 4 o’clock to go home. You have no cognizance over 
the golf courses or the cocktail lounges or the cocktail parties, because 
it has been suggested that more business is conducted in Washington 
from tee to tee and over cocktails than across the board or table. 

Now, I go back to the question. It has never been called to your 
attention, at the time you were in the Navy Department, of an in- 
dividual, assuming he was being pressured by former officers? Do you 
have any knowledge of that? 

Secretary Gates. No, sir; I do not. 

And I also reiterate the fact that if he makes an effort to expedite 
business rather than consummate anything—in other words, if he is 
sort of a liaison man or something of that character—I don’t think he 
would be very effective in any event, because we have so many pro- 
cedures that have to clear all business transactions. 

Mr. Héserr. Would it surprise you if I told you an admiral, a vice 
admiral, testified in public hearings that he was pressured ? 

Secretary Gates. Testified that he used pressure ? 

Mr. Hépert. No, that he was pressured among the military people. 

Secretary Gates. No, it wouldn’t surprise me, because it would be 
his definition of what pressure was. 

Mr. Hétrert. That is the area we are getting in now. 

Secretary Gates. I do believe that some of our people who are in 
charge of very important projects, who have their own ideas on how 
they should be run, would resent being asked to do something differ- 
ently or to consider doing something differently. 

Mr. Hépert. Let me read you a very interesting colloquy before 
the Government Operations Committee. And again we are dealing 
In specifics. Admiral Rickover was testifying. Mr. Roback, the coun- 
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sel for the committee, Mr. Holifield’s committee, asked Admiral Rick- 
over this question: 

The question is, do you have visits from former associates, admirals, military 
people? 

A very definite and positive question. 

Admiral Rickover’s reply: 

I used to, but the word got around that I am obtuse in this regard. I don't 
think I have had a visit now for 2 years; a visit or a visitation. 

Mr. Ropack. They just leave you alone? 

Admiral Rickover. I get pretty well left alone. Let me amplify that. I 
myself don’t get pressured by outsiders, but they do go higher up and get 
pressure put on me that way. They know that it is of no avail to come to me, 
but they do go higher up, and I sometimes get pressures as a result of that. 

That is Admiral Rickover’s testimony. 

Secretary Gares. Well, I can understand that. Mr. Price and I 
have been talking about this, without mentioning names, for some 
time. 

Mr. Hésert. We are going to mention names. 

Secretary Gates. I can understand this. This is a difference of 
opinion on how you advance a certain project. People come in and 
ask you to consider their way of doing the business. You ask Admiral 
Rickover whether their way has any merit. Admiral Rickover says 
no, and you support Admiral Rickover. Now, I don’t consider that 
pressure. 

Mr. Héserr. He did. 

Secretary Gates. But I consider that a legitimate inquiry. 

Mr. Hépert. So you see what a difficult area we are in. 

Secretary Gates. Yes, sir. 

Mr. Hépert. Because as I suggested before, we can’t very well legis- 
late ethics and morals. 

But there one thing means something to one man and the same 
thing means something else to another man. 

Now, are you familiar with a book called “U.S.A., Second Class 
Power”? 

Secretary Gares. I have heard of the book, Mr. Chairman, but I am 
not familiar with it. 


Mr. Héserr. I think the authors of that book do not deny that they | 
are both controversial individuals. The book was written by Drew | 


Pearson and Jack Anderson. And I have particular reference to one 
chapter of that book called “Profits Versus Patriotism.” And in 
which names, dates, and places are written. It is a very illuminatin 
chapter. I read it only last night—reread it to be sure that I had al 
the references in it. 

And I suggest that that book be read, with particular reference to 
that chapter, because certain charges are made in there which if 
valid are certainly something that not only you but the American 
people should think about, It is a very provocative chapter, and I 
would suggest that you do read it for your own information, 

Now, in your statement, you make this comment : 

Many fields of employment are open to these men. Some of them may be 


able to accept certain positions with the Federal Government, although the dual 
compensation and dual-employment statutes somewhat hinder that course. 
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Now, the dual compensation is a very difficult field, also. And by 
that we understand that an individual—and I have in mind one right 
now, and I shall call his name, who is affected by the Dual Compensa- 
tion Act. That the military man or the former civilian or former 
Member of Congress who is entitled to retirement pay cannot draw 
that retirement pay and yet work for the Government; that is correct, 
isn’t it? 

Secretary Gares. That is correct. That is the way I understand it. 

Mr. Héserr. My particular reference is to the very distinguished 

entleman who occupied the chair of this Armed Services Committee, 
Mr. Dewey Short, and who is now Assistant Secretary of the Army. 
And he is serving in that capacity at a great financial sacrifice to him- 
self, because he has been denied the pension to which he contributed 
—which he bought and which he earned. He is being denied that be- 
cause he is serving his Government in another capacity. 

Now, do you see any difference, morally, where the individual goes 
to work for a contractor, a defense contractor, who is almost wholly 
subsidized by the Government, and continues to receive the pay from 
the Government? Isn’t he in effect receiving two paychecks from his 
Government? He is allowed his retirement pay and at the same time 
he is getting the taxpayers’ money. It comes out of the same pocket. 
Isn’t he on two payrolls of the Government? Isn’t he what we call 
in Louisiana “double dipping” ? 

Secretary Gates. I don’t think in the case you cite, Mr. Chairman, 
there is any question about the fact he is on two payrolls. I think 
he is. On the other hand, the pension that he earned was part of the 
career that he chose and served in for 30 years or a long period of 
time. He made that choice considering his pay and his pension at 
the time he took up military service. And J would take the position 
that he had earned his pay for past services, and this is behind him. 

I would also take the same position in the case of my friend, Dewey 
Short. 

Mr. Hésert. Then you think he should be allowed to draw his re- 
tirement pay ? 

Secretary Gates. I am nota legislator, sir. 

Mr. Hépert. We are not trying to be legalistic about it. 

Secretary Gates. Yes, I do. 

Mr. Hésertr. That iscorrect. Because in the position of the military 
man he contributes not one dime. Every penny that is paid him in 
that retirement pay comes out of the taxpayer’s pocket 100 percent, 
whereas in the case of the former Congressman—and we are talking 
now about Mr. Short as an example—he contributed 714 percent. per 
year of his salary. He bought that retirement. He has a vested 
right in that retirement. yee yet he is denied it. 

But you have answered the question, of course, that you don’t 
think that that is proper. 

Secretary Gates. No, sir; I really don’t. I think it is a little old 
fashioned—we have so many important uses of these people within 
the Department of Defense that I would—I realize this is a difficult 
question, that has often been before the Congress—but I would think 
that it would be very helpful if we could use more of the talents of 
these people in the Federal Government and not have them lose 
their retired pay. 
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Mr. Hésert. Now, in connection with the prosecutions, the Navy 
in 63 years, as we can find out, has sent on to the Attorney General 
only three cases, and there was no prosecution. Would you have any 
comment on that? You mean to say they weren’t discovered or they 
didn’t exist ? 

Secretary Gates. I couldn’t comment except generally. I imagine 
that in many cases we were able to handle hee within the Depart- 
ment. These are probably active-duty officers that were involved 
in this, and I would imagine they were handled in an administrative 
manner within the Department. 

Mr. Hésert. Well, of course, we don’t know what they were, be- 
cause we received a complete lack of cooperation on the part of the 
Defense Department to get the information. 

Secretary Gates. Well, I am sorry for that, Mr. Chairman. 

Mr. Héserr. Well, we are sorry, but not surprised. I am not di- 
recting that remark to you. I am directing that remark to the Gen- 
eral Counsel of the Defense Department, who in his whimsy decided 
that we shouldn’t have the names and facts in the case. We were 
able to get them, however. 

It is interesting to note, too, that in all the years that these laws 
have been on the books, and to which I referred in my statement as 
being inoperative or inefficient, there has not been one single conviec- 
tion. Would that indicate anything to you? I think Mr. Hardy 
touched on that, the legal phase of it. 

Secretary Gates. Well, it indicates to me only—as I say, Mr. 
Chairman, I am not a lawyer—that it is very difficult to administer 
these criminal statutes, and to legislate ethics that Mr. Hardy and I 
were talking about. 

Mr. Héserr. But the interesting thing there is that lawyers in the 
Department read into the law or read from the law sufficient evidence 
to submit it to the Attorney General and the Attorney General after 
examination found that prosecution was not feasible or would be 
effective. 

Secretary Gates. I am just not competent to comment, sir. 

Mr. Héserr. But it is an interesting thing, isn’t it, that in all these 
years that there has been no conviction ? 

Secretary Gates. Yes. 

Mr. Héserr. And as far as we are able to learn—and incidentally 
these individuals who have been referred to, in the Army and Navy, 
and to the General Accounting Office, have not been high-ranking in- 
dividuals. They have been of the lower echelon. And isn’t it inter- 
esting to note that the only time the Navy, as far as we can ascertain— 
there may be more cases, but as far as we can ascertain as of this time 
the Navy has only withdrawn retirement pay from a lieutenant com- 
mander for selling beer in Norfolk. 

Secretary Gates. Yes, sir. This is the case that I am familiar with. 

Mr. Héserr. That is the case you referred to as the Anthony case. 

Secretary Gates. Yes, sir. 

Mr. Héserr. That is the case, of a young lieutenant commander, 
who was a goodwill man, as I understand it—a public relations man, 
who had 5 months of his retirement pay withheld, which you say he 
earned. 
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Secretary Gates. Yes, sir. This was on a ruling by the Comptroller 
General, and I believe it is under appeal in the courts. 

Mr. Héserr. And also isn’t it rather ambiguous in the field of the 
laws that exist as to what is selling ? 

Secretary Gates. Very, sir. 

Mr. Héserr. You can sell a commodity. You can sell an ashtray 
oratable. But you can’t sell an idea just as effectively. 

Secretary Gares. I would think so, Mr. Chairman. 

Mr. Héperr. Now, isn’t it also true in the case of the Navy—when 
you say the Navy retired individual is barred for life, he is barred for 
life for selling. 

Secretary Gates. That is right. 

Mr. Héserr. But he can go immediately—retire today and go im- 
mediately into a defense contractor which does business with the De- 
fense Department, provided he doesn’t sell. 

(Secretary Gates nods.) 

Mr. Héserr. So to say he is barred for life hinges on the word of 
“selling” and not ac vias 5 participation in perhaps contacting people 
for contracts or keeping people abreast of what is going on by his 
contacts in the Pentagon and carrying it back to his firm, his corpora- 
tion. What would be j your comment on that ? 

Secretary GaTEs. I think your analysis is correct, sir. I would 
think that in an industry the greatest salesman for the company would 
be the president, and how you relate the president’s activity to a 
junior salesman of a product under these definitions is very difficult to 


sa 

Mir. Heésert. Well, then, would you say—as I understand you to 
testify, the president would be the greatest salesman. 

Mr. Harpy. Whether he sold or not. 

Mr. Heésert. Whether he sold or not. 

Secretary Gates. He should be if he is a successful industrialist. 

Mr. He&pnertr. He should be. That is right. Supposing he is the 
chairman of the board, what would you say to that? That is the 
same thing. That is the retired president who takes it easy. 

Secretary Gates. He has been kicked upstairs. 

Mr. Héserr. He has been kicked upstairs, that is right. He is re- 
tired. But how about the retired military man who never was presi- 
dent of that company and made chairman of the board right after his 
retirement from the military ? 

Secretary Gates. Well, I feel that he must be in the opinion of the 
board of directors able to make a professional contribution on the 
basis of his military experience that will be helpful to them, and I 
would think it is quite conceivable that he would also be helpful to 
the defense effort. 

Mr. Hésert. Well, by your own words, he is the No. 2 salesman. 

Secretary Gates. Yes, sir. But I don’t ‘think 

Mr. Héperr. He is a salesman. 

Secretary Gates. You said in your opening remarks, Mr. Chairman, 
what is selling, and I can’t 

Mr. Héserr. That is what we are trying to find out. That is the 
difficulty in which we find ourselves. 

Secretary Gates. It used to be fairly easy in the bond business. 
If you were a commission salesman, you were asalesman. If you were 
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a partner, you were supposed to get the business. But there is g 
difference. 

Mr. Hésert. But you participate in the business of your partner. 

Secretary Gates. That is right. 

Mr. Héperr. I think we are getting somewhere, today. 

What would you say of a retired officer who is made chairman of 
the board whose only duty was to preside at board meetings? 

Secretary Gates. 1 would see nothing wrong with that, sir. 

Mr. He&perr. You would see nothing wrong with that? 

Secretary Gates. No, sir. I think he could contribute to the com- 
pany policy by presiding at the board meetings. 

Mr. Héserr. By presiding at the board meetings, by being the mod- 
erator of the panel, in effect. 

Of course these things will be developed as we go along. 

Secretary Gates. Yes, sir. 

Mr. Héserr. We just want to get your thinking on these things 
and put them on the record. We have no preconceived ideas. And 
I again repeat there have been individuals come in—and we will call 
individuals. We just want the facts of what they do receive and the 
duties they perform. Because we have no intent at all to deprive 
the Government or the defense effort, in or out of Government, of the 
brains of this Nation. However, I do think that it is the right of the 
people to know where their money goes. In the defense effort, $44 
billion a year is being poured of taxpayers’ money to that effort. 

Are you in agreement with that statement I have just made? 

Secretary Gates. I not only agree with it, Mr. Chairman, but I 
thank you on the part of the retired officers for whom I spoke and the 
Department of Defense for the very fine way that you propose to 
conduct these hearings. 

Mr. Héserr. We intend to do that. 

Mr. Hess, any further questions ? 

Mr. Hess. No. 

Mr. Héserr. Mr. Winstead ? 

Mr. Winsteap. No. 

Mr. Héperr. Mr. Fisher? 

Mr. Fisuer. No. 

Mr. Héserr. Mr. Hardy? 

Mr. Harpy. No. 

Mr. Hésertr. Mr. Courtney ? 

Mr. Courtney. No questions, Mr. Chairman, except to announce the 
meeting for tomorrow. 

Mr. Hésertr. Thank you very much, Mr. Secretary. We had a very 
pleasant morning, and we thank you for your cooperation, And you 
will hear from us again. 

Secretary Gates. Thank you, Mr. Chairman. I am sure of that, sir. 

Mr. Hészerr. The committee will meet tomorrow at 10 o’clock, at 
which time the witnesses will be Representative Paul Kilday, of the 
Armed Services Committee; Representative Charles Bennett, Senator 
Paul Douglas, Senator Jacob Javits, and Representative Alfred Sant- 


angelo. , 
We will continue the next 2 days and then we will have other wit- 
nesses in later. 
The committee stands recessed until 10 o’clock tomorrow morning. 
(Whereupon, at 11:45 a.m., the subcommittee adjourned.) 
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EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
PERSONNEL BY DEFENSE INDUSTRIES 





of 
| WEDNESDAY, JULY 8, 1959 
m- | Hovse or REPRESENTATIVES, 
COMMITTER ON ARMED SERVICES, 
od. SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 


The subcommittee met at 10 a.m., Hon. F. Edward Hébert (chair- 
| man of the subcommittee) presiding. 

igs Mr. Hénerr. The committee will be in order. 
nd This morning we have as witnesses Members of the House and of 
all the Senate. We will first hear from the ranking member of the 
the | House Armed Services Committee, our colleague, Mr. Kilday, of 
Ive | Texas. Then we will hear from our colleague, Mr. Bennett, a member 
the of the committee. Then we hear from Senator Douglas of Illinois, 
the snd Senator Javits of New York. 
oa Then we will return to the Members of the House. 

I want to say to the Members of the Senate, we are very happy to 
| have you here. We recognize the fact that you have honored us with 

your presence, and we put you on ahead of our own Members. 
After Mr. Bennett, we will have Senator Douglas next. 
Mr. Kilday, we are very happy to have you here this morning. 


STATEMENT OF HON. PAUL J. KILDAY, A REPRESENTATIVE IN 
| CONGRESS FROM THE STATE OF TEXAS 


| Mr. Kiwpay. Thank you, Mr. Chairman. 
I hope the subcommittee won’t believe me to be presumptuous in 
| asking to appear here. 
| I don’t have any idea that I can tell you anything on this subject 
| that you don’t already know. But I hope mainly to refresh your 
memory with reference to things that I will speak of. 
You are dealing here with a very important and a very complex 
question. 
It is not simple of solution, as I am sure you already know, and—— 
u | Mr. Heserr. May I interrupt, Mr. Kilday? Are you reading from 


70 

y | aprepared statement ? 

sir, | Mr. Kitpay. No, sir; I have a memorandum. 

at | Mr. Héserr. I just want to assure you that no member of the 
>] 


“the | mmittee will interrupt you until you have finished the presentation 
of your statement or until you declare that you are ready for 
_ | Questioning. 

| Mr. Kitpay. Well, whichever way the committee prefers would be 

wie ill right with me. I must speak extemporaneously, in major part. 
Mr. Hépert. That is perfectly all right, except that no member of 
ing. the committee will interrupt you until you declare that you are ready 

| for questioning. 
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Mr. Kizpay. Very well. 


Mr. Heéserr. Mr. ntesogove A will begin the questioning and then the | 
Oo 


committee members will follow with their questions. ‘Those are the 
ground rules. 

Mr. Kizpay. Yes. 

The problem is not as simple of solution as would have been indi- 
cated by the amendment offered on the floor during consideration of 
the Department of Defense appropriation bill. But the fact that ong 
division vote that amendment was defeated by only one vote and on 
tellers by only two votes, I think, indicates that a very large number 
of the membership realize that there is a serious problem involved, and 
at the same time they do not realize the complexity of the problem 
involved. 

First of all, there are a number of categories of retired military 
personnel. 

The amendment, of course, referred to generals and admirals. In 


that connection I don’t believe it is so important as to the rank held as | 


the duties to which the individual might have been assigned while on 
active duty, and the duties which he will undertake in his private 
employment. 

But you have these various categories: Those who retire for length 
of service; those who retire for aeraiceh disability, those who retire 
for physical disability incurred in combat or as the result of an in- 
strumentality of war. Those disabled in combat or as a result of in- 


strumentality of war have always had a different status to other | 


retired personnel under our existing law. 

You have Reserve officers who are retired under the provisions of 
Public Law 810. 

You have those AUS officers who are retired because of disability 
incurred during their wartime service. 

P onsng there are others, including the National Guard and temporary 

officers. 

Most of the discussions have referred to retired officers, without any 
further description as to the nature of their retirement. 

There was a list placed in the record in the other body which listed 
several officers—colonels—as Reserve retired. There was no further 
description as to these officers, nor the manner in which they were 
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retired. Now, we must remember that they could have been wartime | the mil 


citizen soldiers who were wounded or otherwise disabled and entitled 
to retirement. 

You will recall that during the war there was an all-out effort to 
recruit scientific and technical personnel from large corporations. 
They were commissioned and assigned to technical duties in the 
service. Those who may have been disabled and were then retired 
returned to the companies from which they had been recruited. So 
that the description of them merely as Reserve retired might be very 
misleading. 

It is true and there has been a good deal of comment on the fact that 
many officers are retiring at an early age. This doesn’t mean that they 
always retire of their own volition. The Officer Personnel Act of 1947 
contains a provision with reference to the Army and the Air Force 
which requires an officer to retire at the end of 30 years of service 
when he has been 5 years in grade. That is a mandatory provision of 
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| jaw. So that if he has served a total of 30 years, and has been 5 years 
18 | without additional promotion, he must be retired. 
1 Therefore,we have these men retiring at a rather early age. 
Of course, in 1947 we contemplated a permanent period of peace, but 
hardly had the act gone into effect when the Korean war came on and 
i- promotions were accelerated. 
of The Officer Personnel Act of 1947 intends that a second lieutenant 
a shall serve for 3 years, as first lieutenant 3 years, 8 years as captain, 
m 4years as a major, 4 years as a lieutenant colonel, and 4 years as 
er colonel. Then, of course, thereafter generals and flag officers would 
id | beeligible for further promotion. 


m So it was contemplated the man would not become colonel until he 
had served 22 years as an officer. 
ry During the accelerated promotion we had men making colonel 


around 14, and 16 years of service. The result of this is that the time 
In that their 30 years of service and their 5 years in grade meet finds 
as | many of these officers at an age earlier than men generally retire from 
on industry. 
te That isatemporary situation. It is about to pass out of the picture 
because all of the services have either ieeamete or are reaching the 
th normal tour of years of service in grade. 
Te But these men are retiring at an early age, and it can’t be supposed 
n- that they are going to remain idle. They are retiring at an age at 
in- which their families are probably the most expensive, and probably at 
er a time when their children are at college age. 
Many of these officers have been educated at Government expense, 
of | not only through the Academies or through one of our Reserve pro- 
grams, like the Naval Reserve, but many hold graduate degrees, who 
ity were assigned as students in technical schools after they had been 
commissioned. 
ry Of course, at the present time these technical people, that is, man- 
agement personnel, are sorely needed by both the Government and 
ny by industry. These men who acquired their education and their ex- 
_ perience from the Government should be utilized first by the Gov- 
ernment itself. 
her | Here I would like to stop for a moment to comment with reference to 
ere | the statement made by the chairman yesterday as to retired pay of 
me | the military services. The statement made that no contribution is 
led | made to the retirement is, of course, literally correct. But in consid- 
ering the nature of retired pay I think it is perfectly clear to us, to all 
, to | of us, that it is not a welfare or relief payment they are getting, nor 
ms. isita gratuity. It is an earned right, and has been reported by this 
the committee in a number of reports as being an earned right. 
red = That it is compensatory is indicated by the fact that it is computed 
So at the rate of 214 percent for each year of service the individual 
ery rendered to the Military Establishment. This is a very valuable 
night, one of the most highly prized rights which military personnel 
hat have and the greatest incentive I know of to a career in the military 
hey jservice. We have spent and are spending millions and hundreds of 
947 | millions of dollars to make a career service attractive, and this is one 
ce. of the very attractive things of the military career. 
vice ~=Now, while it is not contributory in fact, eo nomine, let us say, 
1 of tevertheless if we go back to the pay bills—and I have served as 
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chairman of the subcommittee which has written the last four or fiye Th 
bills and have been a member of the Pay Subcommittee since 1940 |... 
we have in each instance taken into consideration the fact that g histor 
contribution would not be made in arriving at the pay scales. |, Retil 
In the Career Compensation Act of 1949 we worked on a report oh 
made by the Hook Commission, which had worked for perhaps 18 
months in assembling the information upon which their report. was | So 1 
made. They took into consideration all of the perquisites that 4 i 
military man gets and assigned a monetary value to each in arriving A 
at comparable pay for comparable service in civilian pursuits. I ean officers 
say to you very positively that those pay grades in 1949, 1955, and » le 
1958 would have been increased by the percentage of contribution tp °°" 
be made if contribution were required, because it was worked out I th 





definitely with that in mind. he fined 
Now, first of all, I have said that these men should be utilized by | retire , 
the Government but we immediately run into provisions of law whi Th 


prohibit their employment by the Government. h 
We first have the Dual Offices Act of 1894. Under this act prac T i" 
tically all regular officers are prohibited from being employed by the So r 
Government. That isthe language of the act. | gory, : 
We then have the only remaining provision of the Economy Act of det 
1932. That is a dual compensation act, and it serves as an effective asa * 
bar to a great many retired officers of various categories. nthe - 
In that connection, under both of these laws, there is great inequality, rr 
There are exceptions by provisions of the statute, one being disability, te “H 
incurred in combat or as the result of an instrumentality of war. him 2 
The Court of Claims, in its decisions, has supplied a number of 7 
other exceptions. And the Comptroller General has provided still faction. 
more. 
Then we have had many private bills which permit named officers to ta a 
occupy named positions, notwithstanding the fact that they hold Thor 
commissions and are on the retired list. ey 


Now I feel it should be academic that if any restriction is now} bag ch 
placed on the employment of retired officers by industry, the laws “yy, C 


restricting their employment by the Government must be reviewed) i, ono a 
and either repealed, amended, or at least made uniform. In thi 

Then, of course, there is the inequality of the application of laws td jg stat, 
persons retired from the various services. In some there is an absolete then mt 
bar for all time. In others there is a limited period of time, such as tae, 
the 2-year provision. The ve 

Most of the statutes which have been passed have to do with claims gi. re 
asserted against the Government. Now just what constitutes a claim! gisonce J. 
I am not prepared to say as to whether it would be a claim of the right) “Ron, ; 
to award of the contract because you are the lowest bidder or whether | 
it would only be a monetary claim against the Government. gieere 

But I would call your attention to section 283, which reads in pat’ the time + 
counsel, at 
involving : 
employed ¢ 
‘not more t} 





Whoever being an officer or employee of the United States or any department 
or agency thereof, or of the Senate or House of Representatives, acts as @ 
agent or attorney for prosecuting any claim against the United States, or ait 
or assists in the prosecution or support of any such claim otherwise than th 


proper discharge of his official duties, or receives any gratuity or any shareo, (Of cou! 
interest in any such claim in consideration of assistance in the prosecution 

of such claim, shall be fined not more than $10,000 and imprisoned not moré@y claims 
than 1 year. ‘onnected 1 
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ive} Then you have this provision there. I don’t know the legislative 
| history of why it was placed in it. 

Retired officers of the Armed Forces of the United States while not on active 

duty shall not by reason of their status as such be subject to the provisions 
Ort of this section. 
18 go that the ver thing that is now attracting our attention has in 
vas | the past been worthy of a specific exception within the statute. 
ba ow, here in Washington we know of a number of very prominent 
mg officers who retire and then go into the employ of industry. And I 
“al | suppose it is just natural that we would feel that most of the retired 
ind officers are doing that. 
‘0 “{ think when your questionnaires have all come in and you take 
out 3 survey of the situation nationally, you will find that relatively few 
| getired officers are employed in defense industry. And from my 
ry rsonal experience, in my own district, I think it will be shown that 
ich | few are employed at all after retirement. 

That is particularly true of your combat and your field commanders. 

So that if an attempt is made to place all retired men in one cate- 
gory, for anything that might seem to be a reflection, you are going 
to hive to take into consideration those outstanding combat com- 
manders, and the very important combat commanders, who would 
have some reflection made against them for which there is no justi- 
fication. 

I take the position that no officer should retire and soon thereafter 
enter the employment of a contractor in a position which would give 
him an opportunity to have that contractor favored, or even give the 
appearance of so doing. On the other hand, there should be no ob- 
jection to an electrical engineer retired from the military going to 
work in a laboratory on an electronic development for a Government 
contractor. 

There is every objection to the employment of a procurement ofti- 
cer in a procurement position by a Government contractor. At least 
there should be the lapse of a reasonable period of time. 

Mr. Chairman, this committee has a very difficult task in permitting 
the one and prohibiting the other. 

In this connection, I suggest that you consider carefully the exist- 
"8 tO ing statutes which apply to Government lawyers in the practice of 
olete| their profession after leaving Government service. Here you may 
+h | find a reasonable solution of your problem. 
._| The effectiveness of that solution will depend finally upon the 
aim ethics and attitude of retired military personnel, which I am going to 
ulm’ discuss later. 
igh Here is section 284 of title 18 of the United States Code: 


Whoever having been employed in any agency of the United States, including 

| Cmmissioned officers assigned to duty in such agency, within two years after 

part: the time when such employment or service has ceased, prosecutes or acts as 

tment counsel, attorney, or agent for prosecuting any claims against the United States 

as involving any subject matter directly connected with which such person was so 

. aids “ployed or performed duty, shall be fined not more than $10,000 or imprisoned 
n the! hot more than one year or both. 


2° : Of course the key words there are— 
Cc 


mor 2y Claims against the United States involving any subject matter directly 
®nnected with which such person was so employed or performed duty. 
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Of course, now, that means that each individual, each individual | Mr 
former employee or officer, must be evaluated and each position that he | Tam 








undertakes must be evaluated. that n 

Now, of course, military officers are professional men. They belo The 
to a noble rofession, the profession of arms. The profession is b ment 
on a very high degree of honor and ethical conduct. AIl professions _ tangel 
have their codes and canons of ethics. Of course, we hear more about | face, a 
lawyers and doctors in connection with ethics, although all professions | Nov 
have them. made | 


Lawyers and doctors are subject to discipline if they violate the comp] 


canons of ethics. | eause | 
On the other hand, it is rare that a lawyer, for instance, is disci- to put 

plined. As a matter of fact, he doesn’t fear discipline nearly as much ow 

as he prizes the respect of the other members of his profession. yard. 


And that is going to have to apply to the retired personnel, retired | has do 
military personnel. The retired military personnel are going to have _ ber of 
to police themselves, to a great degree, on a matter of this kind. __ will re 

f it is regarded within the retired military personnel communityas = Mr. 
socially acceptable to do those things which would just naturally ap. | mittee 
peal to any man that he ought not to do, considering his retired status observ: 
and the employment he is entering—if that is regarded as sociall Purs 
acceptable, you are not going to be very effective in any law which nize a1 
might be passed. officers 

ut when the retired personnel themselves make their lack of re there a 
spect for the person who finds a way to circumvent the law, then you | them. 
will have the attitude in which people abide by these canons of ethics, Wed 

Now, of course, the reward for this to the retired personnel would tainly \ 
be their standing and prestige in the community. But they have very that yo 
practical interests involved, also. York, ] 

I would just point out the fact that there are many bills pending | hysteric 
here to permit a recomputation of retired pay of those retired prior to | tosolve 
June 1, 1958. There has been a great deal of editorial support anda) I don 
number of State legislatures have endorsed it. | tives th 

I think that is a tradition that it was too bad that was lost or that! the vote 
might be lost. But with the situation which has arisen because of this, from T' 
very issue, I don’t think there is any chance of that being corrected! lem on i 
on the floor of Congress until such time as this issue has been resolved.} tthat t 

So that it is of major importance to the retired community that they} But v 
police their membership toward abiding by rules of ethics whic themse]) 
should apply in cases of this kind. tary offi 

That concludes my statement, Mr. Chairman. elf to t 

Mr. Hésert. Thank you very much, Mr. Kilday. On behalf of the; time, so 
committee, may I express to you my deepest thanks for the presenta-| problem 
tion which you have made. It is what the committee has come to} Now, 
expect of you. The statement that you made I think is in accord m the t 
with the attitude of the committee. The pitfalls that you have pointed’ in line y 
out to us are known to us. The decisions that we have to make are, has been 
recognized. And the delicacy of the situation is certainly accepted) Mr. C 
by us. Mr. C 

I reemphasize again that this committee has no idea of depriving) Under 
the retired officer of further employment. We are concerned with) 284, the ; 
the very elusive subject of morals, ethics, and propriety. om th 
nited § 
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al | Mr. Kitpay. In that connection, Mr. Chairman, may I say the thing 
e | [am trying to point out particularly is that the question is so complex 
that no simple law is going to solve it. 

That was the approach on the floor of the House, with the amend- 
ment by the gentleman from New York, Mr. Santangelo. Mr. San- 
tangelo has rendered a real service in bringing the matter to the sur- 
ut | face, although I do not believe it will be solved so easily. 
ns | Now, Mr. Santangelo placed in the Record, on July 1, a statement 
made by Prof. W. Barton Leach, of Harvard University. I want to 
he compliment Mr. Santangelo for having placed it in the record be- 

| eause it is in opposition to his position, and it took a pretty big man 
ei- toput that in the Record. 
ch ow, Professor Leach is rendering an outstanding service at Har- 
yard. He heads up an institute of study on military matters, and 
| has done some excellent work. And he points out specifically a num- 
we ber of the problems which are involved here. I hope the committee 
will refer to that. It is in the Congressional Record of July 1. 
‘as Mr. Heserr. I have read that, Mr. Kilday. And I hope the com- 
_ mittee at a future date will have the benefit of this learned gentleman’s 
tus observations. 
li Pursuing the idea of employment of the retired officers, we recog- 
ich nize and know that we are concerned with the conduct of retired 
officers in connection with the defense effort. We do not say that 
re- there are culprits. We say there may be some, and we hope to find 
ou them. 
ny We do not blame everybody for the actions of a few. And we cer- 
uld tainly want to approach this whole problem with caution. I am glad 
ery that you have mentioned the amendment of the gentleman from New 
York, Mr. Santangelo, because it points up very vividly the almost 
ling | hysterical and emotional atmosphere in which attempts are being made 
rto| tosolve this perplexing problem, which needs so ton study. 
ida Idon’t think it was any compliment to the House of Representa- 
tives that they attempted to solve this with 6 minutes’ debate. And 
that| the vote was so narrow that, except for the statement of the gentleman 
this; from Texas, Mr. Mahon, that this committee already had this prob- 
cted| lem on its agenda, I am sure the amendment would have been adopted 
ved.| atthat time. 
they} But we are also into the larger field of influence by the contractors 
hich} themselves, and the pressure on Members of Congress and the mili- 
P| officials of this country. Of course, you are not addressing your- 
elf to that particular point. But I just bring that into focus at this 
f the, time, so that we will never lose our perspective. And we realize the 
onta-| problem that confronts us. 
ne to) Now, I am not asking questions. I am sort of just making a speech 
ecord, on the thing, but bringing out to you the fact that we are Soma 
inted| inline with your thinking. I think your contribution this morning 
e are has been a most valuable one. 
eptel Mr. Courtney. 
| Mr. Courrney. I have just one question, Mr. Kilday. 
ving) Under your presentation and your reference particularly to section 
with) 284, the statute which has the 2-year prohibition in it on matters with 
which the former officer or employee might have been concerned: In 
United States v. Bergson, which was tried here in the district court, 
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resulting in an acquittal of Bergson, a former Assistant Attorney 
General, the district court held that the word “claims” as used in that 
statute—section 284—referred only to monetary claims. 

Now, under the position which you have expressed here, of course 
the limitations by judicial interpretation of that statute to monetary 
claims would not be adequate to meet the situation which you have 
described ? } ; 

Mr. Kiuzpay. I was not taking the position that this section would 
meet the condition we have now, but that any proposed legislation 
might well be patterned on that to cover the areas other than claims, 

Mr. Courtney. Asan enlargement of the principle! 

Mr. Kizpay. That is right. 

Mr. Courtney. But applied to more than monetary, however. 

Mr. Kizpay. I am convinced that it is going to have to be settled, in 
each individual case, on what the officer did while he was on active duty 
and what he is going to do after he goes off active duty. 

Then I have referred to the effective enforcement being the respect 
or lack or respect of the others for him, as the most valuable weapon in 
securing compliance. 

Mr. Courtney. I have no other questions. 

Mr. Hépert. Mr. Hess. 

Mr. Hess. Mr. Kilday, you have cited a number of statutes that are 
on the books today dealing with this subject matter. Do you think 
they are ample tosolve this matter or to take care of the matter ? 

Mr. Kirpay. I don’t think so. Actually, I am not in a position to 
tell you what the law is with reference to it. Apparently there has 
been an issue arise, as this one has arisen, and there has been a statute 
slapped on the books intending to take care of that particular situa- 
tion, and there is no rhyme nor reason in the whole thing. 

Mr. Hess. Well, of course, one example of that is the rider that was 
put on the appropriation bill for the Navy Department, which per- 
tains merely to the Navy and not to the other services. 

Mr. Kitpay. That is true. 

Mr. Hess. I was very much interested in your statement that you 
felt that the military have their own code of ethics, and that it is the 
duty of the military to police their own people. I am very much in- 
terested in that. I agree with you thoroughly on that. I think that 
legislation that might be enacted will go a certain way, but they are 
going to have to cooperate among themselves in order to make the 

egislation workable. I think that is your view on that, is it not? 

Mr. Kirzpay. I agree thoroughly. 
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Mr. Hess. Do you have any suggestions in mind at all as to a type 


of legislation that should be adopted to deal with this problem? 

Mr. Kitpay. None other than that you consider section 284—a re- 
vision of that to broaden it from monetary claims, which as Mr. 
Courtney says—I didn’t know the court had so held, although with- 
in the provisions of 284 that. would probably seem evident because it 
refers mostly to prosecution, and while it doesn’t say “lawyers” it 
pretty well draws a picture of lawyers within its terms. 

Mr. Hess. Do you feel that the dual compensation provision should 
be amended ? 

Mr. Kixpay. I feel very strongly you are going to have to consider 
the two together. 
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ey I don’t see how you can say to a vigorous, relatively young man 
at_| “Now, you can’t work for the Government. Now, you are not going 
to be permitted to work for industry.” And you talk about defense 
‘se | contractors. So long as we have a military budget the size of the 
ry one we have now, there are going to be very few places in the world 
ve that he can work that doesn’t have some sort of dollars of a military 
contract. : 
Id | On this dual compensation, and dual office matter, there is no one 
on who can tell whether a man is eligible to work for the Government. 
| He goes to work for them and later they charge back to him a tre- 
| mendous amount of money. 
Let me briefly tell you of a private bill I handled last year. A 
doctor in my town served in the Army during the war. He got dis- 
jn ability retirement. He came back to ga, yecinan practice and resumed 
ity | the job he had had before as or Y jal de sain at $75 a month. 

He continued on that job until he had collected something over $12,000, 
ect and suddenly that $12,000 was charged back to him and payment was 
jn demanded. 

I offered a bill for his relief. He had been paid, of course, by the 
Department of Justice. For a time he was paid by the Veterans’ 
Administration, as a Reserve officer. And for a time he was paid by 

are the Department of the Army. In reporting on those bills one agency 
‘nk said he was not indebted at all. The other two said that he was in- 
debted but because of different laws. And the Comptroller General 
.to recommended to the committee that if it passed a law for his relief, 
has that it would relieve him under all laws of the United States, because 
ute the Compt roller General couldn’t decide which law had been violated. 
ua- . 90 I don’t know how they expected the county jail physician to 
| now which law he was violating if the Comptroller General of the 
wag | United States did not know. f 
yer- But that is only an instance. I have a private bill pending right 
now. A fellow retired and was paid as a major. Under the decisions 
of the Court of Claims, as a Reserve officer, he was not subject to dual 
you ‘employment prohibitions. 'Then the Comptroller General reversed 
the , iat on the ground that he was actually a master sergeant and had re- 
_| tired as a master sergeant and was promoted to the highest grade 
‘hat satisfactorily held. 

Even your most expert personnel officers can’t tell whether an in- 

as dividual is eligible to work for the Government. 

So the whole thing I think has to be done at one time. And that 

‘isnot an easy job to do. 
My subcommittee has attempted to do something about that over 
YP® ‘a period of years. But the Civil Service Commission comes into it. 
The Federal employees organizations are involved. And it is scat- 
Mer. tered over a number of committees on the Hill. But I believe that as 
th. military personnel, this committee does have the jurisdiction to do 
, something to clarify those questions. 
~ it Mr. Hess. That is all, Mr. Chairman. 
>" Mr. Héperr. Mr. Winstead. 
ud Mr. Winstrrap. Nothing, except to express my appreciation to the 
unking member of our committee. And, as usual, he made a wonder- 
‘d hl statement. I doubt whether there is a man in the United States 
ce" tho knows more about this complicated problem than he does. 


\ 
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Mr. Kitpay. Thank you. War. 
Mr. Héserr. Mr. Norblad. now. 

Mr. Norsiap. No questions. Mr. 
Mr. Héserr. Mr. Price? those 
Mr. Price. No questions. select: 
Mr. Héserr. Mr. Fisher? Mr. 
Mr. Fisuer. No questions. of the 
Mr. Héserr. Mr. Hardy? Mr. 
Mr. Harpy. Thank you, Mr. Chairman. who ¥ 


I particularly appreciate the discussion Mr. Kilday has given us,; Mr. 
because I have had an opportunity to work with him some on per. | duties 
sonnel legislation. Mr. 

There are one or two points that have been raised here that I think | that is 
maybe we ought to explore a little in connection with this accelerated | Nov 
promotion which caused retirement at an abnormally early age, [| mentic 
believe you indicated that we are about to get into a normal situation | presen 


now. | tary F 
Now, do you know what that normal age is likely to be in terms of | basis, | 
employability ? ’ Mr. 


Mr. Kitpay. Well, I don’t know that the departments would agree | punish 
with me on my position on this. But you see, as I previously stated,, I pe 
man would normally come up for colonel at the end of 22 years of proper 
service, and if he had served 5 years there it would be 27 years before fear tl 
he became a general, and five years in each grade of general if he went , discip] 
that far. So it would be reaching rather close to 60, and so on. But). Mr. 


the fellow who moves right cme 6 would be caught earlier. - fact th 
Mr. Harpy. That is only if he has reached general officer rank. _| cipline 
Mr. Kurpay. That is true. Mr. 


Mr. Harpy. So that if he goes out as a colonel, he would be consid- Mr. 
erably younger than that. And certainly he would be within the age, never | 
of normal employment in industry, wouldn’t he? seem ti 

Mr. Kirtpay. Yes. The average colonel ought not to go out with commu 
less than 30 years of service. And, of course, he would not be forced} Mr. ] 
out with less than 30 years of service. And considering his original] Mr. | 
commission at 21—although that is not the original commission age—}_ Mr. . 


he would be 51 years of age. tion fo 
Mr. Harpy. That is not an old man by your standards and mine. Mr. . 
Mr. Kiwpay. That is a boy. But the 30 years of service is not anj the con 
unusual point of retirement in industry, in some industries. action t 


Mr. Harpy. But my point is this: In trying to work through this} Mr. I 
problem we are going to have to take into account the future insofar} Mr. I 
as Regular officers are coming out under the normal retirement re} Mr. | 
quirements are concerned. There is an awful lot of them that ar for oth 
going to be eligible. this are 

Mr. Kitpay. They are going to be coming out at 55; yes, sir, evet| Mr. I 
under normal situations, because your generals can only be three} cussing. 
fourths of 1 percent of the total officer strength of the service. $0) So, w 
your colonels cannot all become generals. | evidence 

Mr. Harpy. You are going to have a lot of them in the rankol, Mr. k 
captain and above in the Navy and colonel and above in the Army, ithasn’t 
Air Force, and Marine Corps? | Mr. FT 

Mr. Kitpay. Yes, sir; with 30 years of service. The average age dj think th 
original commission we found in the Integration acts, after World ler of p 
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War II, was 25, rather than 21. I think it is probably a little lower 
now. 

Mr. Harpy. And in a great many cases, serving in active duty in 
those ranks, officers have major responsibility in connection with the 
glection of weapons and the awarding of contracts; isn’t that correct ? 

Mr. Kitpay. As colonels, yes, sir; and lieutenant colonels. Many 
of them. 

Mr. Harpy. So they are in a rank, as well as the ones in star rank 
who would be affected by this possible conflict of interest ? 
us,| Mr. Kirpay. Yes. As I stated at the outset, not the rank but the 
per- | duties to which they are assigned is the important thing. 

Mr. Harpy. That is just exactly the point. I think your stress of 
ink that is a very timely thing. 
sted | Now you spoke about retired personnel policing themselves and you 
. [| mentioned the code of ethics in other professions. Now under the 
tion present situation there isn’t really any manner in which retired mili- 
| tary personnel can police themselves except on a personal reaction 
sof | basis, is there ? 
Mr. Kinpay. That is what I mean exactly, personal reaction; not 
| punishment. 
adja 1 point out that most lawyers obey codes of ethics because it is the 
sof proper thing to do. Those who might be of a mind to violate them 
fore fear the disapproval of their fellow lawyers more than they fear the 
went , disciplinary action of the bar association. 
But| Mr. Harpy. Well, now, yesterday Secretary Gates brought out the 
fact that retired military personnel are still subject to military dis- 
| cipline. 
Mr. Kitpay. That is right. 
nsid- Mr. Harpy. I believe he indicated that to his knowledge there has 
sage never been a case where one had been so disciplined. Would that 
sem to indicate that there has been an acceptance by the military 
with community as socially—I believe the term you used ? 
reed} Mr. Kripay. “Socially acceptable,” I said. 
ginal Mr. Harpy. Socially acceptable. 
e—| Mr. Kivpay. I assume you mean there had never been a prosecu- 
tion for the violation of the conflict-of-interest situation. 
ie. Mr. Harpy. There has never been a prosecution for violation of 
ot an} the conflict-of-interest statutes, nor had there been any disciplinary 
action taken by the military. 
1 this) Mr. Kanpay. In this area. 
sofar} Mr. Harpy. In this area. 
ttre! Mr. Kinpay. Of course, men are called back and court-martialed 
t are} for other violations. I have known of a number of those cases. In 
this area ; yes. 
ever) Mr. Harpy. I am speaking in terms of this ethical area we are dis- 
hree-| Cssing. 
. $ So, would that be an indication that the military have condoned 
evidences of poor ethics on the part of retired personnel ? 
nk of, Mr. Kirpay. I don’t know. Maybe they haven’t realized it. Maybe 
\rmy, ithasn’t been brought home to them. 
Mr. Harpy. Certainly, there has been enough talk of it. And I 
ige of| think the talk probably has centered around a very, very limited num- 
Vorld ber of people. But there has been no action taken. I presume the 
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basis upon which action would be taken would be, in old terms, “of 
conduct unbecoming an officer.” But have you ever heard of action 
being initiated against a retired officer because of conduct which 
bordered on unethical after he was retired ? 

Mr. Kizpay. No, sir. I have read of the beer salesman. I believe 
that was mentioned here. 

Mr. Harpy. No disciplinary action was taken against him. 

Mr. Kitpay. I think they forfeited his retired pay. 

Mr. Harpy. That is right. He was penalized by being required to 
forfeit his retired pay for the period in which he was selling beer to 
the commissary store, incidentally, or the PX, I believe. Kotuall , 
he was selling beer which was purchased with nonappropriated funds 
And that is the single outstanding case. 

But the thing that I was trying to understand is how are we goi 
to hope to develop a system where the retired personnel or the military 
would police themselves as the doctors and lawyers supposedly do. 

Mr. Kinpay. I was attempting to point out here that it is to their 
own best interests to do. 

Mr. Harpy. They are a long time finding it out. 

Mr. Kitpay. Primarily because of their standing and prestige in the 
community. And I just didn’t throw in that pay recomputation. I 
thought that maybe it would be an opportunity to call to their atten- 
tion that it is to their best material advantage to see to it that the 
other retired personnel stay in line. 

Mr. Harpy. Well, now, you spoke also of your own personal feeling 
to the ffect that an officer should not be employed by a contractor whom 
he could be in a position to favor, I believe something of that kind. 

Mr. Kinpay. Yes. 

Mr. Harpy. Or even give the appearance of doing so. Now that 
I believe is really the point of this whole present discussion. It is 
cases of that kind that have brought this thing into focus, where at 
least they have given the appearance of doing so. 

Now is that the type of thing that you are suggesting the retired 
personnel police on th 

Mr. Kizpay. That is true. 

When I say “police,” I mean that they just be conscious of it, that 
the man who does not abide by the code of conduct that they have 
established for themselves is not as highly respected as the others. 

Mr. Harpy. You are suggesting, then, that they nurture an attitude 





| 


eir own? | 
‘ 


of contempt rather than one of envy ? 


Mr. Kixipay. That is right. | 

Mr. Harpy. Thank you, Mr. Chairman. 

Mr. Héserr. Mr. Kilday, I want to clear up one point which you | 
made in your opening statement, and that is the reference to the chair- 
— statement yesterday in connection with the retired pay given to 
officers. 

Certainly there was no intention on my part to indicate that the 
officer was not entitled to that retired pay, but it was merely pointed | 
up to show that it was the taxpayer’s 100-percent dollar which was 
going into that pay, and our right to know exactly what that pay was. 

Mr. Kinpay. W 


you are the ranking member of my Pay Subcommittee. r.. 
Mr. Héserr. I was just going to suggest that, too. I have beenon) Mr, 
all these committees with you. | like to. 
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of Mr. Kizpay. And you are as conscious of that as anyone. I didn’t 
mn want the record to stand that there is no contribution made because I 
‘h think that our committee is pretty well convinced that we have ad- 


| justed the pay scales in view of the fact that there was no contribution 
@. ‘ 
ma think we have failed utterly in convicing the membership of Con- 
ss that that is true, although it is actually true. As an example, 
| in the other body when the $1,200 retirement annuity tax credit was 
over there they let it apply to everybody except the retired military 
personnel on the grounds that it was a gratuity. ; 

| O course, they realized the error of their ways and in the next session 
of Congress that was adjusted so they did get the tax credit. _ 

Mr. Hiner. I think, too, the discussion now indicates the difficulty 
ng | of the position because this committee does not say to the retired in- 
TY dividual from the military that he has no right to work for the Defense 

i Department or the Government should be deprived of his brains. But 
er | weare in the area of trying to cull out the abuses which, of course, are 
| magnified tremendously over the area where there are no abuses. But 
’ certainly the military man does earn his retired pay. 
the Mr. Kinpay. That is right. 
I Mr. Hésertr. But the fact is that it is paid 100 percent by the 
en- Government or by the taxpayer. 
the Mr. Kinpay. That dedkccashinien is where you and I don’t agree, 
_ | Mr. Chairman. 
Ing Mr. Hésert. What conclusion is that ? 
om Mr. Kinpay. It is 100 percent paid by the taxpayer and no portion 
nd. | of it contributed by the retired man. We would have made the pay 
714 percent more, if we were to take it away 
hat Mr. Hésert. It was discussed. 
t 1s Mr. Kirpay. You remember the different times we put the increase 
eat on allowances rather than on pay, for the very purpose of exempting it 
| from tax. We have always figured those things. 
ired Mr. Hépert. That has been always a subject of discussion. 

| Mr. Kitpay. Sure. 

Mr. Héserr. I just wanted to bring that out. Thank you very 
that} much, Mr. Kilday. 

vave} = Mr. Kinpay. Thank you. 

iers.} Mr. Hézerr. I appreciate your appearance, 

tude} Mr. Kipay. Thank you. 

Mr. Courtney. Senator Douglas. 

Mr. Hésert. The committee will be in order. 

Now, our colleague, Mr. Charles Bennett of the committee, has 
you’ graciously agreed to stand aside so we can hear Senator Douglas next. 
hair- Senator Douglas. 





an to 
STATEMENT OF THE HON. PAUL H. DOUGLAS, A MEMBER OF THE 
fe U.S. SENATE FROM THE STATE OF ILLINOIS 


was Senator Dovetas. I will be very glad to have Mr. Bennett go first. 
was.| Mr. Hézerr. No, Senator. We are always gracious to the Members 
purse; of the other body. 
Mr. Bennett. You are our visitor. 
enon} Mr. Hiserr. Senator, there are so few of you and so many of us, we 
| like to extend this courtesy. 
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Senator Doveras. Mr. Chairman, first let me say that I am appear. 
ing here at your invitation. 

Mr. Héperr. Order, please. 

Senator Dovetas. I am appearing here at your invitation and not 
at my solicitation. 

Mr. Hésert. That is correct. We are always glad to have you. 

May I also say in the other body you have been a very fine friend of 
this committee. 

Senator Doveuas. I want to thank the chairman and the committee 
for the invitation to appear. 

Your committee, under the chairmanship of Representative Hébert, 
has performed numerous notable public services in the past, and J 
want to commend you specifically for the first-rate investigation of 
negotiated contracts which you made in the 84th Congress. I think 
that was a public service of the first magnitude which showed that 
approximately 95 percent of the contracts were negotiated rather than 
let under principles of competitive bidding. 

The task to which you are now addressing yourselves is one which 
is of great importance to the public interest and to the adequate defense 
of our country. 

Neither the chairman of the committee nor the Senator from Illinois 
is seeking to downgrade or to interfere with our defense effort. Rather, 
our purpose is to provide our country with a stronger defense, to 
change some of the present fat into greater combat muscle, and to 
provide our citizens with a dollar’s worth of defense for every dollar 
which is thus spent. 

As some may misunderstand our basic purpose, I believe that this 
statement should be made crystal clear. Let no one—in an effort to 
cover up—charge that we are trying to weaken the national defense 
or damage the reputation of the military. On the contrary, we are 
trying to increase combat efficiency by helping to reduce some of the 
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wastes which now prevent adequate sums from being spent as prepara- 


tion against limited war and for missiles. 

What I desire to do today is merely to file with you certain infor- 
mation which is related to your own investigation. This information 
was provided at my request as a result of the Senate Finance Com- 
mittee hearings on the Renegotiation Act. 

On June 2 of this year, I asked the General Counsel of the Defense 
Department to provide me with the list of all former officers of the 
rank of Navy captain and above, or Army, Marine, and Air Force 
colonel and above, now employed by the 100 companies and their 153 
subsidiaries which, in the period July 1, 1957, to June 30, 1958, received 
74.2 percent of the total of all military prime contract awards—in 
other words, three-quarters of the contract awards went to these 100 
companies and their subsidiaries. 


794,800,000, of which these 100 companies and their subsidiaries | 


received contracts in the amount of $16,164,300,000. 
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former officers who worked for 88 of these companies and their sub- | 
sidiaries. These names were printed in the Finance Committee heat | 
ings—on the renegotiation, a copy of which I hold in my hand, and 


which is available to you—and I also inserted them in the Congres 
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* | gional Record for June 17. In addition to the initial list, the Defense 
Department has since provided me with two supplemental lists which 
_ add some names and companies and also make some minor corrections 
® | grthe original list. 

And I shall be very glad if you wish to have inserted in the record 
Thermofax copies of these additional letters. 





of | Mr. Hiéperr. Senator, we should have at this point, if you have 
| available, the entire list. 

ee Senator Doveras. Yes, sir. 
| Mr. Hénerr. I mean the original and the supplemental list. 

ty Senator Dova.as. Yes, sir. 

" Mr. Hézerr. Fine. 


Senator Doveras. The first supplemental list contained a net addi- 
1k | tion of 37 names and the second a net addition of 10 names. This 


at 





| brings the total to 768 former officers, of the rank of Navy captain and 
in ' colonel, and above, who are now employed by 97 of the 100 companies 
| And I hereby submit a list of these officers, brought up to date, and 
ch | ¢lassified by companies, alphabetically. 
ise ss Mr. Héperr. Those are the three lists you are submitting now? 
. | Senator Doveras. This is a consolidated list. 
sone Mr. Héserr. A consolidated list. 
er, Senator Doveuas. And also, if you wish to, I have letters from the 
to Defense Department on the supplemental lists. 
to | Mr. Héserr. No; just so long as we have the list now. 
lar | Senator Doveras. Very good, sir. 
; Mr. H&éeerr. These lists include, Senator 
his | Senator Dovetas. Yes, sir. 
, to Mr. Héserr. Not a designation numerically by names? 
am Senator Doveras. Yes; they are numerically and by name. 
are | Mr. Héserr. Because I notice in the list which you submitted in 
the | the record, there were certain names mentioned, I think, and only 
‘ra numbers for companies. This includes the names? 
Senator Doverias. This includes names, and I think—in the origi- 
for- | nal press release we did not include the names. 
fon; ~=Mr. Hénerr. But you are now including the names? 
om- Senator Doveras. Pardon me, sir. But in the insertion in the 
record we did include the names. 
ensé} = Mr. Héserr. And all 700—I am to understand you are now sub- 


the | mitting the 768 names? 
orcé} Senator Doveras. That is correct, sir. 
153] Mr. Héperr. All right. 

ived} Senator Doveras. General Motors Corp. and the Standard Oil Cos. 
—Il | of California and Indiana, however, have yet to provide a list of their 
100 | employees to the Defense Department, a!though I have requested the 
| Department to obtain this information. 
$21-| Now, Mr. Chairman, let me turn to the significance of these figures. 
ari |, for one, certainly do not desire nor intend to cast aspersions against 
| any particular individual. Certainly not all these individuals are 
directly connected with the negotiation of defense contracts. Many 
sub- (of them are probably not even indirectly connected with these con- 
heal | tracts. The questionnaire which your committee has sent out should 
, and provide more detailed and exact information than the mere names 


gre | and numbers of these individuals. But my list may perhaps help as a 
starter. 
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However, when one examines the procurement system of the De. 
fense Department—and your committee has done invaluable work in 
oing into those aspects—and also the numerous General Accounting 
fice reports of the abuses in Defense Department contract pro- 
cedures—many of which were undertaken at the request of this com- 
mittee—I submit that one can readily perceive the potential abuses of 
having such a large number of former officers in the pay of these 
giant corporations. 

For, as we know—and as your committee has brought out—95 
ercent of the number and 86 percent of the total dollar amounts of 
efense contracts are negotiated contracts rather than contracts let 

by competitive bidding. I read into the record of the renegotiation 
hearings some 21 examples of overcharges on Defense Department 
contracts which involved some of the 100 companies. The sample of 
the General Accounting Office was admittedly scanty but the total 


amounts of such overcharges in these few cases amount to about $65 


million. 
And I would submit for the record, if you wish, the excerpts from 


the reports of the General Accounting Office which I prepared and 
which [ placed in the record. 
Mr. Héserr. Well, Senator, we have that already in the record of 


the committee, in the hearings. , 
Senator Dovcias. While I make no specific charges and indict no 


one person, I submit that there are abuses which need to be corrected. | 
When companies with defense contracts hire officers of high rank, some | 


of whom negotiate with their fellow officers, or who may sit in the back 
room while such negotiations are going on, or who have information 
from their former comrades which is useful to their companies, the 
potential and actual abuses of the negotiated contract system are 
magnified. 

What we seek is not punitive legislation, as such, but legislation 
which will both preserve public confidence in the military procure- 
ment system and which will also protect former officers by establish- 


ing more adequate guidelines concerning the type of activities in which | 


they may engage. 

Mr. Chairman, I have submitted the material in question. 

I hope this information will be helpful to you so that on the basis 
of it, and of other information, your committee may make responsible 
recommendations for the more adequate protection of the public in- 
terest in these matters. 

Mr. Hésert. Thank you very much, Senator. 


Senator Doveras. I may say that Senator Javits and I have pre- 


pared a bill which has been introduced in the Senate. I would like 

to submit a copy of that bill for your scrutiny and examination. 
We don’t pretend that it is a perfect bill in any sense, but we do 

feel that it may meet some of the looseness in the present statutes 


which are rather restrictive in their definition of claims and sales. 


and which do not seem to cover aiding in the negotiation of contracts 
for third parties. 

And we also seek to put some responsibility on the companies which 
hire men who violate the law, so there will be a deterrent there. And 
to reassure some of the gentlemen, I may say this applies in the future. 
It is not retroactive. So it is in no sense intended to be a wholesale 
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disbarment of officers who are now on the various company payrolls. 

I furthermore want to say that there is, of course, a distinction 
between technical service in private industry—engineering service— 
and selling service. 

I think it is perfectly proper for retired officers to serve in a tech- 
nical capacity in the designing of weapons and other duties. But I 
think it is questionable, very questionable, when you have officers deal- 
ing with their former colleagues and subordinates in the negotiation of 
contracts. t 

Mr. Hésert. Well, of course, Senator, that is the key to the whole 
situation. 

Senator Dovetas. Yes. 

Mr. Hépert. As to the definition of “selling.” Now, Deputy Secre- 
tary of Defense Gates yesterday testified in his opinion the No. 1 
salesman of a company was the president, and the No. 2 salesman of 
the company was the chairman of the board. And in quite a number 
of instances we find retired military personnel as presidents and as 
chairmen of the boards. So by his own definition, they are the top 


’ salesmen for these companies. And it is going to be our problem to 


decide exactly what selling is, and to define it. 
Senator Dove.as. Yes. 
Mr. Héserr. And I am sure your bill, and that of Senator Javits, 


will be most helpful in guiding us along the lines you were thinking. 


Senator Dovucras. Senator Javits is a very competent lawyer, and I 


am not a lawyer, so I would prefer to let him discuss the details of 


the bill, if you wish to question him. Except to say we have made a 





Mr. Hézerr. We will hear from Senator Javits. We invited him. 
He is supposed to be here today. 

Mr. Courrney. At 11. 

Mr. Heserr. Mr. Courtney. 

Mr. Courtney. I have no questions. 

Mr. Hésert. Mr. Hess? 

Mr. Hess. No questions. 

Mr. Hépertr. Mr. Winstead. 

Mr. Winsteap. No questions. 

Mr. Hésert. Mr. Gavin. 

Mr. Gavin. I wonder if the Senator has an idea about establishin 
more adequate guidelines concerning the type of activities in whith 
they may engage? Have you any suggestions to offer as to what is 
the guideline or how you can approach it ? 

Senator Dovetas. Well, in general I think that there should be a 
period of time during which these retired officers should not partici- 
pate in the negotiation of contracts or services. 

And I mean the negotiation of contracts for the furnishing of either 
materials or services. There should be a cooling-off period, if I may 


_ use that expression, during which they would not deal with these 
_ matters. They could serve in a technical capacity, without limit. 
, But I think there should be a cooling off-period. I have thought this 


should apply in the case of members of regulatory commissions, and 
that they too should have a cooling-off period. 

I would apply the same principle to these officers. Replying to your 
question, Congressman, I would have permanent disbarment for their 
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dealing with matters over which they had direct jurisdiction when 





they were in service. And I would have as one of the penalties the 
loss of retirement pay. 


Mr. Gavin. Do you know of any examples where any of the retired | 





personnel 

Senator Dovexas. I am not a detective, Congressman, and I am—~ 

Mr. Gavin. What? 

Senator Doveras. I am not on the Armed Services Committee, 
And I want to make it clear that I am not indicting any person. | | 
want to be very clear on that. 

But, frankly, it was Congressman Hébert who started me on this | 
some years ago. Because he—and your committee—brought out facts 
on negotiated contracts. And I was shocked to find that 95 percent of 
the contracts were negotiated and not subject to competitive bidding, | 

I must say that I see very little improvement, because in the last | 
report, which was submitted for the year 1957-58, 95 percent of the | 
number of the contracts and 86 percent of the dollar volume are stil] | 
let under negotiated conditions. And in spite of all the statements | 
that there would be an improvement, in terms of numbers I see no | 
improvement. 

Now, the next thing which impressed me was the General Account- 
ing Office audits of a number of these companies, showing that some of 
the companies, some of the biggest in the country, in making a target 
estimate of cost, would have two sets of costs—a high cost which they | 
would submit officially, and a real set of costs which they knew inter. | 
nally, with the result that under the so-called savings sharing they | 
would get I believe a fifth of the difference. They tended as a matter 
of fact to know what their costs would be very accurately. The actual 
cost turned out to be almost on the head of what their internal esti- 
mates were. But the figure which they used for negotiation and which 
they succeeded in getting the supply officers to accept would be much in 
excess of this. 

And the General Accounting Office, which is certainly a careful 
body, charged in most of these instances that the deception was inten- 
tional. 

Now, this excited me very much, particularly when we dealt with the 
Renegotiation Act—I happen to be a member of the Finance Commit- 
tee on the other side. We invited the chairman of your full committee, 
Congresman Vinson, to come over and testify. His testimony was 
most valuable. Asa result of it our committee determined to renew the 
Renegotiation Act without any crippling amendments. We passed it 
through the Senate and were successful in getting this adopted in 
conference. 

Now, these are the reasons why I have been concerned. 

And then, as we went into the matter, it was obvious that the defini- | 
tion of sales and claims is so loose that the present statutes do not, |) 
think, cover a retired officer dealing as an agent of a corporation, sell- 
ing goods or services owned by them and not by him. | 

Mr. Hésert. Are you finished ? | 

Mr. Gavin. Well, I just want to say to the Senator: The General. 
Accounting Office recently put on—how many additional, Mr. 
Counsel ? 

Mr. Hézerr. 200. 
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Mr. Gavin. 200 additional auditors. 

A more careful screening of all of these contracts could be under- 
taken by the Government, if the General Accounting Office would 
seek appropriations from the Congress to put on a sufficient number of 
people to check and recheck and doublecheck every particular item and 
every particular contract. So possibly the Congress should give care- 
ful consideration to seeing that all of these contracts are more care- 
fully screened in the future than they have been in the past, for the 

rotection: 

Senator Dovatas. Sir, I would respectfully suggest that the serv- 
ices, themselves, should do more to protect the taxpayers, and that we 
should not be compelled to rely upon the General fpr tare Office 
as the first line of defense. 

I would say the services are the first line of defense; the General 
Accounting Office, the second line of defense; and the Renegotiation 
Board, the third line of defense. 

But if the first line of defense does not function, then of necessity 
the second and the third lines of defense will have to bear an undue 
burden and will not be able adequately to check the difficulties. 

Mr. Héserr. Mr. Price. 

Mr. Gavin. That is a point that I have specifically brought out. 
And I agree with you on the first line of defense. But whether or 
not they do have the personnel with the experience and ability to 
cope with these situations is questionable in my mind. And I have 
constantly impressed upon them the need and necessity for having 
able, experienced people to cope with those that they are dealing with 
in these contracts. 

Senator Doucias. You mean the procurement services—the pro- 
curement branches. 

Mr. Gavin. Procurement practices. 

Mr. Héserr. Mr. Price. 

Mr. Price. Mr. Chairman, I think the distinguished Senator from 
Illinois has expressed the concern held by most of us in this matter, 
and I want to compliment him on his suggested attack to the problem 
in the area of the retired officers who may go to private business and 
continue to sit at the contract-negotiating table. 

I think if there is any area that should be considered, this is it. 
Because that would be the opening wedge for any improprieties. 

I want to say that I agree with you in the approach you suggest— 
that we give consideration to it. 

Senator Doucias. I thank the Congressman. 

I may say the difficulty is very real where you have men who have 
been the colleagues of the procurement officers and in some cases have 
made out fitness reports on these officers, have promoted them, and 
then if and when they show up on the other side of the table repre- 
senting the contractor, and the contract is then negotiated between 
them, without competitive bidding, it is obvious that there are possi- 
bilities of abuse; and, furthermore, I think we all know that gratitude 
isa human quality and the past associations inevitably will have some 
influence. 

Mr. Price. And this isn’t any novel idea, because you have laws 
governing this in other Federal agencies. 
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Senator Dovexas. Yes. Almost every other Federal agency—as a 
matter of fact, I have urged that it be applied to the heads of regula- 
tory agencies as well. 

Mr. Price. That isall I have. 

Mr. Hésert. Mr. Norblad ? 

Mr. Norsiap. No. 

Mr. Hepert. Mr. Fisher? 

Mr. Fisuer. No questions. 

Mr. Hépsertr. Mr. Hardy ? 

Mr. Harpy. Mr. Chairman, I would just like to express appreciation 
for Senator Douglas’ interest and his helpfulness to the committee, 

In view, Senator, of your comments in response to Mr. Gavin and 
Mr. Price about the need for legislation, I take it that you would not 
consider the policing proposition—self-policing proposition suggested 
by Mr. Kilday—to be adequate in itself. There would have to be 
some supporting legislation ? 

Senator Dovetas. Well, of course, public opinion is the most. pow- 
erful factor in a democracy and professional esteem is one of the 
things which men prize most. 

But I do not think that it would be sufficient in this case, for many 
reasons, one of which was hinted at by your question addressed to Con- 
gressman Kilday—namely, that the retired officer leaves the service 
and then enters civilian employ; and any public opinion which might 
bear upon him from his fellows is diffused and scattered. He becomes 
really a member of the civilian community, but with influence upon 
the military department. And the civilian community does not know 
what he is doing, or what his duties are. It is accepted as a very 
proper thing for him to go into civilian employment. So that there 
is no civilian public opinion which builds up. 

And, on the other hand, he is separated—somewhat separated from 
his former comrades—and the morale of the combat services is not 
brought to play upon him, or at best only ina minor degree. So that I 
do not think that you can depend purely on professional self- 
discipline. It is important; it is necessary. But I think we ought to 
have a better definition in the law than sales and claims. I think we 
should consider the possibility of disqualification for 2 years in deal- 
ing with his own service and permanent disqualification if the re- 
tired officer deals with a matter in which he was directly concerned 
when he was in the service. Further, some restraint should be placed 
upon the companies. 

Mr. Harpy. In other words, on this question of self-policing or the 
professional ethics, it is your feeling that after a military officer re- 
tires, the kind of professional ethics which he felt on active duty is 
somewhat dissipated ? 

Senator Doveras. Yes, I would say so. Of course, there are still 
codes of conduct, of bravery, of truth telling, and so forth, that you 
cherish. But in this very difficult field of conflict of interests, I don’t 
think they will be strong. And you will forgive me if I may make a 
remark which may seem to be malicious, but I think it is true— 
namely, these codes are not as rigidly adhered to by those in the sup- 
ply and procurement departments as those in the combat services. I 
reserve the right to edit that remark, I may say. 

Mr. Harpy. Maybe the opportunities are not the same. 
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Senator Dove.as. It is a difficult set of duties and does not carry 
with it I think the same standards that combat troops and officers are 
expected to conform to. 

{r. Héserr. Thank you very much, Senator Douglas. 

Senator Doveras. Thank you, sir. 

Mr. Hizert. We appreciate > sa a 

(The material furnished by Senator Douglas is as follows :) 


A BILL To amend titles 10 and 18 of the United States Code with respect to activities 
by retired or former officers of the Armed Forces in connection with sales to the Gov- 
ernment and proceedings, contracts, claims, controversies, or other matters relating to 
activities of the department in which they have served 


That this Act may be cited as the “Retired Officers Defense Procurement 
Activities Act of 1959.” 
Sec. 2. (a) Chapter 15 of title 18, United States Code, is amended by— 

(1) striking out the following sentence in setion 281 thereof: “Nothing 
herein shall be construed to allow any retired officer to represent any 
person in the sale of anything to the Government through the department 
in whose service he holds a retired status.” ; 

(2) inserting therein, immediately after section 281 thereof, the follow- 
ing new section: 


“§ 281A. Disqualification of retired officers of the Armed Forces. 

“Whoever, being a retired officer of the Armed Forces of the United States 
not on active duty— 

“(a) at any time knowingly represents, aids, or assists, or acts as agent 
or attorney for, anyone in connection with any proceeding, contract, claim, 
controversy, sale, or other matter (1) to which the United States or any 
department or agency thereof is a party or in which the United States or 
any department or agency thereof is directly or indirectly interested, and 
(2) concerning which he had any direct responsibility while in active duty 
status; or ; 

“(b) within two years after his retirement knowingly represents, aids, 
or assists, or acts as an agent or attorney for, anyone in connection with 
(1) the sale of anything to the Government through the department in whose 
service he holds a retired status, or (2) any proceeding, contract, claim, 
controversy or other matter to which the United States or that department 
is a party, or in which the United States or that deparment is directly or 
indirectly interested, and which relates to any activity of the Department 
in which he holds a retired status— 

shall be fined not more than $10,000, or imprisoned not more than one year, 
or both, except that nothing in this section shall prevent any officer from taking 
uncompensated action, not inconsistent with the faithful performance of his 
duties, to aid or assist any person who is the subject of disciplinary proceedings 
which may result in his removal or suspension from a position in Government, or 
other penalty, or who has been removed or suspended from such a position, to 
present his defense or to be reinstated or restored to duty.” ; and 

(3) inserting in section 284 thereof, immediately before the word “Who- 
ever’, the subsection designation “(a)”, and by adding at the end of that 
section the following new subsection : 

“(b) Whoever, being a former officer of the Armed Forces of the United 
States, within one year after his service (including any service in a retired 
status) has ceased, knowingly represents, aids, or assists, or acts as an agent 
or attorney for, anyone in connection with any proceeding, contract, claim, con- 
troversy, sale, or other matter (1) to which the United States or the depart- 
ment administering the service in which he formerly served is a party, or in 
which the United States or that department is directly or indirectly interested, 
and which relates to any activity of that department, or (2) with regard to 
which he had any direct responsibility while serving in an active duty status 
in that service, shall be fined not more than $10,000, or imprisoned not more 
than one year, or both.” 

(b) The chapter analysis of chapter 15 of title 18, United States Code, is 
amended by inserting therein, immediately after the item relating to section 
281, the following new item: 


“281A. Disqualification of retired officers of the Armed Forces.” 
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Sec. 3. (a) Title 10 of the United States Code is amended by— 
(1) inserting therein, at the end of chapter 349 thereof, the following new 
section : 


“§ 3640. Pay: retired Regular officers; withheld while employed by certain con- 
tractors. 

“If a retired officer of the Regular Army is engaged for himself or others in 
selling, or contracting or negotiating to sell, military supplies, services, or war 
materials to the Department of the Army, he is not entitled to any payment from 
the United States while he is so engaged.” ; 

(2) inserting in section 6112(b) of chapter 559 thereof, immediately 
after the word “supplies”, a comma and the word “services” ; 

(3) inserting therein, at the end of chapter 849 thereof, the following new 
section : 


“§ 8640. Pay: retired Regular officers; withheld while employed by certain con- 
tractors. 

“If a retired officer of the Regular Air Force is engaged for himself or others 
in selling, or contracting or negotiating to sell, military supplies, services, or 
war materials to the Department of the Air Force, he is not entitled to any 
payment from the United States while he is so engaged.” ; and 

(4) inserting therein, at the end of chapter 137 thereof, the following 
new section : 


“§ 2315. Ineligible contractors. 

“No purchase of or contract for the purchase of property or services covered 
by this chapter may be made with any person, firm, corporation, concern, or 
other party who has employed any retired officer of the Armed Forces of the 
United States within two years after his retirement, or any former officer of 
the Armed Forces of the United States within one year after his service (in- 
cluding any service in retired status) has ceased, while such retired or former 
officer knowingly represents, aids, or assists, or acts as an agent or attorney 
for, such person, firm, corporation, concern, or other party, in connection with 
(1) the sale of anything to the Government through the department in whose 
service such retired or former officer holds a retired status or served, or (2) any 
proceeding, contract, claim, controversy, or other matter in which the United 
States or that department is a party, or in which the United States or that 
department is directly or indirectly interested, and which relates to any activity 
of that department, except that this provision shall not apply with respect to 
the employment of any retired or former officer which has commenced before 
the effective date of this section.” 

(b) The analysis of chapter 349, title 10, United States Code, is amended by 
adding at the end thereof the following new item: 

“3640. Pay: retired Regular officers; withheld while employed by certain contractors.” 


(ec) The analysis of chapter 849, title 10, United States Code, is amended by 
adding at the end thereof the following new item: 


“8640. Pay: retired Regular officers; withheld while employed by certain contractors.” 


(d) The analysis of chapter 137, title 10, United States Code, is amended by 
adding at the end thereof the following new item: 


“2315. Ineligible contractors.” 
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RETIRED MILITARY OFFICERS ABOVE AND INCLUDING THE RANK OF COLONEL IN 
THE EMPLOYMENT OF PRIVATE INDUSTRY 


1. American Bosch Arma Corp., 320 Fulton Avenue, Hempstead, N.Y.: None. 

2. American Telephone & Telegraph Co., 195 Broadway, New York, N.Y. Affili- 
ates—Western Electric Co., Teletype Corp. : Capt. Forest M. Price. 

3. Asiatic Petroleum Corp., 50 West 50th Street, New York, N.Y.: None. 

4. Aveo Corp., 750 Third Avenue, New York, N.Y.: Maj. Herbert M. Jones, U.S. 
Army; Lt. Gen. C. S. Irvine, U.S. Air Force; Brig. Gen. Monro MacCloskey, 
U.S. Air Force; Rear Adm. Edward L. Woodyard, U.S. Navy. 

5. Bath Iron Works Corp.,? Bath, Maine: Adm. Robert Bostwick Carney, U.S. 
Navy ; Col. Harry Beahan Carney, U.S. Air Force. 


2 Company personnel records do not list military rank attained. 
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6. Beech Aircraft Corp., 9709 East Central Avenue, Wichita, Kans.: Capt. James 
O. Taylor, U.S. Naval Reserve; Col. Cliff K. Titus, U.S. Army Reserve. 

7. Bell Aircraft Corp.,? Post Office Box 1, Buffalo, N.Y. Affiliates—Bell Heli- 
copter Corp., Hydraulic Research & Manufacturing Co., Wheelabrator Corp. : 
Maj. Gen. George Olmsted, Col. William I, LeVan, U.S. Army; Col. Stuart G. 
McLennan, U.S. Air Force. 

8, Bendix Aviation Corp., Fisher Building, Detroit, Mich. Affiliates—Bendix 
Westinghouse Automotive Air Brake Co.; Sheffield Corp.: Col. A. L. Baylies, 
U.S. Army; Capt. U. S. Brady, Jr., U.S. Navy; Col. C. P. Burton, U.S. Army; 
Rear Adm. W. E. Cleaves, U.S Navy; Capt E. R. Dare, U.S. Navy; Col. W. J. 
Darmody, U.S. Army; Col. G. W. Dauncy, U.S Army; Col E. J. Dorsey, U.S. 
Marine Corps; Col. E. S. Matthews, U.S. Army; Col. G. A. Morgan, U.S. Army 
Reserve; Col. J. H. O’Malley, U.S. Army; Capt. G. H. Richards, U.S. Navy; 
Capt. C. H. Shildhauer, U. S. Naval Reserve; Col. F. R. Swoger, U.S. Army. 

9, Bethlehem Steel Co., Inc., Bethlehem, Pa. Affiliate—Bethlehem Pacific Coast 
Steel Corp.: Rear Adm. H. L. Collins, U.S. Navy; Rear Adm. W. R. Dowd, U.S. 
Navy; Capt. G. W. Dick, U.S, Coast Guard; Rear Adm. R. B. Goldman, U.S. 
Navy; Rear Adm. W. T. Jones, U.S. Navy; Capt A. L. Mare, U.S. Navy; Capt. 
H. C. Nichols, U.S. Naval Reserve; Capt. A. G. Schnable, U.S. Navy. 

10. Blue Cross Association, 55 East 34th Street, New York, N.Y. : None. 

11. Boeing Airplane Co., Seattle, Wash.: Col. Charles Armstrong, U.S. Army; 
Col. Leo W. Bagley, U.S. Army; Col. Robert V. Bowler, U.S. Army; Capt. Por- 
tus D. Boyce, U.S. Navy; Capt. John L. Brown, U.S. Navy; Col. George A. 
Corneal, U.S. Air Force; Brig. Gen. Jack C. Crosthwaite, U.S. Air Force; Col. 
Ralph A. Dutton, U.S. Army; Col. Archie C. Edwards, U.S. Air Force; Col. 
Wendell C. Fields, U.S. Army; Rear Adm. Gerald Galpin, U.S. Navy; Capt. 
James A. Haley, U.S. Navy; Capt. Richard D. Harwood, U.S. Navy; Col. Theo- 
dore Hikel, U.S. Army; Col. Lauri S. Hillberg, U.S. Army; Col. Francis R. 
Hoehl, U.S. Air Force; Col. Arthur L. Logan, U.S. Air Force; Capt. Henry M. 
Marshall, U.S. Navy; Col. Ned Joseph Martini, U.S. Army; Col. Paul B. 
Nelson, U.S. Army; Maj. Gen. Homer Oldfield, U.S. Army; Capt. James C. 
Partington, U.S. Coast Guard; Col. Orville Rehmann, U.S. Air Force; Capt. 
Herbert G. Sheplar, U.S. Navy; Col. William J. Simons, U.S. Air Force; Capt. 
Riley Site, Coast and Geodetic Survey; Col. Harry G. Spillinger, U.S. Army; 
Col. Fred L. Thorp, U.S. Army; Capt. Warren Vincent, U.S. Navy; Capt. 
Charles S. Weeks, U.S. Navy. 

12, Brown-Raymond-Walsh,* 24th Street, New York, N.Y. : None. 

12-A. Burroughs Corp., Detroit, Mich.: Lt. Gen, R. J. Canine, Adm. H. D. Baker, 
Col. R. V. Fite, Col. C. L. Register. 

18. California Institute of Technology, Pasadena, Calif. : None. 

14. Cessna Aircraft Co., Wichita, Kans. : Capt. Richard J. Greene, U.S. Navy. 

15. Chance Vought Aircraft, Inc., Dallas, Tex.: Rear Adm. A. H. Perry, U.S. 
Navy; Adm. H. B. Sallada, U.S. Navy; Vice Adm. H. Sanders, U.S. Navy; 
Capt. C. A. Briggs, U.S. Navy; Col. H. R. Jordan, U.S. Marine Corps; Col. BE. F. 
Klinck, U.S. Army. 

16. Chrysler Corp., 341 Massachusetts Avenue, Detroit, Mich.: Col. Gervais W. 
Trichel, U.S. Army; Col. William J. D’Espinosa, U.S. Army; Capt. William J. 
Hickey, U.S. Navy; Col. John L. Hornor, Jr., U.S. Army; Brig. Gen. Joseph W. 
Horridge, U.S. Army; Rear Adm. Duncan C. MacMillian, U.S. Navy; Col. 
Joseph A. MeNerney, U.S. Army; Col. Samuel F. Silver, U.S. Army; Col. Horace 
F, Sykes, Jr., U.S. Army; Col. William M. Talbot, U.S. Air Force; Rear Adm. 
Rutledge B. Tompkins, U.S. Navy. 

17. Cities Service Co., 60 Wall Tower, New York, N.Y. Affiliates—Cities Service 
Petroleum, Inc.; Cities Service Oil Co. (Delaware) ; Arkansas Fuel Oil Corp.: 
Col. G. H. McCullagh, U.S. Army Reserve; Col. W. R. Boyd III, U.S. Air Force 
Reserve; Rear Adm. James Rose, U. S. Naval Reserve; Col. Wilmer G. Wilson, 
U.S. Army Reserve. 

18. Collins Radio, 855 35th Street, Northeast, Cedar Rapids, Iowa: A. S. Born, 
L. R. Heron, E. J. Beller, R. L. Fulcher, Charles Kissner. 





*Lt. Gen. William E. Kepner, U.S. Air Force, acts as consultant to Bell Aircraft. He is 
currently employed by Radiation, Inc., Orlando, Fla. 
* Joint venture consists of Brown & Root, Inc., 4100 Clinton Dr., Houston, Tex. ; Raymond 


International, Ine., 140 Cedar St., New York, N.Y.; Walsh Construction Co., 711 3d Ave., 
New York, N.Y. 
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19. Continental Motors Corp., 205 Market Street, Muskegon, Mich. Affiliates— 
Continental Aviation & Engineering Corp., Gray Marine Motor Co., Wisconsin 
Motor Corp.: Capt. C. C. Busenkell, U.S. Navy; Col. Harrison H. Hiberg, U.S, 
Army. 

20. Continental Oil Co.,* Houston, Tex.: Col. E. R. Baker, U.S. Army; Col. R. 
W. Hird, U.S. Army. 

21. Curtiss-Wright Corp., Wood-Ridge, N.J.: Capt. R. J. H. Conn, U.S. Navy; 
Capt. Robert F. Jones, U.S. Navy; Capt. A. R. Sanborn, U.S. Navy; Capt, 
H. M. Sartoris, U.S. Navy. 

22. Defoe Shipbuilding Co., Bay City, Mich. : None. 

23. Douglas Aircraft Co., Inc., Santa Monica, Calif.: Col. A. D. Dugan, U.S. 
Air Force; Col. L. L. Sailor, U.S. Air Force; Capt. J. L. Elwell, U.S. Navy; 
Lt. Gen. Ira C. Eaker, Rear Adm. E. H. Eckelmeyer, Brig. Gen. O. F. Carlson, 
Brig. Gen. 8S. L. McCroskey, Capt. Maurice Kauffman, Capt. J. R. Ruhsenberger, 
Capt. J. E. Baker, Capt. J. O. Bigelow, Col. A. C. Miller, Col. J. W. Leonhardt, 
Col. R. A. Gardner, Col. Jerdon Coleman, Col. S. W. Hankins, Col. M. B, 
Chatfield. 

24. E. I. du Pont de Nemours & Co., 1007 Market Street, Wilmington, Del. 
Affiliate—Remington Arms Co., Inc.: Col. Douglas G. Ludlam, U.S. Army. 

25. Eastman Kodak Co., Rochester, N.Y.: Maj. Gen. Edward P. Curtis, U.S. Army; 
Col. Arthur W. Fuchs, U.S. Army Reserve; Col. J. B. Langby, U.S. Army Re- 
serve ; Col. J. D. Peet, U.S. Army; Capt. K. D. Gallinger, U.S. Navy; Col. Rufus 
Vesson, U.S. Army Reserve; Col. Philip Foss, U.S. Army Reserve; Col. Frank 
W. Gunderson, U.S. Army Reserve; Col. B. M. Prince, U.S. Air Foree; Col. J. J. 
Griffith, Jr., U.S. Air Force; Col. Werner Zugschwerdt, U.S. Army; Brig. Gen. 
Charles W. Shelburne, U.S. Marine Corps. 

26. Fairchild Engine & Airplane Corp., Hagerstown, Md. Affiliate—Jonco Air- 
craft, Corp., Shawnee, Okla.: Adm. Robert D. Carney, U.S. Navy; Gen. Jacob 
L. Devers, U.S. Army; Brig. Gen. James F. Early, U.S. Air Force; Brig. Gen. 
William W. Welsh, U.S. Air Force; Capt. Grayson Merrill, U.S. Navy; Capt. 
Hamilton O. Hauck, U.S. Navy; Capt. Frank E. Escobar, U.S. Navy. 

27. Fairbanks Whitney Corp. (formerly Penn-Texas Corp.), 745 Fifth Avenue, 
New York, N.Y. Afliliates—Pratt & Whitney Co., Inc.; Chandler Evans Corp.; 
Colts Patent Fire Arms Manufacturing Co., Inc.; “Quick-Way” Truck Shovel 
Co;. Fairbanks, Morse & Co.: Brig. Gen. G. H. Drewry, U.S. Army; Col. H. 
Pierce, U.S. Army; Brig. Gen. A. M. Prentiss, U.S. Army; Rear Adm. Clarence 
Broussard, U.S. Navy. 

28. Firestone Tire & Rubber Co., 1200 Firestone Parkway, Akron, Ohio: Col. 
T. M. Belshe, Col. R. R. Studler, Capt. William White. 

29. Food Machinery & Chemical Corp., San Jose, Calif.: Brig. Gen. Clifford 
Sayre, U.S. Army; Col. J. E. Hamm, Jr., U.S. Army Reserve; Brig. Gen. 
Joseph A. Holly, U.S. Army; Rear Adm. Harold A, Carlisle, U.S. Navy; Col. 
Raymond R. Robins, U.S. Army; Col. Benjamine S. Mesick, U.S. Army. 

80. Ford Motor Co., Dearborn, Mich. Affiliate—Aeroneutronic Systems, Inc.; 
Col. Irving A. Duffy, U.S. Army; Capt. Lewis K. Marshall, U.S. Naval Re- 
serve; Col. Carolus A. Brown, U.S. Army; Col. William J. Given, U.S. Army; 
Col. Zachary Moores, U.S. Army. 

81. The Garrett Corp., 9851 Sepulveda Boulevard, Los Angeles, Calif.: Vice Adm. 
Seldon B. Spangler, U.S. Navy; Lt. Gen. Kenneth B. Wolfe, U.S. Air Force. 
82. General Dynamics Corp., 445 Park Avenue, New York, N.Y.: Col. W. T. 
Abbot, U.S. Air Force; Rear Adm. E. P. Abernathy, U.S. Navy; Rear Adm. 
S. H. Armbruster, U.S. Navy; Brig. Gen. M. W. Arnold, U.S. Air Force; Col. 
S. Baker, U.S. Air Force; Col. R. T. Bankard, U.S. Air Force; Capt. E. L. 
Barr, Jr., U.S. Navy; Gen. W. L. Bayer, U.S. Army; Capt. A. H. Bergeson, 
U.S. Navy; Capt. W. J. Bettens, U.S. Navy; Rear Adm. C. Briggs, U.S. Navy; 
Capt. A. L. Dunning, U.S. Navy; Capt. T. H. Dubois, U.S. Navy; Capt. R. E. 
Farnsworth, U.S. Navy; Brig. Gen. H. S. Fassett, U.S. Marine Corps; Capt. 
J. P. Fitzsimmons, U.S. Navy; Rear Adm. W. O. Floyd, U.S. Navy; Capt. B. F. 
Griffin, Jr., U.S. Navy; Rear Adm. R. Gross, U.S. Navy; Col. O. B. Hardy, U.S. 
Air Force; Capt. William L. Hoffheins, U.S. Navy; Rear Adm. C. F. Horne, 
U.S. Navy; Col. N. H. Jungers, U.S. Marine Corps; Rear Adm. J. H. Kauf- 
man, U.S. Navy; Rear Adm. T. B. Klakring, U.S. Navy; Capt. C. Van S. Know, 
U.S. Navy; Rear Adm. §., Leith, U.S. Navy; Rear Adm. W. A. Lent, U.S. Navy; 





*This only includes employees within knowledge of correspondent and does not include 
a canvass of 9,000 employees. 
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Col. M. R. MacIntyre, U.S. Marine Corps; Rear Adm. A. I. McKee, U.S. Navy; 
Col. E. E. McKesson, U.S. Air Force; Gen. J. T. MceNarney, U.S. Air Force; 
Col. J. P. Mial, U.S. Army; Col. J. A. Moore, U.S. Air Force; Capt. R. J. 
Moore, U.S. Navy; Maj. Gen. F. P. Mulcahy, U.S. Marine Corps; Capt. R. 
Noisat, U.S. Navy; Rear Adm. J. R. Pahl, U.S. Navy; Brig. Gen. E. P. Penne- 
backer, Jr., U.S. Marine Corps; Col. J. L. Perkins, U.S. Marine Corps; Brig. 
Gen. R. L. Peterson, U.S. Marine Corps; Brig. Gen. William J. Piper, Jr., U.S. 
Marine Corps; Capt. J. R. Z. Reynolds, U.S. Navy; Rear Adm. L. B. Richardson, 
U.S. Navy; Col. S. R. Stewart, U.S. Air Force; Rear Adm. H. F. Stout, U.S. 
Navy; Rear Adm, D. J. Sullivan, U.S. Navy; Capt. H. W. Sumrall, U.S. Navy; 
Capt. I. D. Sykes, Jr., U.S. Navy ; Rear Adm. W. V. R. Vieweg, U.S. Navy; Rear 
Adm. W. B. Whaley, U.S. Navy; Col. W. D. Wimer, U.S. Air Force; Capt. J. E. 
Wolowsky, U.S. Navy; Capt. H. Wood, Jr., U.S. Navy. 

88. General Electric, 570 Lexington Avenue, New York, N.Y.: Adair, C.; Bennett, 
Ralph D.; Berkley, Joseph B.; Cooke, William R.; Coulter, Howard N.; 
Davidson, Jr., Charles B.; Deyarmond, A. B.; Earl, Charles A.; Fechteler, 
William M.; Fickel, A. A.; Fouch, George E.; Hansell, H. S.; Hanson, Mur- 
ray.; Harman, Leonard F.; Harris, John W.; Hoffman, Frank E.; Horton, 
Paul B.; Johnson, Douglas T.; Kinsella, W. T.; Matthews, R. I.; Messer, H. G.; 
Messick, Joseph; Montgomery, J. B.; Murray, C. B.; Paxson, H. O.; Roper, H. 
McK.; Root, Willard G.; Schmidt, Jr., Louis E.; Schanklin, Elliott W.; Simp- 
son, Robert T.; Smith, Loyd C.; Sneeringer, E. A.; Thorpe, Harlan M.; Wat- 
son, Paul W.; Young, D. B.; 

84. General Motors, Detroit, Mich. (A survey is being instituted in more than 
120 plants and other employing units throughout the United States. Frigid- 
aire Sales Corp., a wholly owned GM subsidiary, will make a similar survey). 

85. General Precision Equipment Corp., 92 Gold Street, New York, N.Y. Affili- 
ates—Kearfott Co., Inc.; Librascope, Ine.; Link Aviation, Inc.: Rear Adm. 
S. E. Burroughs, Jr., U.S. Navy; Rear Adm. M. F. Schoeffel, U.S. Navy; Rear 
Adm. James A. McNally, U.S. Navy; Rear Adm. James H. Barnard, U.S. Navy; 
Capt. Edward S. Quilter, U.S. Navy; Rear Adm. George T. Mundorff, U.S. 
Navy; Rear Adm. John A. Scott, U.S. Navy; Maj. Gen. Norris B. Harbold; 
Col. Joseph B. Duckworth. 

36. General Tire & Rubber Co., Akron, Ohio. Affiliates—Aerojet-General Corp. ; 
the A. M. Byers Co.: Rear Adm. Calvin M. Bolster, U.S. Navy; Col. 8. J. 
Zoller, U.S. Army; Col. Merl Munoz, U.S. Army; Col. W. R. Stark, U.S. Air 
Foree; Col. Howard Means, U.S. Air Force; Col. W. E. Benedict, U.S. Marine 
Corps; Col. Elmore Seed, U.S. Marine Corps; Col. R. D. McLeod, U.S. Army; 
Adm. Lowell T. Stone, U.S. Navy; Capt. Joseph McGoughren, U.S. Navy; 
Gen. W. G. Wyman, U.S. Army; Brig. Gen. Harrison Shaler, U.S. Army; 
Brig. Gen. David Van Syckle, U.S. Army; Col. Alfred L. Price, U.S. Army; 
Col. F. M. Libershal, U.S. Army; Maj. Gen. A. W. Vanaman, U.S. Air Force; 
Col. Howard A. Moody, U.S. Air Force; Brig. Gen. R. W. Hayward, U.S. 
Marine Corps; Col. William Frash, U.S. Marine Corps; Commodore Archibald 
Hunter, U.S. Navy; Rear Adm. R. 8. Hatcher, U.S. Navy; Rear Adm. J. C. 
Alderman, U.S. Navy; Rear Adm. L. C. Baldauf, U.S. Navy; Rear Adm. 
Robert K. Ashton, U.S. Navy; Capt. George E. King, U.S. Navy; Capt. W. L. 
Tann, U.S. Naval Reserve; Capt. W. G. Winslow, U.S. Naval Reserve; Brig. 
Gen. F. F. Hayden, U.S. Army. 

87. Gilfillan Bros., Inc., 1815 Venice Boulevard, Los Angeles, Calif.: None. 

88. The B. F. Goodrich Co., Akron, Ohio: Col. George H. Donnelly. 

89. The Goodyear Tire & Rubber Co., Akron, Ohio. Affiliates—Goodyear Air- 
craft Corp., Goodyear Engineering Corp., Kelly-Springfield Tire Co.: Col. Max 
Frederic Moyer, U.S. Air Force Reserve; Rear Adm. Karl L. Lange, U.S. 
Naval Reserve. 

40. Greenland Contractors, 545 South Broad Street, Trenton, N.J.; 122 Bast 42d 
Street, New York, N.Y. Joint venture consists of Peter Kiewit Son’s Co.; 
8. J. Groves & Sons Co.; Al Johnson Construction Co.; Condon-Cunningham, 
Inc. : Col. Charles L. Bell, Col. William Joseph Green. 

41. Grumman Aircraft Engineering, Bethpage, Long Island, N.Y.: Vice Adm. 
Joseph F. Bolger, U.S. Navy. 

42. Hayes Aircraft Corp., Birmingham, Ala.: Brig. Gen. Walter W. Wise, U.S. 
Air Force; Col. C. R. Storrie, U.S. Air Force; Col. L. Cornell, U.S. Air Force. 

43, Joshua Hendy Corp., 612 South Flower Street, Los Angeles, Calif.: None. 

Cronies Powder Co., Inc., Wilmington, Del.: Col. Robert W. Meals, U.S. 

rmy. 
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45. Hughes Aircraft Co., Culver City; Calif.: Brig. Gen. F. W. Coleman, U.S, 
Army; Rear Adm. N. F. Garton, U.S. Navy; Capt. G. M. Greene, U.S. Navy; 
Col. T. M. Hahn, U.S. Air Force; Brig. Gen. 8S. R. Michelsen, U.S. Army; Rear 
Adm. M. A. Nation, U.S. Navy; Col. C. H. Welch, U.S. Air Force. 

46. International Business Machine Corp., 59 Madison Avenue, New York, N.Y, 
Affiliate—The Service Bureau Corp.: Col. J. D. Lee, U.S. Air Force; Col. N. M. 
Martin, U.S. Army; Maj. Gen. T. C. Odom, U.S. Air Force. 

47. International Telephone & Telegraph Corp., 67 Broad Street., New York, N.Y, 
Affiliates—Federal Electric Corp.; Industrial Product Division ; Internationa] 
Standard Electric Corp.; Intelex Systems, Inc.; Kuthe Laboratories, Inc.; 
Royal Electric Corp.: Maj. Gen. Edmond H. Leavev, U.S. Army; Adm. John B, 
Gingrich, U.S. Navy; Rear Adm. Frederick R. Furth, U.S. Navy; Col. O. W. 
Lunde, U.S. Air Force; Col. Houston V. Evans, U.S. Army; Maj. Gen. Francis 
H. Lanahan, U.S. Army; Maj. Gen. Raymond C. Maude, U.S. Army; Col. Alvin 
T. Bowers, U.S. Army; Rear Adm. George K. Fraser, U.S. Navy; Vice Adm, 
R. H. Cruzen, U.S. Navy; Col. Paul H. Maurer, U.S. Army; Col. P. O. Vaughn, 
U.S. Air Force; Col. Russell A. Baker, U.S. Army ; Capt. R. F. Pryce, U.S. Navy; 
Brig. Gen. Paul M. Seleen, U.S. Army; Col. Frank G. Trew, U.S. Army; Rear 
Adm. William Organ, U.S. Navy; Rear Adm. Jess Sowell, U.S. Navy; Rear 
Adm. Robert E. Laub, U.S. Navy; Brig. Gen. Kenneth E. Fields, U.S. Army; 
Rear Adm. William L. Freseman, U.S. Navy; Maj. Gen. C. Rodney Smith, U.S, 
Army; Col. C. F. Fiore, U.S. Army; Capt. Roy Jackson, U.S. Navy. 

48. The Johns Hopkins University, Baltimore, Md. Affiliates—Operations Re- 
search of Applied Physics Laboratory: Maj. Gen. James G. Christensen, U.S. 
Army; Capt. John O. Dorsett, U.S. Navy; Brig. Gen. Lester D. Flory, U.S. 
Army; Gen. Thomas T. Handy, U.S. Army; Maj. Gen. Gerald J. Higgins, 
U.S. Army; Brig. Gen. John G. Hill, U.S. Army; Rear Adm. Marion N. Little, 
U.S. Navy; Col. Edward M. Parker, U.S. Army; Col. Edward K. Purnell, U.S, 
Army; Col. Harry D. Sheets, Army of the United States; Col. W. P. Withers, 
U.S. Army; Brig. Gen. W. R. Currie, U.S. Army; Col. Paul Elias, U.S. Army; 
Col. D. H. Hale, U.S. Army; Rear Adm. M. R. Kelley, U.S. Navy; Brig. Gen. 
W. R. Wendt, U.S. Marine Corps. 

49. The Kaman Aircraft Corp., Bloomfield, Conn.: Rear Adm. James A. Thomas, 
U.S. Navy. 

50. Peter Klewit Sons Co., Omaha, Nebr.: Col. Charles L. Bell. 

51. Lear, Inc., 3171 South Bundy Drive, Santa Monica, Calif.; Lt. Gen. Barney 
M. Giles, U.S. Air Force; Col. Kenneth R. Rogers, U.S. Air Force. 

52. Lockheed Aircraft Corp., Burbank, Calif. Affiliates—Lockheed Aircraft In- 
ternational; Lockheed Aircraft Service, New York, Inc.; Lockheed Aircraft 
Service, Inc.; Lockheed Air Terminal, Inc.: Col. H. J. Bangs, U.S. Army; 
Col. H. P. Becker, U.S. Marine Corps; Rear Adm. J. F. Beyerly, U.S. Navy; 
Brig. Gen. J. S. Blais, U.S. Marine Corps; Rear Adm. W. A. Bowers, U.S. 
Navy; Capt. A. E. Buckley, U.S. Navy; Capt. William M. Cason, U.S. Naval 
Reserve; Col. E. J. Cotter, U.S. Army; Col. C. F. Damberg, U.S. Air Force; 
Col. H. O. Deakin, U.S. Marine Corps; Capt. L. E. Divoll, U.S. Navy; Col. J. R. 
Donovan, U.S. Army Reserve; Rear Adm. George B. Dowling, U.S. Navy; Col. 
Llewellyn G. Duggar, U.S. Air Force; Rear Adm. H. J. Dyson, U.S. Navy; 
Capt. J. B. Feder, U.S. Coast Guard; Col. R. L. Finkenstaedt, U.S. Marine 
Corps; Col. M. H. Floom, U.S. Marine Corps; Rear Adm. T. R. Frederick, 
U.S. Navy; Rear Adm. W. J. Giles, U.S. Navy; Col. B. E. Hall, U.S. Air Force; 
Capt. Charles C. Hoffman, U.S. Navy; Col. Harold A. Hughes, Army of the 
United States; Col. R. D. King, U.S. Army; Capt. F. A. Kinzie, U.S. Navy; 
Rear Adm. W. M. Klie, U.S. Navy; Rear Adm. E. E. Lord, U.S. Navy; 
Rear Adm. H. B. Lyon, U.S. Navy; Capt. R. H. Maynard, U.S. Navy; Col. 
Robert K. McDonough, Army of the United States; Col. R. C. McGlashan, 
U.S. Marine Corps; Rear Adm. R. M. Metcalf, U.S. Navy; Col. Andres Meulen- 
berg, U.S. Air Force; Rear Adm. W. E. Moring, U.S. Navy; Capt. J. F. 
Mullen, Jr., U.S. Navy; Vice Adm. M. E. Murphy, U.S. Navy; Rear Adm. 
W. H. Newton, U.S. Navy; Col. C. W. O’Connor, U.S. Air Force; Capt. E. B. 
Patterson, U.S. Navy; Brig. Gen. Hoyt Prindle, U.S. Air Force; Capt. J. FP. 
Quilter, U.S. Navy; Col. E. L. Robbins, U.S. Air Foree; Capt. L. P. Scott, 
U.S. Navy; Col. N. J. Senn, U.S. Army; Col. Norman M. Shipley, Army of | 
the United States; Capt. J. L. Shoenhair, U.S. Navy; Adm. G. E. Short, U.S. | 
Navy; Col. J. E. Shuck, U.S. Air Force; Vice Adm. C. C. Smith, U.S. Navy; 
Rear Adm. W. R. Smith III, U.S. Navy; Col. W. S. Stephenson, U.S. Army; 
Rear Adm. P. E. Summers, U.S. Navy; Rear Adm. W. R. Tagg, U.S. Navy; 
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Capt. A. BE. Teall, U.S. Navy; Col. N. M. Towner, U.S. Air Force; Adm. A. B. 
Vosseller, U.S. Navy; Col. Charles E. Ward, Army of the United States; Rear 
Adm. W. J. Whipple, U.S. Navy; Col. Leroy H. Barnard, U.S. Air Force; 
Col. Delevan E. Wolters, U.S. Air Force. 

53. Marine Transport Lines, Inc., 11 Broadway, New York, N.Y.: Vice Adm. 
William M. Callaghan, U.S. Navy. 

54. Marquardt Aircraft Co., Van Nuys, Calif.: Col. H. M. McCoy, U.S. Air Force; 
Capt. A. G. Rejebian, U.S. Naval Reserve. 

55. The Martin Co., Baltimore, Md.: C. B. Allen; S. S. Ballentine; A. J. Cooper, 
Jr.; L. D. Cooper; BE. G. Daly; F. R. Dent, Jr.; R. J. Foley; V Harvard, Jr.; 
Ss. S. Miller; E. S. Piper; R. 8S. Purvis; M. C. Reeves; G. D. Stephens; K. E. 
Tibbetts ; A. F. Welrich. 

56. Massachusetts Institute of Technology, Cambridge, Mass.: Capt. George 
Watson, U.S. Navy; Vice Adm. B. L. Cochrane, U.S. Navy; Maj. Gen. James 
McCormack, Jr., U.S. Air Force. 

57. Mathiasen’s Tanker Industries, Inc., Philadelphia, Pa.: Capt. J. A. Sweeton, 
U.S. Navy. 

58. McDonnell Aircraft Corp., St. Louis, Mo.: Rear Adm. Sidney W. Souers, U.S. 
Naval Reserve; Rear Adm. Lloyd Harrison, U.S. Navy; Col. C. M. O’Donnell, 
U.S. Army; Col. R. 8S. McConnell, U.S. Army. 

59. Minneapolis-Honeywell Regulator Co.,° Minneapolis, Minn.: None. 

60. Motorola, Inc., 4545 Augusta Boulevard, Chicago, Ill.: Col. Charles Dickson, 
U.S. Air Force; Rear Adm, John C. Parham, Jr., U.S. Navy. 

61. Newport News Shipbuilding & Dry Dock Co., Newport News, Va.: Rear Adm. 
N. L. Rawlings, U.S. Navy; Rear Adm. R. A. Larkin, U.S. Navy; Capt. D. J. 
Cracovaner, U.S. Navy Medical Corps; Capt. H. J. Hiemenz, U.S. Navy; Capt. 
J. S. Bethea, U.S. Navy; Capt. L. G. Richards, U.S. Navy; Vice Adm. Emory 
S. Land, U.S. Navy; Vice Adm. EB. L. Cochrane, U.S. Navy. 

62. North American Aviation, Inc., Los Angeles, Calif.; Capt. Markley C. Cam- 
eron, U.S. Navy; Rear Adm. Stephen W. Carpenter, U.S. Navy; Col. J. H. 
Carter, U.S. Army; Capt. T. J. Casey, U.S. Navy; Col. Paul A. Chandler, U.S. 
Marine Corps; Col. Richard W. Faubion, U.S. Air Force; Col. Wallace S. Ford, 
U.S. Air Force; Col. Robert F. Fulton, U.S. Air Force; Col. James H. Higgs, 
U.S. Air Force; Maj. Gen. John H. Hinds, U.S. Army; Col. John S. Holmberg, 
U.S. Marine Corps; Col. W. C. Hood, U.S. Army; Rear Adm. W. B. Jackson, 
U.S. Navy; Brig. Gen. Harold R. Lee, U.S. Marine Corps; Capt. William 
Loveland, U.S. Navy; Col. Lynn Mapes, U.S. Air Force Capt. W. B. Mechling, 
U.S. Navy Vice Adm. John L. Melgaard, U.S. Navy; Rear Adm. John B. 
Pearson, Jr., U.S. Navy; Capt. Fred D. Pfotenhauer, U.S. Navy; Capt. C. A. 
Printup, U.S. Navy; Col. Ben Z. Redfield, U.S. Marine Corps; Col. Maurice M. 
Stone, U.S. Air Force; Rear Adm. Frank Turner, U.S. Navy; Col. Ralph J. 
Watson, U.S. Air Force; Col. K. M. Welborn, U.S. Army; Rear Adm. George A. 
Whiteside. U.S. Navy. 

63. Northrop Aircraft, Inc., 9756 Wilshire Boulevard, Beverly Hills, Calif. : 
Lt. Gen. Roger M. Ramey, U.S. Air Force; Lt. Gen. Patrick W. Timberlake, 
U.S. Air Force; Col. Stewart W. Towle, Jr., U.S. Air Force; Lt. Gen. Ennis C. 
Whitehead, U.S. Air Force; Capt. Thomas F. Darden, U.S. Navy; Capt. Homer 
K. Davidson, U.S. Navy; Col. Paul C. Droz, U.S. Air Force; Col. Edmund R. 
Goss, U.S. Air Force; Col. Ralph G. Lockwood, U.S. Air Foree; Col. Gaspare 
Frank Blunda, U.S. Air Force; Capt. Neil E. Kingsley, U.S. Navy; Rear Adm. 
Michael P. Bagdanovich, U.S. Navy; Capt. Robert Donaughty, U.S. Naval 
Reserve; Col. Kenneth W. Kilse, U.S. Air Force Reserve; Col. Robert R. 
Mallory, U.S. Army Reserve; Lt. Gen. Joseph Smith, U.S. Air Force. 

64. Olin-Mathieson Chemical Corp., 460 Park Avenue, New York, N.Y.: Col. 
James A. Bonnington, U.S. Army; Capt. N. H. Collisson, U.S. Naval Reserve; 
Col. Edwin B. Garrett, U.S. Air Force Reserve; Capt. Harry A. Sosnoski, U.S: 
Navy; Capt. Clarence E. Voegeli, U.S. Navy; Col. Richard W. Weaver, U.S. 
Army Reserve. 

65. Oman-Farnsworth-Wright, 625 Madison Avenue, New York, N.Y.: None. 

66. Morrison-Knudsen Co., Inc., 319 Broadway, Boise, Idaho. Affiliates—Inter- 
national Engineering Co.; Morrison-Knudsen-Oman-Farnsworth-Wright-Kai- 
ser; Alaskan Plumbing & Heating Co., Inc.: Col. E. G. Herb. 





*Record examination did not include Reserve officers serving on duty in World War 
II and who presumably may be retired. 
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67. Pan American World Airways, Inc., 135 East 42d Street, New York, N.Y.; 


Penn-Texas Corp. (see Fairbanks-Whitney) : Maj. Gen. Thomas O. Bardin; 
Rear Adm. E. B. Miller; Brig. Gen. Otis Schroeder ; Col. W. S. Lee; Col. F. BR, 
Bruhn; Col. C. E. McClure; Col. J. T. Kidwell; Col. J. W. Bownan; Col. J. F, 
Hart; Col. G. W. Porter; Col. H. H. Jordan; Col. R. P. Alston; Col. W. J. Paul; 
Lt. Gen. R. R. Nugent; Rear Adm. F. L. Tedder. 


68. Philco Corp., Philadelphia, Pa.: Col. Thomas C. Brubaker, U.S. Army; Gen, 


M. D. Burnside, U.S. Air Force; Col. Kenneth I. Davis, U.S. Army; Col. Ira P, 
Doctor, U.S. Army; Col. Loren E. Gaither, U.S. Army; Col. Francis E. Kid- 
well, U.S. Army; Col. Joseph W. Knighton, U.S. Marine Corps; Adm. James 
Leeper, U.S. Navy; Col. Milton M. Lewis, U.S. Army; Adm. Richard Mandel- 
korn, U.S. Navy; Col. James A. Mylod, U.S. Army; Col. Samuel Pierce, Jr., 
U.S. Army; Adm. Arthur Radford, U.S. Navy; Col. Julian E. Raymond, U.S, 
Army; Col. David Schlenker, U.S. Air Force; Col. Patrick A. Wakeman, U.S, 
Army; Col. Stuart M. Welsh, U.S. Army. 


69. Radio Corp. of America, 30 Rockefeller Plaza, New York, N.Y. Affiliates— 


RCA Service Co.; National Broadcasting Co.; RCA Communications, Ine.; 
RCA Victor Distributing Corp.: Col. F. J. Darke, Jr., U.S. Army Reserve; 
Col. G. A. Gould, U.S. Army; Rear Adm. E. K. Wakefield, U.S. Navy; Col. 
D. C. Wallace, U.S. Army; Col. 8S. G. Ashdown, U.S. Army Reserve; Col. J. H. 
Marsh, U.S. Army; Col. R. L. Owens, U.S. Air Force Reserve; Capt. J. H. 
Brockway, U.S. Navy; Brig. Gen. 8S. P. Collins, U.S. Army; Brig. Gen. T. J. 
Tully, U.S. Army; Rear Adm. L. W. Van Antwerp, U.S. Navy; Maj. Gen. F. L, 
Ankenbrandt, U.S. Air Force; Col. D. R. Corum, U.S. Army; Vice Adm. E. D, 
Foster, U.S. Navy; Col. A. C. Gay, U.S. Air Force; Col. C. W. Gordon, U.S. 
Air Force; Rear Adm. L. M. Grant, U.S. Navy; Maj. Gen. H. C. Ingles, U.S. 
Army; Col. C. J. King, Jr., U.S. Army; Col. E. Knickerbocker, U.S. Army; 
Capt. L. R. Lampman, U.S. Navy; Col. J. H. Madison, U.S. Army; Rear Adm. 
Cc. C. Mann, U.S. Navy; Maj. Gen. W. L. Richardson, U.S. Air Force; Capt. 
E. Roberts, U.S. Navy; Col. J. H. Rothrock, U.S. Army; Brig. Gen. D. Sarnoff, 
U.S. Army; Col. A. L. Cox, U.S. Air Force; Capt. L. F. Dodson, U.S. Navy; 
Col. E. B. Ely, U.S. Army; Rear Adm. H. S. Harnly, U.S. Navy; Col. J. L. 
Langevin, U.S. Army; Col. K. F. March, U.S. Army; Col. A. Marcy, U.S. Army; 
Capt. K. M. McLaren, U.S. Navy; Col. M. Moody, U.S. Army; Rear Adm. J. M. 
Robinson, U.S. Navy; Col. H. Rund, U.S. Army; Maj. Gen. R. A. Schow, U.S. 
Army; Col. H. N. Sturdevent, U.S. Air Force; Gen. W. B. Smith, U.S. Army; 
Capt. J. R. Stewart, U.S. Navy; Col. J. V. Tower, U.S. Army; Rear Adm. R. R. 
Waller, U.S. Navy; Rear Adm. T. P. Wynkoop, U.S. Navy. 


70. The Rand Corp., 1000 Connecticut Avenue, Washington, D.C.: Maj. Gen. F. L. 


Anderson, U.S. Air Force; Maj. Gen. H. G. Bunker, U.S. Air Force; Col. G. C. 
Reinhardt, U.S. Army; Capt. W. W. Cone, U.S. Navy; Col. J. P. Evans, U.S. 
Army; Capt. C. L. Freeman, U.S. Navy; Lt. Gen. G. F. Good, U.S. Marine 
Corps; Col. W. H. Hastins, U.S. Army; Brig. Gen. R. E. Koon, U.S. Air Force; 
Rear Adm. R. G. Lockhart, U.S. Navy; Brig. Gen. R. G. McKee, U.S. Army; 
Adm. §. S. Murray, U.S. Navy; Col. K. C. Strother, U.S. Army; Col. M. R. 
Williams, U.S. Air Force. 
71. Raytheon Manufacturing Co., Waltham, Mass.: Brig. Gen. Francis A. Kreidel, 
U.S. Army; Col. Mark E. Smith, U.S. Army; Adm. Roy W. Graham, U.S. Navy; 
Capt. Francis J. Blasdel, U.S. Navy; Col. Maurice A. O’Connor, Jr., U.S. Air 
Force; Capt. Edward L. Robertson, U.S. Navy; Col. Donald J. Bailey, U.S. 
Army; Capt. John N. Boland, U.S. Navy ; Capt. Marshall B. Gurney, U.S. Navy; 
Capt. David R. Hull, U.S. Navy; Rear Adm. Gill M. Richardson, U.S. Navy; 
Capt. Joseph K. Taussig, U.S. Navy; Capt. Mario G. Vangeli, U.S. Navy; Capt. 
Malcolm M. Cloukey, U.S. Navy; Capt. A. Peter Hillar, U.S. Navy; Col. Arthur 
Kramer, U.S. Army; Col. Benjamin Whitehouse, U.S. Army. 
72. Republic Aviation Corp., Farmingdale, Long Island, N.Y.: Col. Hugh Heiby 
Bowe, Jr., U.S. Air Force; Brig. Gen. Charles Pratt Brown, U.S. Air Force; 
Capt. Franklin Duerr Buckley, U.S. Navy; Col. Carver Thaxton Bussey, U.S. 
Air Force; Maj. Gen, Alden Rudyard Crawford, U.S. Air Force; Brig. Gen. 
Harley Sanford Jones, U.S. Air Force; Brig. Gen. John Mills Sterling, U.S. 
oe Force; Col. Jesse Fuller Thomas, U.S. Army; Col. Israel Brent Washburn, 
.S. Army. 
73. Richfield Oil Corp., Los Angeles, Calif.: Capt. Lester Martin, U.S. Navy; 
Col. T. C. Miller, U.S. Army; Col. H. W. Schmidt, U.S. Army; Capt. J. C. 
Woelfel, U.S. Navy. 
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74. Ryan Aeronautical Co., Lindbergh Field, San Diego, Calif.: Rear Adm. K. J. 
Christoff, U.S. Navy; Col. P. H. Kemmer, U.S. Air Force; Rear Adm. Leslie E. 
Gehres, U.S. Navy; Vice Adm. C. F. Coe, U.S. Navy; Rear Adm. BE. R. Sanders, 
U.S. Navy; Brig. Gen. R. L., Schiesswohl, U.S. Marine Corps Reserve; Col. 
Bethuel M. Kitchen, U.S. Army; Rear Adm. L. C. Chamberlin, U.S. Navy; 
Rear Adm. Harry A. Hummer, U.S. Navy. 

75. Shell Oil Co., 50 West 50th Street, New York, N.Y.: None. 

76. Sinclair Oil Corp., 600 Fifth Avenue, New York, N.Y. Affiliates—Sinclair 
Refining Co.; Sinclair BP Sales, Inc.: Capt. Carl G. Drescher, U.S. Navy. 
77. Socony Mobil Oil Co., 150 East 42d Street, New York, N.Y. Affiliates—Basin 
Oil Co., General Petroleum Corp., Magnolia Petroleum Co., Mobile Overseas 
Oil Co., Standard Vacuum Oil Co.: Rear Adm. Thomas J. Kelly, U.S. Navy. 

78. Sperry Rand Corp., 30 Rockefeller Plaza, New York, N.Y. Affiliates—Sperry 
Gyroscope Co. Division; Remington Rand Division; Sperry Microwave Elec- 
tronics Co. Division; Vickers, Inc.; Wright Machinery Co. Division; Brig. 
Gen. Joseph A. Bulger, U.S. Air Force; Col. James E. McGraw, U.S. Army; 
Col. T. L. Gaines, U.S. Army; Col. W. R. Gerhardt, U.S. Army; Lt. Gen. 
Leslie R. Groves, U.S. Army; Col. Ernest R. Miller, U.S. Air Force; Capt. 
Knight Pryor, U.S. Navy; Col. Paul Walker, U.S. Air Force; Maj. Gen. Court- 
ney Whitney, U.S. Army; Col. E. C. Best, U.S. Marine Corps Reserve; Col. 
Ray Conners, U.S. Army; Capt. Gordon Campbell, U.S. Navy. 

79. Standard Oil Co. of California,* San Francisco, Calif. 

80. Standard Oil Co. of Indiana,’ 910 South Michigan Avenue, Chicago, Il. 

81. Standard Oil of New Jersey, 30 Rockefeller Plaza, New York, N.Y.: None. 
Affiliates—Gilbert & Barger Manufacturing Co.: None. Esso Export Corp.: 
None. Ethyl Corp.: Maj. Gen. Stephen G. Henry, U.S. Army. Esso Research 
& Engineering Co.: None. Humble Oil & Refining Co.: None. Carter Oil 
Co.: None. 

82. State Marine Corp., 90 Broad Street, New York, N.Y.: None. 

88. Sundstrand Machine Tool Co., 2531 11th Street, Rockford, Ill.: Brig. Gen. 
Robert H. Richard, U.S. Marine Corps. 

&. Sunray Mid-Continent Oil Co., Tulsa, Okla.: Affiliates—D-X Sunray Oil 
Co.; Suntide Refining Co.: None. 

85. Sylvania Electric Products, Inc., 1740 Broadway, New York, N.Y.: Rear 
Adm. Frederick J. Bell, U.S. Navy; Brig. Gen. Wayne H. Adams, U.S. Marine 
Corps; Col. Phillip A. Gugliotte; U.S. Air Foree; Col. Leslie E. Loken, U.S. 
Army; Capt. Edward G. Mason, U.S. Naval Reserve; Col. Leland Gilliatt, 
U.S. Air Force. 

86. Temco Aircraft Corp., Dallas, Tex.: Col. W. B. Freeman, U.S. Marine Corps; 
Brig. Gen. R. A. Galer, U.S. Marine Corps; Col. M. G. Haines, U.S. Marine 
Corps; Rear Adm. A. C. Olney, U.S. Navy; Brig. Gen. L. 8. Smith, U.S. Air 
Force; Col. D. W. MacArdle, U.S. Army. 

87. Texaco, Inc., 185 East 42d Street, New York, N.Y.: Affiliates—Caltex Oil 
Products Co.; Texaco (Brazil), Inc.;: Texas Co. (Caribbean), Limited; Texas 
Co. (Puerto Rico), Ine. ; Texas Petroleum Co.; The Texas Pipe Line Co. : None. 

88. Thiokol Chemical Corp., Bristol, Pa.: Maj. Gen. David F. O’Neill, U.S. Ma- 
rine Corps; Capt. J. W. Antonides, U.S. Navy; Capt. Albert Joseph Walden, 
U.S. Navy; Col. Fulton G. Thompson, U.S. Army; Col. Warren C. Rush, U.S. 
Army Reserve; Rear Adm. J. M. Gardiner, U.S. Navy; Adm R. E. Davis, U.S. 
Navy; Col. Hubert duBois Lewis, U.S. Army. 

89. Thompson Ramo Woodridge, Inc., 23555 Euclid Avenue, Cleveland, Ohio: Gen. 
B. W. Childlaw, Brig. Gen. William M. Garland, Lt. Gen. H. L. George, Maj. 
Gen. G. P. Saville, Gen. James L. Doolittle, Col. H. K. Gilbert. 

%. Tidewater Oil Co., 17 Battery Place, New York, N.Y.: Capt. Creighton C. 
Carmine, U.S. Naval Reserve; Col. Daniel Eckerman, Army of the United 
States ; Capt. George Wendelburg, U.S. Navy. 

91. Tishman (Paul) Co., 21 East 70th Street, New York, N.Y.: none. 

92. Todd Shipyards Corp., 1 Broadway, New York, N.Y.: Col. Charles D. Me- 
Coll, U.S. Army ; Capt. John A. Hayes, Jr., U.S. Navy. 

$8. Union Carbide Corp., 30 East 42d Street, New York, N.Y.: Rear Adm. George 
Madden, U.S. Navy; Capt. C. R. Watts, U.S. Navy; Col. G. B. Farris, U.S. 
Army ; Rear Adm. W. V. Hamilton, U.S. Navy. 

aga Oil Co. of California, 461 South Boylston Street, Los Angeles, Calif. : 

one. 





*Information not presently available. 
‘Information not presently available. 
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95. United States Lines Co., 1 Broadway, New York, N.Y.: None. 


96. United Aircraft Corp., East Hartford, Conn. Affiliates—United Research 
Corp., United Aircraft Export Corp.: Brig. Gen. Turner A. Sims, Jr., U.S. Air 
Force; Capt. Albert R. Weldon, U.S. Navy; Capt. Wendell W. Suydam, U.S, 
Navy; Col. Edward J. Hale, U.S. Air Force; Brig. Gen. Edward C. Dyer, 
U.S. Marine Corps; Col. Harry W. Generous, U.S. Air Force; Rear Adm. J, P, 
W. Vest, U.S. Navy; Capt. Herbert S. Brown, U.S. Navy; Rear Adm. Mar- 
shall R. Greer, U.S. Navy; Capt. James F. Byrne, U.S. Navy; Capt. Frank 
Curtiss Lynch, Jr., U.S. Navy.; Lt. Gen. Donald L. Putt, U.S. Air Force; Maj, 
Gen. Robert W. Douglas, Jr., U.S. Air Force; Maj. Gen. John M. Weikert, U.S, 
Air Force; Col. John B. Jacob, U.S. Marine Corps. 

97. Westinghouse Air Brake Co., Pittsburgh, Pa. Affiliates—Melpar, Inc., Le 
Tourneau-Westinghouse Co. : Anding, James G.; Beckley, Stuart ; Beiderlinden, 
William A.; Bell, Charlie H.; Bertsch, William H., Jr.; Bradley, William J.; 
Canan, Howard V.; Cowie, Franklin G.; Denson, Lee A.; Elliott, Richard E.; 
Gibbs, John S.; Hastings, Kester L.; Herring, Lee R.; Herron, Edwin W.; 
Holley, James; Irving, Frederick A.; Kastner, Alfred E.; Kurtz, Guy 0,; 
Lane, Richard; Larew, Walter B.; Leggett, Aubrey B.; Lowe, Robert G,; 
Maher, Joseph B.; McAfee, Broadus; Menoher, William; Morrison, James A,; 
Newton, Wallis S.; Packer, Francis A.; Pence, William P.; Pierce, Edward H.; 
Ping, Robert A.; Rehm, George A.; Riley, Hugh W.; Rittgers, Forest 8.; Staf- 
ford, Laurance F.; Samouce, James A.; Sergeant, Russell C.; Shaw, Lawrence 
B.; Sherman, Wilson R.; Stiegler, Oscar; Summerall, Charles P.; Wells, 
Lucien F. 

98. Westinghouse Electric Corp., Pittsburgh, Pa.: Adm. Robert B. Carney, 
U.S. Navy; Adm. Leonard J. Dow, U.S. Navy; Maj. Gen. Albert Boyd, U.S. 
Air Force; Rear Adm. Wm. V. Deutermann, U.S. Navy; Rear Adm. Wn. 
L. Kabler, U.S. Navy; Rear Adm. E. 8. Keats, U.S. Navy; Rear Adm. H. T. 
Walsh, U.S. Navy; Brig. Gen. R. B. Pape, U.S. Army; Brig. Gen. Vennard 
Wilson, U.S. Army; Capt. L. M. Cockaday, U.S. Navy; Capt. Neal Cole, U.8. 
Navy; Capt. Ottis Earle, U.S. Navy; Capt. W. S. Ellis, U.S. Navy; Capt. 
C. J. Heath, U.S. Navy; Capt. R. M. Huebl, U.S. Navy; Capt. H. B. Hutchin- 
son, U.S. Navy; Capt. H. J. Islev-Petersen, U.S. Navy; Capt. J. J. Moore, 
U.S. Navy; Capt. C. W. Truxall, U.S. Navy; Capt. Hugh Webster, U.S. Navy; 
Col. E. M. Buitrago, U.S. Army; Col. Angelo R. Del Campo, U.S. Army; Col. 
J. L. Dickey, U.S. Marine Corps; Col. O. F. Forman, U.S. Army; Col. J. A. 
Gerath, Jr., U.S. Marine Corps; Col. J. J. Godwin, U.S. Army; Col. C. D. 
Jeffcoat, U.S. Marine Corps; Col. F. B. Kane, U.S. Army; Col. George B. 
Mackey, U.S. Air Force; Col. P. M. Martin, U.S. Army; Col. Francis H. Mona- 
han, U.S. Air Force; Col. George R. Oglesby, U.S. Army; Col. Fred Reiber, 
U.S. Army. 

99. The White Motor Co., Cleveland, Ohio: None. 

100. System Development Corp.,* Colorado Avenue, Santa Monica, Calif.: Lt. Gen. 
Donald L. Putt, U.S. Air Force; Col. Thomas A. Holdiman, U.S. Air Force. 


Mr. Héserr. The committee will be in order. 
The next witness is our colleague from the Committee on Armed 
Services, Congressman Bennett of Florida. 


STATEMENT OF HON. CHARLES E. BENNETT, A MEMBER OF 
CONGRESS FROM THE STATE OF FLORIDA 


Mr. Bennerr. Mr. Chairman, I appreciate this opportunity to ap- 
pear today to testify regarding the employment of former officers and 
enlisted men by private concerns under circumstances indicating un- 
ethical practices. There are three principal evils resulting from this 
practice : First, a member of the armed services might be consciously or 
unconsciously influenced in favor of a company with which there isa 
possibility of employment at a big salary; second, retired personnel 
have special influence not available to the public generally with their 
former associates who are still in Government service; third, even 


* Corporation had been included as an affillate of Rand Corp. Letter of June 12, 1959, 
states that organization commenced operation Dec. 1, 1957, as an independent nonprofit 


corporation. 
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though nothing unethical may actually transpire, there is an appear- 
ance of evil which destroys public confidence in the integrity of the 
Government. 

In an effort to strike at this evil I have introduced a bill, H.R. 7555, 
which has been referred to our full committee. This bill would make 
it a misdemeanor punishable by up to a year in prison or a fine of up 
to $10,000 for a person or concern knowingly to employ or to offer to 
employ a member of the armed services who within a 2-year period 
prior to leaving service has dealt with the business of the person or 
concern. It would also make it a crime for the military man under 
these circumstances to accept or promise to accept employment with 
such a firm. The prohibition would apply only during a 2-year period 
after the individual has left the armed services. Thereafter, he would 
be free to accept any employment he might choose to accept. Recog- 
nizing that this evil is not confined to members of the armed services, 
I have introduced a bill which would apply to all civilian employees 
throughout the Government. This is H.R. 7556, which is before an- 
other committee. 

I may say at this point that the first bill I introduced on this 
subject was introduced in 1951. It was the subject, or one of its 
successors was the subject, of very extensive reports by departments 
of the Government. And the bill which is now before the Armed 
Services Committee is the most sophisticated bill which I could bring 
forth, having in consideration the reports by departments as to things 
that they found wanting in the previous versions of such legislation. 

I realize that this is an investigative subcommittee, not a legislative 
one. I present my bill as an indication of the need for legislation in 
this field, which I hope will be more fully developed by the investi- 
gative activities of this subcommittee. In drafting this legislation I 
have encountered the very difficult problem of how to proscribe unethi- 
eal activity without unreasonably limiting employment opportunities 
for former military and civilian officers and employees. _I first intro- 
duced a bill like this in 1951. Some reports on that legislation argued 
that the prohibitions were too broad. In this legislation I have nar- 
rowed them to a period of 2 years prior to leaving the service and a 
later period thereafter. I strongly feel that there is an evil which 
should be prevented and that the present legislation is not any broader 
than is required by the circumstances. The difficult question is how 
to prevent the evil without unnecessarily hurting innocent employees 
or impairing recruitment efforts. I believe your subcommittee is in 
an admirable position to find the precise answer to this question, and I 
am confident you will be successful in doing so. Perhaps the formula 
of my bill will be what you approve or perhaps another will be ac- 
cepted. In any event, I sincerely hope that specific recommendations 
can be adopted soon to prevent the present evils. 

I have been impressed with the way in which your subcommittee 
has attacked this problem, as shown by your excellent questionnaire 
which was recently sent to retired military and civilian personnel em- 
ployed by defense contractors. I wish you well in your investigation. 

Thank you, Mr. Chairman, again for permitting me to express these 
views. 

Mr. Hénertr. Thank you very much, Congressman. 

Mr. Courtney ? 

Mr. Courtney. No. 
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Mr. Héserr. Mr. Winstead ? 

Mr. Wrnsteap. No. 

Mr. Hésert. Mr. Gavin? 

Mr. Gavin. No. 

Mr. Hésert. Mr. Fisher? 

Mr. Fisuer. No. 

Mr. Héserr. Mr. Norblad ? 

Mr. Norsiap. What was the number of your bill, Mr. Bennett? 

Mr. Bennett. H.R. 7555. 

Mr. Norsiap. Have you given any thought to the matter of your 
retired Secretaries and Assistant Secretaries? While you were talk- 
ing I jotted them down. Such names came to my mind as Charley 
Wilson or Dan Kimball, Louis Johnson, or Frank Pace, and people 
like that, who have held high positions in the Department of Defense. 

Mr. Bennett. Well, the legislation which I have introduced would 
apply to these as well. It applies to civilians. 

As a matter of fact, it is a rather superficial approach to think 
that this problem is limited to people who actually wear the uniform. 

Mr. Norsiap. Whether they are civilian or military. 

Mr. Bennerr. Why, certainly. The civilian personnel in the mili- 
tary departments are very much involved in this same problem. 

Mr. eadaidi: Thank you. 

Mr. Bennerr. Another bill I introduced has gone to another com- 
mittee because it involves all Government personnel whether military 
working for a department or not. But the one before the House Armed 
Services Committee, which I have introduced, applies to people like 
you have referred to in the Department of Defense whether wearing 
the uniform or not. 

Mr. Hésert. Mr. Hardy. 

Mr. Harpy. Just on that same subject. 

When you are speaking of applying it to civilian personnel, do you 
carry that all the way up, for instance, to the secretarial level ? 

Mr. Bennett. Yes. 

Mr. Harpy. I was just thinking. Now, if your bill is too restrictive 
you might even be deprived of the services of a man like Mr. Wilson, 
who came in from General Motors. 

Mr. Bennett. I don’t think my bill would deprive us of anyone's 
services. It would merely provide penalties for the specific behavior 
prohibited. 

I believe that if a man like Mr. Wilson were called upon for public 
service he would accept and that he would make sure that he did not 
violate this law. 

Mr. Harpy. I don’t know how you would approach it. But I was 


wondering if you would make it applicable to a man coming in from | 
industry who might have some very fine talents to give to the military, | 
as Mr. Wilson did, in spite of the fact that there were some suggestions _ 


that maybe General Motors was favored for a while. There have been 
other instances of secretarial personnel who have gone back to private 
industry and are engaging in very top positions in companies con- 
ane with the Government. Would your bill approach that prob- 
em % 

Mr. Bennett. Well, it would approach the problem insofar as cer- 
tain activities by Mr. Wilson were involved, but it would—— 

Mr. Harpy. Now, Mr. Wilson divested himself, I believe, of all of his 
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holdings in General Motors when he came to Washington. But I am 
thinking—and I don’t know what happened to him since he left. 

Mr. Héserr. He is a member of the board of directors of General 
Motors. 

Mr. Harpy. So he is back as a member of the board of directors. 

Now, there have been other people serving in secretarial capacities 
jn the Defense Department who actively picked up their responsible 
jobs and are into ea of major contractors with the Department 
of Defense. Would your bill go to those? 

Mr. Bennetr. Well, I ttied to answer it in the last answer I gave. 
It would not be the exclusion of Mr. Wilson. My bill—— 

Mr. Harpy. I didn’t mean to single out Mr. Wilson. He just hap- 
pened to be a Secretary of Defense. : 

Mr. Bennett. Maybe the easiest thing to do is read the bill. It is 
only a page long. 

Mr. Harpy. t don’t think that is necessary, Mr. Chairman. 

Mr. Bennett. It revises the section which Mr. Kilday thought 
should be revised, which is section 284. It does not apply to a total 

rohibition of employment. It applies to prohibiting people who have 

ealt with particular matters with this particular concern being em- 
ployed in that same field of activity. 

Mr. Harpy. Well, let us be specific, then. Would that affect Mr. 
Kimball? He was Secretary of the Navy for a while. He went back 
to employment in major industry, doing business with the Navy. 
What are you going to do in cases like that ? 

Mr. Bennett. I don’t know of any better way of answering it than 
to read the bill. It is not a very long bill. It is only a page long. 
Maybe it doesn’t adequately handle the technicality you referred to, 
but it is—suppose I read the bill. It is very short. 

(a) It shall be unlawful for any person or concern knowingly, either directly 
or indirectly, to employ or to offer or promise to employ any person who as an 
officer or enlisted man in the armed services of the United States or as an em- 
ployee of the Federal Government in the Department of Defense, Army, Navy, 
or Air Force at any time in a two-year period prior to termination of his Federal 
employment or active military service has dealt with a claim against the Fed- 
eral Government or business of such first-mentioned person or concern and who 
has terminated his Federal employment or military service within two years 
previous to such employment or offer or promise of employment: Provided, how- 
ever, That minor ministerial dealings shall not be included in this prohibi- 
tion: And provided further, That the word “business” as used in this section 
relates only to business operations or transactions of the first-mentioned person. 
or concern and excludes regulations or orders of general application and their 
effect on such business. 

Mr. Harpy. Well, to get back to specifics. And I was trying to 
understand what your purpose was and whether your bill would de- 
prive the Government of the services of some of these very top ranlk- 
ingand able people. For instance 

Mr. Bennett. For 2 years, I think it would if he could not comply 
with the prohibitions. And I think it would be good if it did. 

Mr. Harpy. Then, in other words, you think it might be good if 
the country had not had the benefit of the services of Mr. Wilson and 
Mr. Kimball, just to mention two ? 

Mr. Bennett. Well, Mr. Hardy, it seems like to me that what was 
sauce for the goose is sauce for the gander. 

Mr. Harpy. I am just trying to understand. 

Mr. Bennett. Well, I don’t see any reason for taking such out- 
standing men as Mr. Kimball and Mr. Wilson to—— 
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Mr. Harpy. I just wanted to see whether they would come within 
the scope of the proposal. 

Mr. Bennett. There is no exclusion of Mr. Kimball and Mr. Wil- 
son. And if this law is passed, and it applies to them, it should apply 
to them. Of course, this is not a retroactive law. It only applies to 
the future. 

Mr. Harpy. Well, I understand that. 

Mr. Bennerr. But I think it would be a healthy thing in the Goy- 
ernment if you enacted such a law. And it doesn’t embarrass me at 
all that it would mean that this man would have to take this proposed 
law in partial consideration as to whether he would hold his job. 

Mr. Noreiap. Mr. Chairman, may I ask one more question / 

Mr. Héperr. Yes. 

Mr. Norswap. It seems to me we are getting iinto a somewhat comp- 
licated field. For instance, if Mr. McElroy, the present Secretary 
of Defense, went back to—— 

Mr. Hess. Procter & Gamble. 

Mr. Norsiapv. Procter & Gamble, and Procter & Gamble happened 
to sell some soap to the Army ves i Mr. McElroy wouldn’t be 
permitted to serve in Procter & Gamble. 

Mr. Hess. For 2 years. 

Mr. Norsiap. The same thing would apply to Mr. Pace. As I re- 
call, he came up from a cavilian capacity to one of the secretariats 
and now he is head of General Dynamics, one of the biggest con- 
tractors. 

Mr. Bennett. Let me say this to you, Mr. Norblad. I haven't 
practiced law in over 10 years, not since I have been in Congress. I 
don’t purport to be an excellent interpreter of law. This legislation 
is the result, as far as I am concerned, of having introduced over a 
period since 1951 a series of bills which have received departmental 
reports and have had criticisms urged at the previous legislation 
which I have introduced. I have tried to meet those criticisms in the 
present bill. Perhaps your committee would be able to find other 
criticisms which ought to be urged and be further perfected. But I 
frankly do not have the ability to go into conjectures about specific 
cases in this matter before your committee. I don’t have the ability to 
do it, and there is no use of my trying to do it. 

This bill is only the result of the efforts by departments to show 
the care that must be taken with this field, and to try to draw some- 
thing that would not unduly hurt people. I didn’t finish reading the 
bill a minute ago. I only read halfway through it. But it is a rather 
brief bill. And it seems to me that if this proscribed Mr. Wilson or 
Mr. Kimball from going back into certain types of activity after they 
accepted the position of being Secretary, this would be one of the 
things they would have to consider. 

Actually, Mr. Wilson, of course, made much greater sacrifices than 
that when he came here. 

Mr. Norsiap. Believe me, Mr. Bennett, I am not trying to be 
critical. Icongratulate you on the effort. 

Mr. Bennett. It is just aneffort. Iam not perfect. 

Mr. Norsiap. I was just trying to explore the possibilities, 

Mr. Harpy. Mr. Chairman, I want it understood that is what I was 
trying to do. I didn’t want to be critical of the gentleman. I com- 
mend him for that. 
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Mr. Bennett. I am just not capable of analyzing all these various 

ibilities. And I know there was no hard feeling involved by any- 

y- But at the same time, I am oe to defend my bill which I 
introduced, and I have enthusiasm for my bill. 

And I am delighted in all the years I have been in Congress this 
is the first time since 1951 that anybody has ever allowed me to say 
anything about it. So I am very thrilled at the —— 

r Hieunr. Well, thank you. On that note, Mr. Bennett, we 
thank you very much. 

Mr. Bennett. Thank you, sir. 

Mr. Hésert. Is Senator Javits here? 

(No response. ro 

Mr. Hésert. Senator Javits is not present. 

The committee will be in order, please. 

It becomes obvious that we can’t continue much longer. However, 


there will be time now for you, Mr. Santangelo, to present your 


statement. The committee members will not interrupt you while you 
are reading the statement. Then we will anticipate having you back 
tomorrow morning at 10 o’clock as the first witness for the examina- 
tion and questions by members. 

Mr. SANTANGELO. I will be available tomorrow. 

Mr. Hépert. You may proceed, without interruption. 


STATEMENT OF HON. ALFRED E. SANTANGELO, A MEMBER OF 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Santance Lo. Thank you, Mr. Chairman and members of the 
committee. 


I appreciate this opportunity to come before you to discuss this 


_ very important problem. At the outset, I would like to state that 
_ I would like to associate as ome with some of the remarks uttered 
_ by Senator Douglas who indicated the purposes of legislation, with- 


out trying to hurt or harm the efficiency of our Defense Department. 
He expressed it beautifully, and I would like to associate myself with 
hisremarks in that regard. 

As you gentlemen remember, during the consideration of the de- 
fense appropriation bill I introduced an amendment which would 
bar funds to defense contractors who provide compensation to retired 


or inactive military or naval general officers who have been in such 


retired or inactive status within a period of 5 years from the date 
of the passage of the act. 

Recently F tatesduced a bill, H.R. 8069, which amends section 2306 
of title 10, United States Code, and adds a new subsection, “f,” which 


| prohibits the head of any agency from negotiating a contract with 
oy) 


any defense contractor who employs or retains any individual who, 


within a 5-year period immediately preceding such employment, 
served on active duty with an armed force in the rank of colonel or 


higher in the Army, Marine Corps, or Air Force, or as captain or 


| higher in the Navy or the Coast Guard. 


| My bill provides two exceptions. It does not prevent (1) the ne- 
gotiation of a contract for research or development with any college 
| r university because of the employment of any person by such col- 
_lege or university as an instructor or teacher, and (2) does not apply 
44112595 
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to any contract entered into with a contractor during any fiscal:year | to: 
in which the aggregate of the payments made by the United States tar 
to such contractor on that contract and all other contracts entered | I 
into during that fiscal year with such contractor by the military de. | cur 


partments will not exceed $1 million. adv 
} min 
EXISTENCE OF INFLUENCE AND NEED FOR EFFECTIVE ACTION | shal 
| 
| sala 


The House Appropriations Subcommittee on Defense Appropria- | qogi 
ations on page 42 of the 1960 report indicated its concern over problems | trac 
which arise as a result of the acceptance by retired senior officers | 
of employment in responsible executive positions with defense con- | em 
tractors. | pem: 

In 1956 the Committee on Government Operations in House Report | . 0: 
No, 1891, 84th Congress, inquired into the Navy jet aircraft procure. | and 
ment program, and on page 44 of its report recommended that— 490. 


the Secretary of Defense should review the laws and regulations relating to At 


the employment in industry and Government of retired military officers and | Sine 
make recommendations for the clarification and amendment to protect the mili. / rg 
tary officers and the public as well. 119 


Five years and $200 billion of defense appropriations later, have | aura 
you seen any such recommendations by the Secretaries of Defense or | This 
the Bureau of the Budget or our Commander in Chief? I have not. | paces 

The President’s $77 billion budget is the greatest this country has | Jt - 
ever seen. Fifty-nine percent, or $45,805 million, is allocated to the | gwar 
national security ; $13,938 million of the military budget is allocated / jnto ; 
to procurement, the purchase of aircraft, missiles, ships, and other | pelati 
military equipment. It is in this area that we must eliminate the | decisi 
waste in order to help the taxpayers. an ob’ 

Drew Pearson and Jack Anderson, in their book “U.S.A. Second equita 
Class Power?” dramatically point out the relations of defense con-| Pre 
tractors and retired military personnel. The chapter commencing on | quate, 
page 164, “Profits v. Patriotism,” relates sufficient details to arouse! [ w 
a lethargic nation into effective action. I urge this committee to call | gnalys 
men like Colonel Nickerson, who declared that— much. 
high ranking officers of the Air Force, including general officers, get to think- The. 
ing about retirement and the job as head of missile research with Lockheed ot} the ap 
some other firm— Firs 


and— If a1 


sales officers of aircraft companies in Washington are “primarily lobbyists” gaged f 
and 85 percent of the aircraft sales are with the Government. These firms put supplies 
pressure through direct contacts by representatives of the aircraft industry) MYmen 


with all levels of the Pentagon. Seco 
I recommend this book to you as it might open your eyes as it did) yo pg 
mine to situations which cry out for preventive action. the reti: 


This problem is so important in my opinion that a full-fledged in sa 
quiry should be made with the assistance of an adequate staff, and Sone 
this in my opinion does not mean only two investigators. Perhaps) for the s 
your committee can obtain members of the audit department of tht) of Defen 
Comptroller General’s Office. | Health § 

Here we are dealing with billions of dollars which ultimately at| The d 
fect our tax structure and our Nation’s safety. A cursory inquiry willl The firs 
not satisfy the demands of Congress and the citizens who are ready|ind Re, 
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to spend billions for our country’s defense and not one cent for mili- 
tary influence. 

t is said that Pentagon influence cannot be proven because pro- 
eurement officers will not speak for fear of destroying their future 
advancement. It is said by others that such military influence is 
minimal. It is said that procurement officers await the day when they 
shall retire so that they can join defense contractors at lucrative 
salaries. It is asserted that procurement officers are motivated by a 
desire to feather their future nests and thereby grant negotiated con- 
tracts when the items lend themselves to competitive bidding. It has 
been reported by the Renegotiations Board that negotiated contracts 
comprise 90 percent of contracts, that competitive Dids comprise the 
remaining 10 percent. 

Of course, I would yield to Senator Douglas who says that the 95 
and 5 are the figures. But the hearings that I have read indicated 
a 90- and 10-percent ratio. 

At the tail end of the situation is the recapture of excessive profits. 
Since 1951 defense contractors have voluntarily or involuntarily dis- 

rged $114 billion. Last year procurement contractors disgorged 
112 million. Whatever is the fact, I sense that there is an odorous 
aura created by the extensive hiring of retired military personnel. 
This practice of hiring retired officials smells to the high heavens and 


races With missiles and aircraft to outer space. 


It is my opinion that the decision of a procurement officer to make 
awards to defense contractors should not be and must not be coerced 


( into a state of imbalance due to a featherbed complex or a former 


relationship based on prior career subordination or friendship. The 
decision must be liberated from all parasitic influence and made with 
an objectivity designed to obtain the most effective product at the most 
equitable and competitive price. 

Present statutes and military regulations are ineffective and inade- 
uate. 
nT won’t read at this point the quotations of the statutes or the 
analysis of it because you have it, and I think it would not add very 
much. But you have the information before you in my statement. 

These statutes and regulations apply to conflict of interest. I quote 
the applicable statutes: 

First, 10 U.S.C. 6112-(b) (1956) : 

If a retired officer of the Regular Navy or the Regular Marine Corps is en- 
gaged for himself or others in selling, or contracting or negotiating to sell, naval 


supplies or war materials to the Department of the Navy, he is not entitled to any 
payment from the United States while he is so engaged. 


Second, 67 Stat. 437, 5 U.S.C. (Supp. IV), 59¢ (1953) : 


No payment shall be made from appropriations in any act to any officer on 
the retired lists of the Regular Army, Regular Navy, Regular Marine Corps, 
Regular Air Force, Regular Coast Guard, Coast and Geodetic Survey, and Pub- 
lie Health Service for a period of 2 years after retirement who for himself or 
for others is engaged in the selling of or contracting for the sale of or negotiating 
for the sale of any supplies or war materials to any agency of the Department 


| of Defense, the Coast Guard, the Coast and Geodetic Survey, and the Public 
| Health Service. 


The distinction between these two statutes should be carefully noted. 
e first act applies (a) only to retired officers of the Regular Navy 


ady|ind Regular Marine Corps, (6) as long as they hold their retired 
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status, (c) who for themselves or others, sell, contract or negotiate 
for the sale of naval supplies or war materials to the Navy Depart- 
ment. The second statute applies (a) to retired Regular officers of all] 
Armed Forces—and other listed Government departments—(b) only 
for a period of 2 years after retirement, (<) who, for themselves or 
others, sell, contract, or negotiate for the sale of any supplies or war 
materials to the specified Government departments—including the 
Department of Defense. Neither statute applies to Reserve officers; 
and it appears that neither statute applies to retired permanent en- 
listed personnel, advanced to commissioned rank on the retired list un- 
der the provisions of 10 U.S.C. 6151 (1956). 

Title 18, chapter 15, section 281, provides for a fine of $10,000 or a 
prison sentence for whoever being the head of a department or other 
officer or employee of the United States or any department or agency 
thereof, directly or indirectly receives or agrees to receive any compen- 
sation for any services rendered or to be rendered by himself or an- 
other, in relation to any matter in which the United g 


court-martial, officer, or any civil, military, or naval commission. 
The next section of 281 reads as follows: 
Retired officers of the Armed Forces of the United States, while not on active 


duty, shall not by reason of their status as such be subject to the provisions of thig 
section. Nothing herein shall be construed to allow any retired officer to repre 


sent any person in the sale of anything to the Government through the depart. | 


ment in whose service he holds a retired status. 


The enforcement of statutes or regulations leaves much to be desired, 


An article by a newspaper reporter, Jack Steele, demonstrates the in- 
adequacy of the law where a retired Navy lieutenant was forced to 
forfeit his retirement pay during an 8-month period in which he al- 
legedly sold beer to officers’ clubs and ships’ stores. It might be re- 
freshing also to find out who distributes the liquors to officers’ clubs 
and it is timely to learn which watch companies sell to the post ex- 


changes at Fort Meyer and Fort McNair. Anonymous people have | 
written to me that military people have obtained these concessions for | 


certain companies. 
MANNER OF DETERRENCE 


What methods are available to eliminate Pentagon influence in de- 
fense procurement contracts? Present statutes are apparently in- 


adequate. The proposals of two Senators who have recently introduced | 


legislation — the burden on the officer who is used and abused. 
Such proposals, in my opinion, will not solve the problem. My pro- 


posal is designed to eliminate the source of evil, to curb the pee ter 


who uses Pentagon influences by denying the opportunity of profits. 
Letters and articles have raised a howl that retired officers have a 
right to earn a living. They certainly do, but not at the expense of 
John Q. Public, the taxpayer who pays their retirement benefits in the 


longrun. 
LENGTH OF LIMITATION 


My desire is to eliminate influence without impairing the good. 

At this point I would like to interpolate that I recognize that a clean 
sweep might be devastating to some of the important and valuable of- 
ficers who are working wih the defense contractors. 


tates is a party | 
or directly or indirectly interested, before any department, agency, | 


/ ane 


Fs 
5 


=) 
= 


contra 
the la: 

| 3 year 
The 








tive 
this 
pre- 
part | 


) in- 
1 to 
 al- 
» Te 
Jubs 
, @X- 
have | 
s for. 


n de- 


‘aced| 
used, 


fftee | 


rofits, 
ave a 


ase of 
in the | 


. clean 
ble of: 





RETIRED PERSONNEL IN DEFENSE INDUSTRY 65 


I want to submit this thought to you, that we would make another 
exemption after we make a prohibition. That we would set up a 
committee under the aegis or under the supervision of a legislative 
or joint congressional group, not having military officials on the board, 
aA request that the companies, if they desire to obtain one of these 
technical experts within the period of the prohibition—that they 
make an application and set forth the reasons therefor and why they 
need this man for his technical knowledge. 

You also might, under those circumstances, make an exception for 
a former person who has left a company at his great sacrifice to help 
the Government out during a time of emergency. 

You can make a series of exceptions. 

However, you will expose those people who are required because 
of their technical knowledge. You wil make the exceptions so that 
the country would not suffer by reason of denying these men their 
peculiar abilities to go back into the company from which they had 
originally come to the U.S. Government. 

at is an escape clause. That is something which I have been 
thinking about, and have not formulated into words or legislation. 
But I just submit it to you for your consideration. 

If an officer recognizes that employment at premium salaries is not 
forthcoming upon retirement, contracts will definitely be let on merit 
rather than upon the basis of anticipated employment. It has also 
been said that defense contractors are badgered constantly by officers 
seeking to obtain employment upon retirement. If contractors rec- 


, ognize that for a period of time they cannot use officers for their 


influence, they will not be so prone to hire retired officers except for 
their technical skill. Some of my colleagues feel that a 5-year pro- 
hibition is too drastic; others feel that 3 years is reasonable; and 
some claim that 2 years is ample. 

I have made an analysis of the retirement dates of retired officers 
whose names were listed in the Congressional Record by Senator 
Douglas. The Air Force, Army, and Navy furnished me with the 
retirement dates of those identifiable officers. I submit my analysis 
and conclusions to this committee for its consideration. 

The following figures are based on information supplied to me: 

Of the 197 retired Army officers who have latched on with defense 
contractors, 26, or 13 percent, retired since January 1, 1958, or within 
2 years; 57, or 30 percent, retired since January 1, 1957, or within 3 
years; 105, or 53 percent, retired since January 1, 1955, or within 5 
years. 

Of the 100 retired Air Force officers who have latched on to defense 
contractors since retirement, 30 percent have been retired within the 
last 2 years, 50 percent within the last 3 years, and 71 percent retired 
within the last 5 years. 

Of the 274 retired naval officers who have latched on to defense 
contractors since retirement, 56, or 20 percent, have been retired within 
the last 2 years; 122, or 44 percent, have been retired within the last 
3 years: 184, or 66 percent, have been retired within the last 5 years. 

Then I set it up for better recognition. 
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It would seem, therefore, that if we prohibit employment from 
within 2 years from date of retirement, we would not reach a sub. 
stantial number of people; if we adopt a 3-year period, we would 
prohibit a little less than one-half of retired employees; if we adopt 
a 5-year prohibition period, then we eliminate approximately two- 
thirds of the employees who were retired officers. 

So long as the practice of negotiated contracts and letter contracts 
is continued, and so long as defense contracts are let on a cost-plus. 
fixed-fee basis, there will be very little control of defense expendi- 
tures. Negotiated contracts, i.e., noncompetitive, which comprise 90 

ercent of defense contracts, are by their nature subject to human 
railties, motives, and influence; letter contracts are granted because 
of urgency of speed and blindness of cost, and consequently are subject 
to human errors and frailties; cost-plus-fixed-fee contracts are expen- 
sive because of uncontrolled costs. Some of the elements of such 
uncontrolled costs are expensive advertising, and high salaries of 


retired military personnel. Action is imperative because Government | 


defense appropriations and spending cost accompany the endless 
cold war at the average rate of 1.2 billion a month. Our economy will 
not permit unnecessary expenditures. 

Thank you, Mr. Chairman. 

Mr. Hésert. Thank you very much, Mr. Santangelo. 

We will appreciate you back tomorrow morning at 10 o’clock, at 
which time we will question you. 

I understand Senator Javits is in the room. 

Senator Javits, I understand that you have a prepared statement 
which you have already released. 

Senator Javirs. That is correct. 

Mr. Héserr. For that purpose we will allow you, then, to put it 
in the record here and then tomorrow, after Mr. Santangelo we will 
discuss it with you, if that is all right with you. 

Senator Javits. Yes. 

May I just have about 5 minutes to put it in the record. 

Mr. Hesert. Is that all the time you need ? 

Senator Javits. Yes. It isnot very long. 

Mr. Hézert. You may read it. 


STATEMENT OF THE HON. JACOB K. JAVITS, A MEMBER OF 
THE U.S. SENATE FROM THE STATE OF NEW YORK 


Senator Javirs. Mr. Chairman, first I want to join Senator Douglas 
in my appreciation for being invited here to testify. 

The current Congress has a heavy but as yet unmet repens | 
which the general public has every right to insist that we fu 
promptly regarding the establishment of standards of ethics spelled 
out in terms of specific legislation and backed up by enforcement 
provisions, applying to Government officials—including retired officers 
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of our armed services. Your subcommittee hearings point up the need 
for clearly discernible guidelines of conduct which can greatly reduce 
the possibility that cases of unethical behavior will arise and unfavor- 
ably reflect. on the more than 2,300,000 officers and employees now 
employed in the nonjudicial branches of the Federal Government. 
nd, Mr. Chairman, as part of my testimony, I would like to include 
S, 2228, a bill dealing with this subject, introduced by me together 
with Senator Douglas of Illinois. . 
(The bill referred to is as follows :) 


{S. 2228, 86th Cong., 1st sess.] 


A BILL To amend titles 10 and 18 of the United States Code with respect to activities by 
retired or former officers of the Armed Forces in connection with sales to the Govern- 
ment and proceedings, contracts, claims, controversies, or other matters relating to 
activities of the Department in which they have served 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Retired 
Military Officers Defense Procurement Activities Act of 1959”. 

Seo. 2. (a) Chapter 15 of title 18, United States Code, is amended by— 

(1) striking out the following sentence in section 281 thereof: “Nothing 
herein shall be eonstrued to allow any retired officer to represent any per- 
son in the sale of anything to the Government through the department in 
whose service he holds a retired status.” ; 

(2) inserting therein, immediately after section 281 thereof, the following 
new section : 


“281A. Disqualification of retired officers of the Armed Forces. 


“Whoever, being a retired officer of the Armed Forces of the United States 
not on active duty— 

“(a) at any time knowingly represents, aids, or assists, or acts as agent 
or attorney for, anyone in connection with any proceeding, contract, claim, 
controversy, sale, or other matter (1) to which the United States or any 
department or agency thereof is a party or in which the United States or 
any department or agency thereof is directly or indirectly interested, and 
(2). concerning which he had any direct responsibility while in active duty 
status ; or 

“(b) within two years after his retirement knowingly represents, aids, or 
assists, or acts as an agent or attorney for, anyone in connection with (1) 
the sale of anything to the Government through the department in whose 
service he holds a retired status, or (2) any proceeding, contract, claim, 
controversy or other matter to which the United States or that department 
is a party, or in which the United States or that department is directly or 
indirectly interested, and which relates to any activity of the Department in 
which he holds a retired status— 

shall be fined not more than $10,000, or imprisoned not more than one year, or 
both, except that nothing in this section shall prevent any officer from taking 
mcompensated action, not inconsistent with the faithful performance of his 
duties, to aid or assist any person who is the subject of disciplinary proceedings 
which may result in his removal or suspension from a position in Government, 
or other penalty, or who has been removed or suspended from such a position, to 
present his defense or to be reinstated or restored to duty.” : and 

(3) inserting in section 284 thereof, immediately before the word “Who- 
ever’, the subsection designation “(a)”, and by adding at the end of that 
section the following new subsection : 

“(b) Whoever, being a former officer of the Armed Forces of the United States, 
within one year after his service (including any service in a retired status) has 
ceased, knowingly represents, aids, or assists, or acts as an agent or attorney 
for, anyone in connection with any proceeding, contract, claim, controversy, sale, 
or other matter (1) to which the United States or the department administering 
the service in which he formerly served as a party, or in which the United 
States or that department is directly or indirectly interested, and which relates 
to any activity of that department, or (2) with regard to which he had any 
direct responsibility while serving in an active duty status in that service, shall 
be fined not more than $10,000, or imprisoned not more than one year, or both.” 

(b) The chapter analysis of chapter 15 of title 18, United States Code, is 
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amended by inserting therein immediately after the item relating to section 
281, the following new item: 
“281A. Disqualification of retired officers of the Armed Forces.” 
SEc. 3. (a) Title 10 of the United States Code is amended by— 
(1) inserting therein, at the end of chapter 349 thereof, the following new 
section : 


“§ 3640. Pay: retired Regular officers; withheld while employed by certain 
contractors. 

“If a retired officer of the Regular Army is engaged for himself or others 
in selling, or contracting or negotiating to sell, military supplies, services, or war 
materials to the Department of the Army, he is not entitled to any payment from 
the United States while he is so engaged.” ; 

(2) inserting in section 6112(b) of chapter 559 thereof, immediately after 
the word “supplies”, a comma and the word “services” ; 

wt inserting therein, at the end of chapter 849 thereof, the following new 
section: 


“8 8640. Pay: sae Regular officers; withheld while employed by certain con- 
tractors. 

“If a retired officer of the Regular Air Force is engaged for himself or others 
in selling, or contracting or negotiating to sell, military supplies, services, or 
war materials to the Department of the Air Force, he is not entitled to any 
payment from the United States while he is so engaged.”; and 

(4) inserting therein, at the end of chapter 137 thereof, the following new 
section: 


“§ 2315. Ineligible contractors. 

“No purchase of or contract for the purchase of property or services coy- 
ered by this chapter may be made with any person, firm, corporation, concern, 
or other party who has employed any retired officer of the Armed Forces of 
the United States within two years after his retirement, or any former officer 
of the Armed Forces of the United States within one year after his service 
(ineluding any service in retired status) has ceased, while such retired or former 
officer knowingly represents, aids, or assists, or acts as an agent or attorney for, 
such person, firm, corporation, concern, or other party, in connection with (1) 
the sale of anything to the Government through the department in whose service 
such retired or former officer holds a retired status or served, or (2) any pro- 
ceeding, contract, claim, controversy, or other matter in which the United States 
or that department is a party, or in which the United States or that depart- 
ment is directly or indirectly interested, and which relates to any activity of 
that department, except that this provision shall not apply with respect to the 
employment of any retired or former officer which has commenced before the 
effective date of this section.” 

(b) The analysis of chapter 349, title 10, United States Code, is amended by 
adding at the end thereof the following new item: 

“3640. Pay: retired Regular officers; withheld while employed by certain contractors.” 

(c) The analysis of chapter 849, title 10, United States Code, is amended by 
adding at the end thereof the following new item: 


“8640. Pay: retired Regular officers; withheld while employed by certain contractors.” 


(d) The analysis of chapter 137, title 10, United States Code, is amended by 
adding at the end thereof the following new item: 


“2315. Ineligible contractors.” 

Senator Javits. Mr. Chairman, the focus of these hearings has 
focused the spotlight of public curiosity and concern on the activities 
of former military officers now in the employ of private industries 
who contract with the Federal Government, particularly in the defense 
field. I feel that certainly an outstanding contribution which this 
subcommittee can make is to put in its proper perspective, with recom- 
mendations for code-of-ethics legislation, the status of approximately 
200,000 retired officers as well as the great majority of the more than 
340,000 officers now on duty who will retire to civilian life and many 
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into the employ of private industry after an honorable and often dis- 
tinguished military career. 

Mr. Chairman, Secretary Gates I think pointed that out yesterday 
that many of these men are household words, great heroes to the 
American people, and all of us—and I was delighted to hear my 
colleague from New York, Mr. Santangelo, take the same position— 
wish to approach this subject with great respect therefor. 

The unique position of the retired military officer was pointed up 
in part yesterday in the testimony of the Deputy Secretary of Defense, 
Thomas Gates, when he emphasized that these men— 
are still members of the Armed Forces. They are expected to conduct them- 
selves according to the standards required of officers of the Armed Forces of 
the United States. Indeed, they are subject to the same provisions of law 
under the Uniform Code of Military Justice that apply to those who are still 
on active duty. 

I think that is a very important point. 

However, as a retired officer frequently with several productive 
years remaining, he will often be in the market for a responsible job 
with good pay in the field he knows best—and go to work for a private 
defense contractor. Bearing this dual status—as both a civilian 
employee and a military oflicer—the possibility of a very real conflict 
of interest can arise. This spells out our obligation to both the public 
and to these retired officers to set up legal and ethical criteria which 
will not unfairly limit their employment opportunities but which will 

rotect against a company utilizing personal friendship rather than 
usiness or technical skill in dealings with the Federal Government. 

Now, the bill which I have offered as part of my testimony does 
the following : 

1. Prohibits officers for a period of 2 years following their retire- 
ment from selling or negotiating with the department in which they 
hold their commission, either in their capacity as a private individual 
or as the employee of private industry ; 

2. Permanently bars retired officers from selling or negotiating with 
respect. to matters such as a particular aspect of weapons development 
or supply procurement for which they were directly responsible while 
on active duty. Now, that is a permanent bar; 

3. It prohibits such activities for 1 year in the case of officers who 
have resigned from the service, thus surrendering their benefits as 
officers and severing their relationship with the Government; 

4. Prohibits Army and Air Force officers from receiving retire- 
ment pay while engaged in selling military supplies and services to 
their former department—thus conforming to the law which already 
applies to Navy and Marine officers; 

5. Declares as ineligible to receive defense contracts any company 
which employs ex-officers for the purpose of selling or negotiating with 
their former military department in violation of the foregoing pro- 
visions. 

Now, under the bill we filed, the criminal penalties imposed on vio- 
lators of the first three provisions are the same as those which apply— 
and this is the analogy—in the case of a former attorney employed by 
the U.S. Government who is forbidden for a period of 2 years follow- 
ing his Federal employment from prosecuting claims against the 
Government concerning subject matter with which he was directly 
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connected. Violators are subject to a maximum fine of $10,000 or a 
minimum of 1 year in jail. 

Preliminary research has pointed up the marked inadequacy of 
existing statutes. For example, the U.S. Navy Department which 
prevents its retired officers from collecting retired pay as long as they 
are engaged in the sale of naval supplies to their Department, has 
reported to me that since 1954 five officers have forfeited retirement 
pay because they were engaged in procurement activities with com- 
pene doing business with the Navy Department. Only one of the 
five, according to the Navy, voluntarily forfeited this pay, by report- 
ing to them what he is doing—and he is the only one which the 
records show is still not collecting retirement payments, with the 
others apparently having changed their status. 

Now, this small figure should be evaluated in the light of the Navy’s 
further report that of the 721 of the retired top-ranking officers whom 
Senator Douglas has listed as in the employ of major military con- 
tractors, 303 are retired Navy officers and 45 are retired Marine 
officers. So we must assume that more than half are not reached by 
this Navy and Marine provision. 

_Mr. Chairman, I conclude on the following note. I would like to 
direct the subcommittee’s attention to testimony recently given before 
the Subcommittee on Government Procurement of the Select Com- 
mittee on Small Business of the Senate in which at that time one 
witness (David G. Perry, a private consulting engineer from Cali- 
fornia) emphasized the effectiveness of efforts by retired milita 
officers in placing defense business with the private companies which 
employ them. This witness specifically recommended that “legisla- 
tive action is required to prohibit the use of retired service personnel in 
lobbying activities or in employment with Government contracts. 
This conflict of interest must be removed. The small manufacturer 
cannot afford the luxury of high-salaried retired service personnel.” 
I think that is a very important point, Mr. Chairman. 

One of the serious byproducts of our failure to close the loopholes 
in this area of conflict of interest legislation may be working to the 
advantage of the large defense contractors. 

While the Congress devises discernible practical ethical standards to 
prevent possible conflict of interest in these cases, it should also deter- 
mine whether there are present unduly restrictive provisions which 
discriminate against retired military officers who wish to continue 
their Government service in a civil service position. In the majority 
of cases it would appear that considerable inant} sacrifice in terms 
of either limited retirement pay or curtailed civilian salary in the 
Government service is required of these men whose experience and 
talents could be of considerable benefit to a civilian agency of Gov- 
ernment. To probe this situation thoroughly, I have requested that 
individual studies be made by the Defense Department, the Civil 
Service Commission, the Comptroller General, and the Library of 
Congress, and they are now underway and will be available to all of 
us 


The clarification of these complex issues—the one of conflict of 
interest in defense industry, and the other of working for another 
Civil Service Department by a retired officer, are very important to 
the American people, and to the Congress. 
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I hope that the study which I am having made will be a real contri- 
bution, and I know, Mr. Chairman, that what this subcommittee will 
do will help us all materially. And I am very grateful for the privi- 
lege of testifying before you. 
ar. Héperr. Thank you very much, Senator Javits. 

Now, tomorrow morning, we would appreciate your being present 
here so that if the committee desires to ask you questions in connection 
with your statement, it may do so. 

Senator Javits. I will be available. 

Mr. Hésert. Fine. Thank you very much. 

Senator Javirs Thank youso much. 

Mr. Courtney. Mr. Hemphill of South Carolina has a prepared 
statement, which he desires to interpolate in the record as though 
read at this point. 

Mr. Héserr. It will be put in the record at this point. 


STATEMENT OF HON. ROBERT W. HEMPHILL, A MEMBER OF 
CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Hempuiti. Mr. Chairman, and members of the subcommittee, 
I want to express my appreciation to this subcommittee for investigat- 
ing the subject of unemployment of retired military and Federal civil- 
ian personnel in defense contracting. It is long overdue, and I am 
delighted that Congress is taking notice of a practice which has caused 
the American public much concern. 

I hope this committee will produce legislation on which we can vote, 
legislation which will restrict retired military and Federal personnel 
from drawing retirement pay, and, at the same time, serving businesses 
or firms which either have been engaged in defense contracting, or 
which are selling heavy supplies of military character to the Govern- 
ment of the United States, or to the various defense forces. To me, 
for a Federal or a military employee to retire from a procurement 
position in the Government or in the Defense Department, or in one 
of the armed services, and take a big fat job for the company which is 
going to deal with those who either take the retirees place, or those 
with whom the retiree had previously been associated, is suspicious, 
if not dead wrong. 

Not having the privilege of serving on your great committee, I am 
not as familiar with the armed services contracts as those of you on 
the committee. I do know that there have been many cases in which 
far too much profit has been realized at the expense of the American 

ublic. Like most others, I believe in a reasonable profit, but the 

usiness of gouging the Government with unquestionably high prices, 
maneuvering contracts which are not designed to save the taxpayers 
ag much as possible, or which have unreasonable figures, smacks of 
treason, 

I would also support legislation which would make it illegal for 
the Government to contract with companies whose personnel reflect 
the background of service with the military or civilian personnel in 
~ Defense Department, who have been engaged in the procurement 
end. 

People of this country, and the Congress of this country, have been 
|good to the military and good to civilian personnel. Their pay is 
good, the vacations are plentiful, the fringe benefits are most unusual 
‘and liberal. 
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Suppose a serviceman stays in 20 years, and retires with the rank 
of Colonel. He draws from about $425 to $430 a month in retirement 
pay, and, in addition, his hospital privileges. During his years of 
service his family has had hospital and dental privileges. If he stays 
in 30 years he would draw around $725 a month or a little better. 

Another example is a brigadier general. If he stays in 20 years, he 
retires at around $575 to $590 and if he stays in 30 years he draws 
between $875 and $900. The retirement benefits are liberal. 

An example of the manner in which retirements should be con- 
ducted may be found in the Federal courts. When we retire one of 
our Federal judges, we pay him well, but he is not again allowed to 

ractice law in the courts. He is subject to call. We have been most 
ortunate in having that sort of statute on the books. 

Our defense budget is very high now. We all want a strong de- 
fense force, deterrent and retaliatory power. Inasmuch as the cost 
is continuously increasing, let us take every step to make sure that 
we are getting the best for our defense dollar. 

Again, thank you for what you are doing, and for letting me come 
and make my statement. 

Mr. Courtney. Mr. Morris of New Mexico and Mr. Meyer of Ver- 
mont have prepared statements, which they desire to interpolate in 
the record as though read at this point. 

Mr. Hésert. They will be put in the record at this point. 


STATEMENT OF Hon. THOMAS G. Morris, REPRESENTATIVE FRoM New Mexico 


The employment of retired Defense Department personnel by defense indus- 
tries raises many problems which are turning into grave national issues. 

In a democratic society such as ours, how a man chooses to live his life and 
where he chooses to work are normally of no concern to the Government as long 
as he obeys the law. Moreover, when a man is suspected of violating the law, 
he is presumed innocent until proved guilty. 

But certain sectors of a democratic country are so important to national life 
that protection against malfeasance is necessary. For example, the regulation 
of utilities is often undertaken because no amount of prosecution can compen- 
sate for public harm caused by monopolistic excesses. Preventive regulation is 
prudent public policy. 

For similar reasons, the United States insists upon high standards of efficiency 
and conduct for those men and women who choose to enter the service of the 
Federal Government. No one in Government service can be regarded as above 
suspicion. Here again, preventive regulation is prudent policy. 

When only a few Government employees appear to be involved in conflict of 
interest cases, I believe we should err on the side of being too respectful toward 
individual freedom. But when conflict of interest cases threaten seriously to 
jeopardize the national interest, the Government must act. 

These things being kept in mind, I am convinced the United States cannot 
adopt a “hands off” policy toward those retired military men and civil servants 
of the Military Establishment who obtain employment in defense industries. 

Every citizen should be indebted to Senator Paul Douglas for obtaining from 
the Defense Department the following information: 88 of the 100 companies 
holding 74 percent of all defense contracts employ 721 retired officers of the rank 
of colonel or Navy captain or higher. And within the last few days, Deputy 
Secretary of Defense Thomas S. Gates, Jr., has disclosed that a survey of naval 
officers retired less than 2 years indicates the existence of about 300 possible con- 
flict of interest cases. These figures say nothing, of course, about retired 
civilian employees of the Military Establishment who may also work for defense 
contractors. 

Defense production is big business—very big business. Moreover, defense 
production is carried out by relatively few companies. For example, in the 1% 
month period ending in June 1956, 69 percent of the $25.6 billion our Nation 
spent for defense production went to 100 companies. And it is entirely possible 
that the future will bring even more concentration in defense industries than 
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exists today. In the missile industry, which certainly will become more and 
more important for the scientific and military strength of the United States, 
there are now about 75 major prime contractors at work. Already more than 
400,000 people, exclusive of the military, are now directly employed in missile 
work. Nearly every branch of industry, probably most major universities, and 
a great number of individuals representing every recognized profession are par- 
ticipating in missile and outer space plans and programs. 

It seems clear, therefore, that defense contractors play roles that do and will 
continue to affect directly the economy and the security of our country. The 


' truth of this is ever more readily apparent, if we understand something of how 
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defense contracts are made. For example, in the last 10 years only about 30 
rcent of the contracts for air weapons systems let by the Air Force were based 
on formal, open-design competition. 

For these reasons, the employment of retired defense personnel by military 
contractors must be a matter of national concern. In September 1956 a House 
Armed Services Subcommittee report on the aircraft industry stated: “The 
presence of retired military personnel (on defense industry) payrolls fresh 


from ‘the opposite side of the desk,’ creates a doubtful atmosphere. * * * 


Companies whose business is so closely interwoven with the Military Estab- 
lishment ought to lean over backward so that no suggestion of favoritism, 
influence, or ‘old school tie’ could be read into their conduct.” About the same 
time, Business Week commented: “The part played by retired officers in mili- 
tary procurement is limited by laws and by service regulations as well as by 
public ethics. Generally, rules forbid a former officer to engage ‘directly’ in 
sales to the Defense Department for at least 2 years after his retirement. But 
the services’ legal departments are kept busy interpreting that word ‘directly.’ ” 

I personally am of the opinion it is unfair to say that a firm which wants 
defense business must hire a retired military man to get that business. On 
the other hand, we cannot deny that many former defense personnel are em- 
ployed in defense industries—and often in high positions. Nor can we escape 
the fact that by 1945 the number of retired military personnel in the United 
States has grown to 180,000, and that since 1945 the number has increased at 
the rate of about 10,000 a year. It has been estimated that in 1955 alone more 
than 2,000 career officers left military service for business jobs. 

I speak without malice toward those thousands of Defense Department per- 
sonnel who have retired with honor from public service and who work in the 
arms industries without compromising the interests of their company, the 


, Defense Establishment, or their country. 


But I must point out the dangers which inhere in the practice of hiring re- 
tired military men and civilian employees of the Military Establishment for 
work and often for executive positions in defense industries. These dangers 
stem from the nature of man and from the size, importance, and concentration 
of American defense industries and companies. 

These dangers are real and call for prompt and effective action. They call for 
measures which will eliminate any possible conflicts between the national inter- 
est and the interests of retired Defense Department personnel employed by 
military contractors. 


STATEMENT OF Hon. WILLIAM H. MryYeER, CONGRESSMAN AT LARGE, VERMONT 


Mr. Chairman, I appreciate this opportunity to testify before your com- 
mittee. I believe that the inquiry into the employment of former military 
and Federal civilian personnel after Government service is extremely impor- 
tant. Your findings—coupled with legislative proposals—will have a far- 
i effect not only for our defense system but for our national life as a 
whole. 

The large and growing amount of newspaper comment is only one indication 
of the deep-rooted and widespread concern which the American people have 
regarding the area under inquiry. I have shared this concern for a number 
of years—long before I was elected to this Congress—and have studied the 
matter closely. 

We must have a strong defense system based on an efficient use of funds. 
The American taxpayer must be sure that he is getting full value for his 
defense dollar. 


Important questions of procedure are involved when military personnel who 


leave the Government service are employed by private defense contractors. 
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Approximately 65 percent of each tax dollar goes for defense expenditures, 
Each year billions of dollars are paid to private firms for defense contractg, 
Given the number of personnel and the amount of money involved, it is hardly 
surprising that there is widespread concern that care be taken to guard against 
improprieties. 

One hundred corporations hold 74 percent of the defense contracts; 10 of 
these firms have one-third of all the contracts. According to a survey cop. 
ducted by Senator Douglas—not yet complete, as 3 of the largest defense 
contractors have not yet reported—97 of these 100 companies employed 768 
former military officers of the rank of colonel, Navy captain, or above. The 
problem is compounded when it is noted that 95 percent of the number and 
86 percent of the total dollar amounts of defense contracts are negotiated, and 
are not subject to competitive bidding. This system of awarding contracts js 
especially susceptible to improper influences, and special care is required to 
assure the Government that full value is obtained. 

The recent revelations by the General Accounting Office of the excessive profits 
which a number of firms have made on their defense contracts is another aspect 
of the picture, and in my opinion reinforces the need for further legislation in 
this area. 

Charges have been voiced that the Defense Department continues to buy obso. 
lete weapons because of pressure and influence. A former high officer, Lt. Gen, 
James Gavin, is quoted as saying that “Industrial pressure is causing decisions 
to be made in favor of (weapons) systems which are obsolete.” It has been 
pointed out that if such pressure exists, some of it undoubtedly stems from 
former high officers. 

Admiral Radford has testified before this subcommittee that outside influence 
exerted at the Pentagon by armaments companies is “very small—but I wouldn't 
say it didn’t exist.” I say to you that we cannot afford to have any influence used. 
The decisions made in the Pentagon are a matter not only of expenditure but of 
life and death to our civilization. 

In addition, I see no difference ethically between a lot of influence and pressure 
and very small influence and pressure. If using influence to pressure decisions is 
wrong—and I think we are agreed that it is—then a little is wrong too. In my 
opinion, it is imperative that the situation surrounding the awarding of these 
contracts be above suspicion. Furthermore, I do not agree that the influence 
and pressure exercised is very small. 

One result of this use of influence and pressure may be that final decisions 
regarding our defense needs are no longer taken by experts for technical reasons, 
If influence is used—and both Admiral Radford and Admiral Rickover say that 
some use of influence exists—then it affects these decisions I am talking about. 
And this means that we are not getting our money’s worth, and are very possibly 
not making the best decisions in the interest of all the people. 

The party which had been planned by three big defense firms in honor of the/ 
new Air Force Chief of Research and Development was a timely reminder of the 
possible abuses of our present setup. I find this blurring of business and social 
lines somewhat questionable, and I believe that those involved must also have had 
some doubts, as the party has now been canceled. 

The present laws in this area are unclear and unwieldy. They are not balanced, 
and apply inequitably to the various retired military personnel. I would support 
legislation designed to apply fairly and equitably to all military personnel who 
have left the Government service. I believe it should take into account not only) 
employment after leaving the service, but also possible misuse of offers of future 
employment before retirement. Perhaps the regulations governing employment of) 
former Government attorneys could be carefully studied for suggestions in this) 
regard. 

I personally believe that for 5 years after leaving Government service no high 
ranking officer should be allowed to hold a position with a defense contractor it 
which he might be able to pressure or influence Pentagon decisions. As I have 
pointed out before, I believe it extremely important that our retired officers k 
above suspicion in these matters. 

I will not take the time of the committee to document in detail the instances of 
abuse of which we have already become aware. If the committee wishes, I will 
be glad to submit further details of those cases which have come to my attention 

In this connection, I would urge that this subcommittee undertake an impartial 
field investigation. It is all very well to take evidence to hear claims and counter’ 
claims, and this is important. But this subcommittee would be doing a ”" 
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service if, in addition to its present hearings, it would send investigators into the 
field to check into the various claims and accusations and to dig out the true facts. 
By suggesting this I do not mean to disparage the service already done simply 
by holding these hearings, and bringing the issues and suspicions out into the 
open because we are all glad that this has been done. But further checking of the 
most thorough and detailed sort is, in my opinion, necessary. 

In closing, let me state again my hope that this subcommittee will recommend 
legislation which will set up realistic and fair standards of conduct for retired 
Government personnel. The various cases of abuse which have been brought to 
light only serve to emphasize the need for such a code. 


Mr. Hésert. The committee stands adjourned until 10 o’clock tomor- 
row morning. 


(Whereupon, at 11:59 a.m., the subcommittee adjourned.) 
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EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
PERSONNEL BY DEFENSE INDUSTRIES 


THURSDAY, JULY 9, 1959 


Hovusr or RepresENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 


The subcommittee met at 10 a.m., the Honorable F. Edward Hébert 
(chairman of the subcommittee) presiding. 

Mr. Héserr. The commitee will be in order. 

Members of the committee, this morning we will continue with our 
colleague, Mr. Santangelo, from New York, who is available now for 
questioning on his statement. 

The Chair also wishes to announce that following Mr. Santangelo 
we will hear Mr. Stratton. We will continue with the Members of 
Congress until 11 o’clock, at which time we will suspend if they are 
still on the stand and hear Admiral Rickover, who is scheduled to be 
here at 11 o’clock. 

Admiral Radford is due here, if possible, at that time. He is at- 
tending a Security Council meeting with the President at the White 
House at this moment. I assured him yesterday, in talking with him, 
that he should continue his meeting there and come here as quickly 
as he could. In the event he is a to get here before our compul- 
sory adjournment, he will be the first witness, and only witness, 
tomorrow morning at 10 o’clock. We will hear from Admiral Rad- 
ford tomorrow if he does not arrive today. But we will definitely 
hear from Admiral Rickover at 11 o’clock. 

Mr. Santangelo, you completed your statement 

Mr. SANTANGELO, Yes, sir. 

Mr. Hésert. Under our procedure Mr. Courtney, our counsel, ques- 
tions and then the members of the committee ask you questions. 

Mr. Courtney. 

Mr. Courrney. Mr. Santangelo, if I may refer to page 2 of your 
statement, the next-to-the-last paragraph, you make this statement : 


It is said by others that such military— 
first, you state: 


It is said that the Pentagon influence cannot be proven because procurement 
officers will not speak for fear of destroying their future advancement. It is 
said by others that such military influence is minimal. 


Now, of course, the committee must deal in specifics. Whom do you 
say has indicated that Pentagon influence cannot be proven or that it 


exists ? 
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Mr. SAntTanGceLlo. Well, I spoke to several colonels, whose names I 
wouldn’t care to divulge, and they asked me—they didn’t want to be 
involved. 

Mr. Courtney. In what service ? 

Mr. Sanrancevo. A colonel. He is in the negotiations field. 

Mr. Courtney. Was this Army or Air Force, Mr. Santangelo? 

Mr. Santancexo. Frankly, I have never specifically asked, but I 
believe he is with the Army. 

I was trying to find out from him whether I could get some pro. 
curement officers—negotiators to testify, and also—what was his ex- 
perience in the field. His reaction was that even though they wished 
to tell the story, that if they did they would be persona non grata and 
that any future advancement in the service would be destroyed because 
their testimony would not be forgotten. That is a basis upon which] 
made my statement. 

Mr. Courtney. Now, then, did you talk to others who said that this 
influence, as you say, was minimal? “It is said by others that such 
military influence is minimal.” ‘The subcommittee would be inter- 
ested in specifics. 

Mr. Sanrancero. Yes. I received a letter or two from members of 
the services, which I can submit to you—because they mentioned their 
names and they didn’t ask me to withhold their names, so I could sub- 


mit their letters to you. And in reading over the testimony of | 


Admiral Radford, on the television program, it spelled out an infer- 
ence that if there was influence it was minimal. 

That is the inference I drew from the testimony of Admiral Rad- 
ford on the “Face the Nation,” on the CBS Television Network. 

As a matter of fact, you gentlemen have requested Admiral Rad- 
ford to appear, so you can ask him that question. 

Mr. Courtney. Yes, that will be undertaken, Mr. Santangelo. 

Well, now, what are we to understand in these circumstances to be 
your conclusion as to whether this influence is present and forceful, 
orminimal? What is your conclusion ¢ 

Mr. Santance. I think it is extensive. It is a feeling I have, and 
I base it, (1) on the extent of the excessive profits in renegotiation. 

Mr. Courtney. Do you have anything which indicates the presence 
or influence or activities of any retired officer personnel which led 
to the profits which were subsequently recouped in renegotiation! 

Mr. SantanceE o. I stated, sir, in my original remarks, that I had 
no definite information as to a specific case of influence. 

I made that crystal clear. I was not accusing any officer or admiral 
or any other member of the service with a specific case, because I 
didn’t know of any specific instance. But I did feel from the overall 
situation—and, of course, as a lawyer I know sometimes we can't 
prove a case. That is the reason I requested an investigation be 
undertaken. Actually I didn’t request it. I introduced an amend- 
ment which carried out my thought, that would bar defense con- 
tractors, and as a result I think the committee indicated it would 
pursue the subject. 


Now, I would also state—I read the Government operations — | 
hey | 


of 1956 on jet aircraft. I am not criticizing the committee. 


were at close hand. While they indicated that they couldn’t charge | 


any particular people with wrongdoing, they recommended that the 
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situation of retired military men being engaged by defense contractors 
be looked into and certain action taken by the Dobos Department. 
That was in 1956. 

Mr. Courtney. Again, without specifics ? 

Mr. SantTance.o. Well, I would have come to a different conclu- 
sion with respect to one particular case that they seemed to have white- 
washed or given approval. I would have drawn a different con- 
clusion based on the facts as I read them in the record. However, they 
had their own opinion. I don’t particularly care to specify a par- 
ticular officer and isolate him from everyone else. 

The record is available to your committee with respect to those 
hearings, and you can pick out the name yourselves. It is not my 
desire to smear anybody, without definite proof. My whole being has 
been to protect people from unjust criticism and unjust smears. 

Mr. Courtney. Well, now, in the circumstances, and on the informa- 
tion which on have given the subcommittee, would you think it would 
be proper for the Congress to undertake action in either direction on 
the suspicions which you have indicated in your statement ? 

Mr. Santance.o. No. I would try to pursue it and see if I could 

rove it. 
f I would suggest getting the files of all the procurement officers— 
the negotiators—and ask them in executive session what their training 
was, with an assurance to them that their testimony wouldn’t be dis- 
closed to their superiors, and we could see if we could get the truth. 

Mr. Courtney. Well, is it your opinion that the things of which you 
spoke, and which you fear, relates to the procurement process ? 

Mr. SANTANGELO. I think definitely—in the procurement of military 
equipment, aircraft, and in the personalities of high-ranking officers 
upon their former subordinate. I also have been advised by some 
people that the defense contractor is badgered and annoyed by some 
of the fellows working with the services who are trying to get jobs from 
them. They seem to wish these men would get off their backs, and 
they don’t want to be annoyed so much. That reverses the situation, 
where the people in the services are badgering the defense contractors 
for employment. 

Mr. Courtney. Yes. Now, do you have any instances in mind ? 

Mr. SanTAnceELo. I do not. 

Mr. Courtney. Would you mind telling the committee the source 
of the information upon which your conclusion has been expressed ? 

Mr. Santrancexo. I would hate to use the expression “decline.” I 
would like to protect the source because it was on the basis that it 
would be kept confidential that I obtained it. 

Mr. Courtney. Shall we put it this way: Was it one or more per- 
sons ? 

Mr. Santanoewo. I think I heard in two instances. 

Mr. Courtney. And what would you say was the rank of the per- 
son? Was it of general officer grade or above, or was it someone in the 
lower echelon ? 

Mr. Santanaevo. I think it was general officer. 

Mr. Courtney. And—— 

Mr. Sanrance.o. There was one general officer and one outside of 
the service. 
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_ vo Courtney. Were those officers on active duty at the present 
time 

Mr. SantanGexo. I believe the general officer was. 

Mr. Courtney. On active duty? 

Mr. Santancoexo. That is right. 

Mr. Courtney. Was his assignment in the service in connection with 
the procurement activity of the service ? 

r. SanTANGELO. No, he was not. He wasn’t connected with pro- 
curement. 

Mr. Courtney. He was in some other branch of the service. Was 
he in acombat branch ? 

Mr. SanranceLo. No—not presently. He may have been at some 
time. I didn’t go into his previous experience and history. 

Mr. Courtney. Now, with reference to your assertion that there is 
an extensive hiring of retired military personnel, are you directing 
your attention or your conclusions in the statement to the defense in- 
dustries who have been carried on the list of the 100 largest con- 
tractors ? 

Mr. Santance.o. Yes. I requested of the Defense Department a 
list of the names of the 100 defense contractors, to go with the names of 
the officers who were employed. They also used the list which I sub- 
mitted, and also the list which Senator Douglas submitted, and in- 
serted in the Congressional Record. 

Mr. Courtney. Well, that is the list upon which your statement is 
founded ? 

Mr. Santanceo. That is correct. 

Mr. Courtney. Now, I notice you state over here on page 4, Mr. 
Santangelo, after having cited the statutes—and we are all familiar 
with them—that “the enforcement of statutes or regulations leaves 
much to be desired.” Now, what specifically do you int in mind. 

Mr. Santance.o. Well, there has been in my opinion a lack of en- 
forcement—part from the one particular case, which was set forth by 
Mr. Steele in the newspaper. 

Mr. Courtney. That is what has been called the Anthony case. 
This was a decision by the Comptroller General in January of this 

ear. 
P Mr. Santance.o. That is correct. 

Mr. Courtney. And that is the one you have in mind ? 

Mr. Santancero. Yes. And, of course, I wasn’t aware until yes- 
terday when Senator Javits pointed out, I think, three or five other in- 
stances where prosecutions took place. I think there has been a lack 
of enforcement of the statute. No cases came to my attention. Per- 
haps one inference would be that there was no violation, or the second 
would be that there was no enforcement of it. 

Mr. Courtney. You are drawing an inference from the lack of pros- 
ecutions, successful prosecutions and convictions, that the situation 
is not as good as it should be? 

In other words, you think human nature is more corrupt than the 
statistics prove; is that it? 

Mr. Santance.o. Having been a prosecutor, I know certain statutes 
are not paid attention to until some public attention is brought to 
the situation. 











it 


Rm 


es 


n- 


nis 


eS- 
in- 
ick 
er- 
nd 


Os- 


the 
ites 


| 
| 


RETIRED PERSONNEL IN DEFENSE INDUSTRY 81 


Mr. Courtney. Well, of course, in this case—we are referring to 
the Anthony case—we must keep in mind we are not dealing in this 
instance with the penal statute. 

Mr. Santanceto. Well, I have not recommended penal sanctions. 
As a matter of fact, I think that this is not a question of penal sanc- 
tions. There may not be any criminal activity on the part of the 
retired officers. 

I say it is a situation, a relationship or rapport, between the former 
retired officers and those in the service, which may not amount to any 
criminal activity. I have not recommended in my bill any criminal 
sanctions, as do the other people. I think criminal sanctions are not 
necessary. You have your statutes in the book. If there is a crook, 
he can be prosecuted. But I think this goes beyond this situation. 

Mr. Courtney. Then, you are addressing yourself to the statutes 
or the regulations which deal with the suspension of pay, for example? 

Mr. SANTANGELO. Well, that is not a criminal sanction. 

Mr. Courtney. No. 

Mr. SAntTAnGeELO. This is a civil penalty. 

Mr. Courtney. That is right. And the Anthony case was one such 
under a Navy statute. 

Mr. Santancevo. That is correct. 

Mr. Courtney. Now, you state in the concluding sentence of this 
paragraph, that— 

Anonymous people have written to me that military people have obtained con- 
cessions for certain companies in the PX’s. 

Mr. Santancevo. Yes. 

Mr. Courtney. Can you be specific? 

Mr. Sanranceto. I received as a result of some of the publicity a 
couple of letters by people in which they specifically pointed out the 
situations in the several PX’s—the several places like Fort Myer and 
Fort Lee and Fort McNair. 

Mr, Courtney. Yes, you say Fort Myer and Fort McNair in your 
statement. 

Mr. Santancevo. And the letter was unsigned. 

Now, I didn’t want to state which company. I thought it was an 
unevaluated statement. 

I wouldn’t want to draw any conclusion. I communicated with 
these locations and asked them to submit to me the list of watches 
which were being sold, so that I could draw my own conclusions. 

Mr. Courtney. Now, have you received your answers ? 

Mr. Santancevo. Yes; I received an answer from Fort Myer only 
thismorning. And I could submit that for the record. 

Mr, Courtney. Very well. Why don’t 

Mr. Héserr. Read it out. 

Mr, Courtney. Would you like to read it in the record, please ? 

Mr. Santanaevo. It is dated July 7. 

Drar Mr. SANTANGELO: As per phone conversation with your office this after- 
noon, attached is the information regarding watches sold in our post exchange 
which you requested in your telegram. 

This is from the Office of the Commanding Officer, Fort Myer, Arling- 
ton, Va. It is signed “K. L. Davis, Colonel, Artillery, Commanding.” 
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Information reads as follows: 


(1) With reference to your inquiry of this date concerning watches presently 
stocked and sold by the exchange, the following information is furnished : 

(a) Benrus, ladies’ and men’s, retail from $20 to $50. 

(6) Bulova, ladies’ and men’s, retail from $20 to $50. 

(c) Timex, ladies’ and men’s, retail from $6.50, $9.50, $11 to $12.50. 

(d) Timex, children’s, retail $5 and $5.25. 

(e) Watches on order from West Coast Swiss Watch Co., men’s and women’s, 
retail, $6.75. 

JOSEPH SPELLMAN, 
General Manager, Acting Exchange Oficer, 

Mr. Courtney. Now, was that letter responsive to your inquiry? 

Mr. SANTANGELO. Yes, it was. 

The question I posed to them was—not specifying any particular 
company. I asked them the question “Give me the list of types of 
watches that you are selling at the exchange”—the list price, and 
whether it is for men or women. I wasn’t seeking to prove a par- 
ticular point. I was seeking the information, and I elicited this 
information. 

Mr. Courtney. Now, having gotten that information, what is your 
conclusion as to whether anyone has obtained special concessions for 
certain companies in the PX’s? 

Mr. SanranGeLo. Well, I wouldn’t draw a valid conclusion except 
to say that these watches are being sold at the exchange. There are 
other types—kinds of watches which are less costly. Some are more 
costly. ‘They are not being sold there. I don’t know the practice. 

Mr. Courtney. Well, are you satisfied or dissatisfied as to whether 
or not there is anyone having a concession, if you please, an exclusive 
concession ? 

Mr. SantTANGELO. There is not an exclusive concession. But there 
is a concession to the people of these three companies. 

Mr. Courtney. Well, of course the PX is a self-supporting institu- 
tion, as you know. Would the fact of the inability to market certain 
brands have anything to do with their being stocked? Wouldn’t that 
be a matter of merchandising ? 

Mr. SanTANGELo. Well, that is a fact to be determined. 

I personally think I use a Longine. I know other people like some 
Swiss watches. Some people like more valuable watches. 

Mr. Hésert. May I interrupt there, Mr. Santangelo? For the rec- 
ord the prices of watches in the Post Exchange has been a subject 
for this committee for many years, not only watches but everything, 
and a price agreement was reached with this committee as to the 
maximum and minimum price of a watch, that is the amount of money 
that can be charged for a watch. 

You mentioned Longine, which is a very expensive watch. I just 
wanted to point that up. Probably you weren’t aware of that. 

Mr. Sanrance.o. I wasn’t aware of that, but it is a good point to 
know. 

Mr. Price. Mr. Chairman, I think you ought to clarify the fact 
that we don’t set the price of the watch. 

Mr. Courtney. We set the maximum price. 

Mr. Price. The maximum price. The cost range of watches. 


Mr. Courtney. Yes. 
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Mr. Héserr. I think it would be proper at this time, in order that 
we have the record absolutely clear on it—Mr. Smart, the chief counsel 
of the full committee, is present. And Mr. Smart was the counsel 
who conducted the inquiry into the post exchanges. I think at this 
time that it is appropriate, for the record, Mr. Smart, that you give 
us the general résumé of it so we will know exactly what we are talking 
about. 

Mr. Smart. Well, with specific reference to watches, in 1949, just 
10 years ago now, the agreement was reached between this committee 
a the armed services on many items, practically all items to be 
stocked in the exchanges. 

With reference to watches, there was a cost limitation of $35 placed 
upon the general category of watches. That means that the exchange 
could not pay more than $35 for any watch which it stocked for resale 
in the exchanges. 

There is a slight escalator clause tied to that which takes into account 
the cost of living, rise or fall, and the index. But substantially it 
remains the cost of $35 on all watches, without regard to brand. 

Mr. Héserr. Thank you, Mr. Smart. 

Mr. Courrney. Since you understand now, Mr. Santangelo, that 
there is an agreement as to the extent of merchandising permissible 
inan exchange—let me go back to my question. 

Since the PX’s must be self-supporting—they are not supported 
with appropriated funds—would you say that an exchange operator 
ought to stock merchandise which he felt was unsalable, merely to 
increase the number of watches he carried in his case ? 

Mr. SantrancGeo. I think the sales problem has two aspects. You 
try to get the cheapest watch and get that which sells the best. Now, 
I don’t know what the demand for any watch was before they decided 
to take these watches into the post exchange. I couldn’t answer your 


‘ question. I think it is a question that has to be answered by the post 


exchange. I know that there are cheaper watches than these. I have 
asked some jewelry people, before I explored this. 

Mr. Courtney. Well, what is your conclusion now, finally, on the 
basis of the information which you gathered, as to whether or not 
anyone is being favored in the purchasing of watches for PX resale? 

Mr. Santancevo. All I can state is the fact that there are three 
types of watches which are being sold to the exclusion of others. 

Mr. Courtney. Well, do you have any conclusions as to whether 
ornot there is improper influence or any coercion of any kind leading 
tothe facts which you have found, and which you accept as correct ? 

Mr. Sanrancevo. I wouldn’t make that statement, except the state- 
ment that there are three watches which are being sold in preference 
to any other watches. 

Mr. Courtney. Now, Mr. Santangelo, you have indicated you would 
supply to the committee the several documents to which you have re- 
ferred which were the basis of some of the other statements which you 
have in your prepared statement. 

Mr. SantaNncero. Specifically, I referred to the report from the 
general manager of the post exchange. 
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Mr. Courrney. I think you had some letters which you said referred 
to military influence as minimal. 

Mr. Santanceo. No, I didn’t say that. 

Mr. Heépsert. Before we leave the watch incident—— 

Mr. SantTancevo. Oh, yes, that I will submit to you; yes. 


(The letters referred to follow :) 
Monpay, AvuGustT 3, 1959, 
Hon. ALFRED E. SANTANGELO, 
Member of Congress, House Office Building, 
Washington, D.C. 

My Dear CoLteaGvEe: Thank you for your letter of July 27, 1959, enclosing an 
exchange of correspondence between the commanding officers at Forts McNair 
and Meyer and the Walter Reed Medical Center concerning the sale of watches 
to which you made reference in your testimony before the subcommittee. 

I shall have your observations included in the record of this proceeding at an 
appropriate place. 

Your cooperation with the subcommittee in making this information available, 
together with your conclusions thereon, is appreciated. 

Sincerely yours, 
F. Epw. Hésert, Chairman. 


CONGRESS OF THE UNITED STATES, 
HovuseE OF REPRESENTATIVES, 
Washington, D.C., July 27, 1959. 
Hon. F. Epwarp HE&BERT, 
Chairman, Special Investigations Subcommittee of Armed Services Committee, 
Washington, D.C. 

Deak Mr. CHAIRMAN: I am forwarding herewith the letter which I received 
from Col. George C. Duehring, commanding officer, Fort Lesley J. McNair, regard- 
ing the types of watches which are being sold at the post exchange there, 
together with the list of watches being sold at the Walter Reed Medical Center, 

You will note by comparing these lists with the list of watches sold at Fort 
Myer, which I also enclose, that there is a greater range and lower prices in 
watches at Fort McNair than at Fort Myer. In my testimony, I pointed out 
that I had received an anonymous letter indicating that there was military 
influence in the procurement of watches at Fort Myer. That post exchange 
sells only 4 types, whereas Fort McNair sells 10, whose prices are within the 


acceptable price range and in some instances, are lower than those at Myer, 


Walter Reed Medical Center sells 11. 

As you recall, counsel asked me if, on the basis of the information I had received 
from Fort Myer, I still believed there was influence in the procurement of 
watches. I replied that on the basis of the testimony before me, all I could 
state was that it appears that these companies had concessions, but I could 
make no statement as to influence. Committee members then sought to point 
out that the “fair trade” laws perhaps prohibited the extensive sale of various 
types of watches. It would seem to me that the practice at Fort McNair and 
Walter Reed, where 10 and 11 types of watches are sold, would contradict the 
attempted assertion of a possible prohibition. 


I would appreciate your incorporating the foregoing statement and enclosed B 


letters as part of the record, if it is not too late. 
Sincerely, 
ALFRED E. SANTANGELO, 
Member of Congress. 


OFFICE OF THE COMMANDING OFFICER, 
Fort LesLtey J. McNarr, 
Washington, D.C., July 8, 1959. 
Hon. ALFRED E. SANTANGELO, 
House of Representatives, Washington, D.C. 


Dear Mr. SANTANGELO: Receipt is acknowledged of your telegram of July 6, 








Men 


concerning the types of watches which are being sold in the post exchange. | 
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The following type watches with selling price indicated are sold in the post 
ed | exchange. 





















































Belforte : 
Women’s $13.75. 
Men’s ---- $9.50 and $13.75. 
fydepark : Women’s $16.75. 
Pndura: Men’s $6.50 and $9.50. 
Harvester : 
), Men’s $8 and $9.50. 
Women’s $16.50. 
Nanco: Men’s. $13.25 
Timex : Men’s. $7.25 and $12.50. 
t Hamilton : 
air | Men's $49.25. 
hes Women’s $37 and $50.75. 
Bulova : 
ve Men’s __ $20.50, $28.75, $32.50, $40.50, and $24. 
Women’s $21.50, $26, $27, $24.50, $29.50, and $28.75. 
Zodiac : 
ble Men’s_--_--- ___ $28.75, $49.25, $50.75, $52.50, and $54. 
 f CREE EER EP Eey ees OE RIES Bees EO $34.75 and $52.50. 
n Benrus : 
Men’s ee .. $23.75, 27, $27.75, $30.50, and $33.50. 
SS SES ener $23, $27, $32.50, and $33.50. 
Sincerely yours, 
Grorce C. DUEHRING, 
9. | Colonel, Artillery, Commanding. 
ttee, 


Watrer REED MEDICAL CENTER, 
Washington, D.C., July 16, 1959. 
ived gon. ALFRED E. SANTANGELO, 


wee House of Representatives. 
aa Deak Mr. SANTANGELO: The information requested in your telegram of July 
Fort 18, 1959, concerning the brands and prices of watches now on sale in our post 
1g jn Change is listed below : 











| out Brand of watch Sell price (including Federal ercise tax) 
ita : 
ee ae ee ome wes SRE $26.18 to $49.23. 
1 the ie cnptehiocthasithdlaicehdierathepevaiiniduiathithabel Deitintehibibbbeaiamle $27.78 to $40.70. 
Myer, Hamilton : 
| Ladies’_____ UPR COTE ae ES ECTCY/ Meeebrases cb eels Fie erate $29.70 to $49.23. 
eived NS ibis Sd de dbl Séeih dd ees edt dows oS Fey 5 ee eee $32.45 to $54.18. 
nt of Wittnauer: 
| RE ahaa eta Wate Ee aR AAR IE: eRe te el $29.70 to $44.55. 
could FRU a A oa $28.60 to $39.33. 
point Iodiac : 
rious OD ie dis casein st sheghiplataind shined dt hip crtnsphensesiabinin $31.63 to $63.53. 
SE I Es cots cvn tptenesiceserenieneh anise coenen cnanennestsiinainribiinas tegaireitianenaiel ition $32.45 to $59.40. 
t the  Benrus : 
EEE ER ee LES Le SELES AE pe aed Ly ROSS A Reo $28.60 to $63.53. 
ee eS $30.53 to $47.58. 
| Bulova : 
I a ate hie eee BOE eM oe $23.65 to $47.58. 
Ney al a eee PS Th LONER I Meek paler atthe a EE Ped Py. $28.60 to $54.18. 
Fn a AREER EP LENG # ERD URE SOE SEP OE ER = aP 8 BEE $5.50 to $13.75. 
Mero, (O080PO00 oi tO elle el ed $11.28 to $13.48. 
i aad snl ceomnstilalaaial tinabheotoaatitaniotik $11.28 to $17.33. 
SS EECEEEEEDRIGN CAEN SC TEEEMMTT TRUE Oran 2 Ip aee Yet et $13.48 to $29.70. 
en RID: GUI i le le 2k $23.65. 
959. Sincerely yours, 


C. F. St. Joun, 
Brigadier General, Medical Corps, Commanding. 
fuly 6, 
hange. | 


| 
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Mr. Hézert. Before we leave the watch incident, I have just been 


informed by Mr. Smart also that certain watch manufacturers haye | 


what is known as a fair-trade price on their watches and have refused 
to sell post exchanges on that basis. : 

Mr. Santance.o. I would like to know whether those watches sel] 
at a cheaper rate than do these watches. I don’t know. 

Mr. Hésert. The proposition is this: You are familiar with the 
fair-trade laws ? 

Mr. Santancevo. Yes. They fix their price. 

Mr. Hésert. They fix their price. And the post exchange cannot 
sell them at that fair-trade price. 

Mr. SAnTANGELO. You mean it is higher than these prices at which 
they are being sold now ? 

Mr. Hésert. Well, they could be higher or lower. 

Mr. Santance.o. Well, if they were sold 

Mr. Héperr. The fact remains that because of the fair-trade prac- 
tice, or the fair-trade insistence of the individual company, that par- 
ticular or individual company refuses to submit their watches to the 
post exchange, which, as you know, is sold under the going rate or the 
market value. Threfore, a post exchange cannot handle a fair-trade 
item. 

Mr. Harpy. Mr. Chairman, may I comment on that ? 





I think the fair-trade laws have been invalidated in Virginia, so it | 


wouldn’t apply to Fort Myer. 

Mr. Hézert. No. It may be invalidated in the State itself, but still 
the manufacturer or the company has a right not to sell. 

Mr. Harpy. Then they wouldn’t sell in Virginia, I don’t think. 

Mr. Hésert. They would not be sold at the post exchange, then. 

Mr. Harpy. They wouldn’t sell to anybody if they insist on the fair- 
trade price, I believe, under a Virginia Supreme Court ruling. I think 
that is correct. 


Mr. Hésert. No. Perhaps it would be proper in a commercial / 


lace. But in a military establishment I don’t think it would apply, 
ause the military establishment would not agree to what the com- 
pany insists on. And in States which do not have a fair-trade law 
the goods are obtained in circuitous means and not directly from the 
manufacturer. They are obtained from other people and then sold 
under the fair-trade listing. 

All right; I just wanted to clear that particular point up. 

All right, Mr. Courtney. 

Mr. Courrney. I have just one further question, Mr. Santangelo. 
At the top of page 3——— 

Mr. Santance.o. Before you go into that, I would like to refer to 
a letter which I received, dated June 29, 1959, from L. R. Heron, com- 
mander, U.S. Naval Reserve, retired. And I read from one of the par- 
agraphs. And I can submit this letter for the committee. It reads as 
follows: 

My activity in industry is limited strictly to the area of engineering. That 
of the bulk of my colleagues is similarly limited to engineering, technical admin- 
istration, training, or the like. We all know that there are some of all ranks 
who are legally and morally guilty of violating the prohibitions of influence 
peddling. I am sure you are aware, sir, that this group represents a small 
minority, and I believe it to be vastly unfair to infer otherwise. 
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I submit this complete letter, which is in opposition to my position, 


| which indicates that he thinks it is a small minority. 


Mr. Courrney. Well, on that same point, then, I come your state- 
ment, your prepared statement. At the top of page 3, Mr. Santangelo. 

You state— 

Whatever is the fact, I sense there is an adorous aura created by the extensive 
hiring of retired military personnel. This practice of hiring retired officials 
smells to the high heavens and races with missiles and aircraft to outer space. 

There is an omission there of some kind. 

What specifically do you have in mind to say to the committee as 
the reasons for the conclusion which you expressed ¢ 

Whom do you have in mind ? 

Mr. Sanrance.o. The extent of the hiring of retired officers. 

Mr. Courtney. Can you name any that you specifically have in 
mind ¢ 

Mr. Santrancevo. As to any particular retired officers ? 

Mr. Courtney. Yes, sir. 

Mr. Santanceto. Well, you are asking me to specify, which I 
wouldn’t like to do. 

I would say that the situation as exposed in the 1956 report, where 
an officer was engaged by McDonnell Aircraft, and some of the re- 
cent hirings of retired officers, one by Avco—I think a couple by 
Avco—give me the feeling—create this aura. And this is a feeling, 
I think, even among the Members of the Congress, that even though 
wecan’t prove it, it is there. 

Mr. Courtney. Well, we are on the subject of proof this morning, 
Mr. Santangelo. And could you tell the committee for the record 
whom specifically and what specifically in the way of persons caused 
you to express the conclusion that there had been extensive hiring of 
retired military personnel ¢ 

Mr. SanTaNnceE.o. Well, I know there are 721 which were put into 
the record, and I think the chairman of the committee indicated that 
there are about 3,000 people going to be called. I don’t know whether 
they were all military personnel, or whether it included Reserve offi- 
cers or civilian personnel attached to the procurement. But it seems 
tome it goes above 700. And this is extensive hiring. 

Mr. Courtney. And, of course, you were making that statement 
without reference to the employment, the nature of the employment of 
retired personnel; were you? Do you think it proper—and this is the 
question—for an engineering officer to engage in engineering work 
once he has been retired from the service ? 

Mr. Santanceto. I think that an engineering officer, if he is needed 
by the defense contractor, should have a right to go to work. How- 
ever, I think there should be safeguards. I think that people, if they 
are needed by the defense contractor—and that is the suggestion I 
made yesterday, that a commission be appointed, not by the military, 
but make it a nonmilitary group, under the supervision of the House 
and Senate, which could pass upon applications by the defense con- 
tractor to hire people who have technical knowledge which is service- 
able to the defense contractor. 

Mr. Courtney. Well, then, am I to understand, for the record, 

\ this, Mr. Santangelo, that the phrase “extensive hiring” to which you 
| had reference, referred to the 721 who have been listed here in the 
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a record as being employed by the 100 largest contractors in the 
nited States, without rd to whether or not—rather, not without 
regard to—without regard to the nature of their employment, and the 
duties which they perform in this new employment ? 

Mr. Santanceo. There are at least 721. I know I found maybe a 
dozen others. I believe there are more. 


Now some of those are chairmen of the board of directors. Others | 


are of high positions on the board of directors, or presidents of organi. | 


zations. And others may have some technical job in a department 
where they are doing some technical work, and they may not reach the 
issue of procurement. 

Mr. Courtney. Well, then, does your quarrel or your objection 
center around the procurement personnel as distinguished from those 
who are engaged in other technical activities ? 

Mr. SantTance.o. No. I think that a person doesn’t have to be in 
procurement to exercise influence. I think a person who may be very 
friendly with the procurement officer, or with the negotiators—the 
people who let the contracts—can obtain for their companies a certain 
amount of help. 

I think it is more grave when we have a procurement officer who 
is working for the Government that goes over to the other side, 
Whether he goes in a procurement capacity, or another capacity, he 
is on the inside, and he knows what goes on, and he has an oppor- 
erry 4 to use his friendship or his former position or his relationship 
with his former colleagues. 

Mr. Courtney. Now have you any suggestions as to how such a 
problem, if it exists, could be met by legislation, regulation, or any 
other means of supervision ? 

Mr. Santanceo. Yes. I would take a general proposition, that we 
would bar retired military officers from employment with the defense 
contractors and have an escape clause whereby this committee could 
pass upon an application for employment with defense contractors. If 
this committee feels that these people are not of the type which could 
Jend any influence, they should authorize employment. 


out the words “retired military.” You say “the practice of hiring 
retired officials.” You are speaking now of a different category of-— 

Mr. Santance.o. No, I am not. My reference to officials—I was 
talking—well, officials is broader. I think it is broader than the word 
“retired.” That contemplates persons like the Secretary of the Army, 
Mr. Pace. 

Mr. Courrney. You mean former policymaking officials? 

Mr. Santance.o. That is correct. I think a great danger lies in 
those men who are in policymaking positions going with defense con- 
tractors and getting the benefit of their former prestige. 

Mr. Courtney. And how you would seek to prevent this situation 
from occurring? 

Mr. Santancewo. If they were not affiliated with a defense con- 
oer before they came into the service, I would bar them for a period 
of time. 

Mr. Courtney. Let us suppose a Government official is drawn from 
a particular company, where he occupies a responsible position, serves | 
a tour in the Government, and probably with the change of adminis , 


Mr. Courtney. Now in the next sentence, Mr. Santangelo, you leave | 
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tration would be relieved of office; would you have some objection to 
him returning to his former firm ? 

Mr. SantanceLo. My sense of equity would come into play, and 
I think the committee’s sense of equity would come into play. I would 
under those circumstances, because he made a sacrifice to come to the 
Government, permit him to go back to his former Nog woh but I 
would put a maximum on amount of contracts that his former com- 
pany could get. At least limit it to the extent that his company re- 
ceived before. At least you know he got that many contracts before he 
had any influence. 

Mr. Courtney. Now what would be the situation if his former 
firm were merged or out of business? What plans would you have in 
those circumstances ? 

Mr. SantancELo. Then the equity doesn’t obtain. Then the situa- 
tion of giving up a position with a company is no longer existing. He 
is just like anybody else going out and getting new employment. 

Mr. CourTNEY. Well, supposing he has a limited talent and capacity 
which is technically useful only to a certain kind of industry. What 
would you say he must do after having served a period of time in the 
Government for 1, 2, or 3 years? 

Mr. Santance.o. I would still bar him, because first the premise 
upon which you stated it, that he has a limited capacity to earn a liv- 
ing, doesn’t apply because if he is big enough to come into a policy- 
making position with the Government he certainly is not a poor man, 
for one thing. He may be an awfully wealthy man, and had to dis- 
gorge some of his own stock to obtain employment with the Govern- 
ment. And it wouldn’t be too much of a hardship to bar him for a 
period of years in order to eliminate this possible influence. 

Mr. Courtney. Well, under those circumstances doesn’t that pretty 
much limit Government officials to a class of people who are solvent 
going in and will remain solvent going out ? 

Mr. SantanceLo. These gentlemen, as I see it, who join the Gov- 
ernment don’t come in for primarily or ostensibly for profit. They 
are trying to render a service to the country which calls them. And 
frequently their financial position is such that they don’t need even 
the salary. 

Mr. Courtney. Well, would you limit the employment of Govern- 
ment officials in the policymaking branches to those who are, shall 
we say, in the luxury class? 

Mr. Santanceo. Definitely not. I think everyone has a right, if 
he has the ability, whether he is rich or poor, to obtain a position with 
the Government if he can render the service, and if the President or 
ge thinks he has that ability. 

r. Courtney. I will ask you the question: What does a poor and 
honest man who has served his Government do after he departs 
the Federal service, perhaps involuntarily ? 

Mr. Santance.o. That is a situation I would leave to the com- 
mittee, which would look into the fact whether he was a poor and 
honest man. And if the equities were there, then I would say they 
eliminate the prohibition and permit him to go back to employment, 
if his condition was such. 
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But I would make it as a general rule that he would be barred for ,  yy,_ 
a period of time unless the equities were such that he should go back | Mr. 
to employment. the ap 

Mr. Courtney. Well, do you think this Government could operate 
successfully or ought to be expected to operate on a personal basis, Mr. 
where each citizen who might be employed would have a different sant. 
rule applied to him from his brothers throughout the street? | “yy, 
Wouldn’t that invite more influence and more coercion for jp. sreck 
een, against the present system which purportedly is across the a lati 
board ¢ | : 

Mr. Sanrancero. My general premise is that we bar all of them, | — 
and, if there are equities in the case of any person which should make | Mr 
an exception out of him, I think a nonmilitary group should pass upon | Mr. 
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it and permit it. | Mr. 
Mr. Courtney. I have no further questions, Mr. Chairman. | Mr. 
Mr. Hésert. Thank you. wit 7a 
Mr. Hess? Mr. 
Mr. Hess. I have no questions. Mr.) 
Mr. Hésert. Mr. Winstead ? Mr. 
Mr. Wrinsreap. No questions. WV ia 
Mr. Héperr. Mr. Gavin? om | 
Mr. Gavin. I haven’t any questions. | point, 
Mr. Héserr. I just want to clear up one thing, Mr. Santangelo. | eee 


4 
I understood you to say that in conversation with me I said I was a 


going to call some 3,000 people. 

~ (Chorus of “Poll.”) ite becaus 
Mr. SantanGeo. I did say that. I think you and I on a television plete a 

broadcast. —- 
Mr. Héserr. I said there were probably 3,000 involved. I didn’t Tha 

say were going to call them. If you didn’t say that, it is all right. a limit 





Mr. Santancevo. I thought you said you were going to call them, | plete e: 
because I said, “When do you think you are going to finish with 3,000 | ond 


people?” You said, “We are going to get some legislation by the next 
session.” Congr 
Mr. Price. Mr. Chairman, I think he meant poll. Mr. | 
Mr. Héserr. Poll. I didn’t hear him. My hearing is bad this 
morning. But I didn’t want the record to reflect that. 
Mr. Santance.o. I know you did say you sent out questionnaires | 2 ] 
to over 3,000. | ‘ 
Mr. Hésert. That is correct. | 
Mr. Santaneoexo. I assume if any and all of these 3,000 people | 
had some information which you wanted, you would call the 3,000, | #80°0! 
The amendment offered by me was as follows: On page 25 of the | Mr. | 
Defense appropriation bill, after line 17, add a new section as follows: | Mr. 
General provisions. Section 301. None of the funds contained in this title | the Cor 
may be used to enter into a contract with any person, organization, company, or | ‘ 
concern which provides compensation to a retired or inactive military or naval Mr. § 
general officer who has been an active member of the military forces of the Mr. ] 
United States within 5 years of the date of enactment of this act. | Mr. 
That was the amendment I offered on the floor of the House. _ Which 
Mr. Hess. That would mean, then, that any retired officer of a | seeking 
general rank could not be hired by a defense contractor, even though | Mr. - 
he was hired as an engineer or a scientist or some position in that gen- ; 20t on 1 
eral category. | 
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for | Mr. Norsiap. Or a dentist. 
ck | Mr. SanranceLo. That would be the effect of my amendment on 
the appropriation. 
ate | Mr. Hess. Or adentist oradoctor. The money would be withheld. 
7 Mr. Santanceo. That is correct, under the terms of my amend- 
nt | ment. 
t? | Mr. Héserr. Now, I understand, Mr. Santangelo, that what in- 
M- ; sired this amendment was—as you have expressed it—these flagrant 
| violations. I don’t think you used the word “flagrant.” But anyway 
the information that you have given us this morning is what did in- 
M1, | spire that amendment—the 768 or 721 officers. 
Ke | = Mr. SANTANGELO. Well, in addition to those—— 
oh  Mr.Héserr. No. Did that inspire it? 
Mr. Santanceo. There are two other factors that inspired it. 
Mr. Héserr. That is correct. I just wanted to be very, very cor- 
rect on it. 
Mr. Hess. Mr. Chairman. 
Mr. Héserr. Mr. Hess. 
_ Mr. Hess. I would like to ask you one question, Congressman. 
| Would you mind putting in the record—or reading in the record at this 
point, the amendment that you offered on the floor of the House to the 
| appropriation bill? Doyou have it? 
Mr. SANTANGELO. Yes. 
Well, let me say this, Mr. Hess. The amendment shaped itself 
because of the type of bill we were considering. It was not as com- 
plete as a bill would be, because then it would be legislation on an ap- 





yas 


7 propriation bill, 

n't I had to meee it within the rules of the House, and therefore made 
a limitation of expenditures. So there may not have been a com- 

m, , plete expression of my thoughts. 


99 | Butas I recall the amendment 
xt | . Mr. Hess. Well, do you have the exact wording of it here, Mr. 
Congressman ? 
Mr. Santrancero. Yes, I do. 
his | Mr. Hess. For the record. 
Mr. Héperr. Mr. Santangelo, let us have the amendment read. 
res «Mr. Hess. So we can have it in the record at this point. 
| Mr. Santancero. Allright. Bear with me for a moment, please. 
Mr. Héserr. That partly inspired that amendment? 
ple | Mr. Sanwrancero. That is correct; but there were other things which 
00, | also contributed to it. 
the | Mr. Hénerr. Now, what date did you offer the amendment ? 
vs;| Mr. Sanrancero. On June 3. 
sai! Mr. Hérert. What date did Senator Douglas publish his list in 
the Congressional Record ? 
val Mr.Sanrancero. About June 17. 
the Mr. Hésert. On June 17—2 weeks later. 
Mr. Sanranceto. I had about 40 names—45 names of my own 
which T submitted before Senator Douglas offered his, and I was 
f a | seeking other names. 
igh | Mr. Héserr. Oh, it was on the basis of 40 names that you had, and 
en | not on the basis of 768 names? 
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Mr. SanrancewLo. That was the total number of names I had at the | Mr.) 
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time I offered the amendment. Mr. § 
Mr. Hésert. All right. Mr. ] 
Mr. Gavin ? defense 
Mr. Gavin. No. used # 
Mr. Price. Mr. Chairman. Mr. 5 
Mr. Hésert. Mr. Price. those v 





Mr. Price. You put your 40 names in the record prior to Senator ; me, but 
Douglas’ speech in the Senate ? | Drew ] 
Mr. Sanrancevo. Yes, I did. As a matter of fact, his list of nameg | situatio 
came about 2 weeks after my amendment, and about 10 days after] erson W 
submitted a list of 45 names and the companies with which they were in my © 
affiliated. Mr. ] 
Mr. Hésert. Mr. Norblad. left me 
Mr. Norsiap. You mentioned the question about a other than ? what y« 
retired officers—you mentioned an ex-Secretary of the Army or Navy | Mr.$ 
or Defense. You did not include them in your amendment, oul t after I 
am wondering why. Frank Pace you referred to a minute ago, spe- full con 
cifically. | Mr. ] 
Mr. Sanranceto. I had difficulty in trying to pass the rules of the | Mr. § 
House, on a point of order. I had to get past the point of order which | hadn’t | 
was raised. edge in 
That may be one of the reasons I left it out. pressur 
Mr. Norsiap. When did you introduce your bill that you referred lave 
to in your statement yesterday? Subsequent to the offering of the Mr. I 


amendment or before ? comitte 
Mr. SanTance.o. Subsequently. Mr. § 
Mr. Norsiap. That is all. don’t ca 


Mr. SantanceLo. And I would like to state this: This is not the the 
total amount of information which caused me to introduce the amend- ‘endn 
ment. ‘him tha 

In executive committee, there were statements made by some of Mr. I 
the members of the Defense Appropriation Committee which indi- | Pector 
cated to me that there were industrial pressures. And I don’t want | ung 


to disclose who made those remarks. ' the Def 
Secondly, in regarding the book by Drew Pearson and reading Mr. S 
about certain situations, I just didn’t like the whole atmosphere. Mr. F 


Now, it was after the executive committee and after the full Ap, Mr. S 
rang 9 Committee met and discussion took place on the defense . have 
ill, that I formulated my thinking with respect to the type of amend. |” ™@y 
ment I would introduce. I had to overcome the point of order, which | em} 
I anticipated, and I thought that my amendment would crystallize |"?! th 





the situation. Mr. P 
Mr. Hénerr. Is that all? Mr. 
Mr. Norsxiap. That is all. ploy 
Mr. Hésert. Mr. Hardy. te may 
Mr. Price. Mr. Chairman, before you get to Mr. Hardy. giving b 


Mr. Héserr. Mr. Price, yes. os to 
Mr. Price. You state that your interest developed during the think 
course of the hearing before the subcommittee of which you are & M —. 
member in reference—— ‘ r. BP 
Mr. Santancexo. Mr. Price, I am not a member of the Defens \"" !” t 


Subcommittee. iment, w1 
| 4411 
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he | Mr. Norsiap. On appropriations. 
Mr. SANTANGELO. I am a member of the Appropriations Committee. 
Mr. Price. You stated that it came as the result of a statement from 
defense officials or defense officers, that industrial pressure had been 
dg 
ovr. SanTANnGeELo. Mr. Price, in reading some of the reports, I had 
those which were nebulous and indicated something was wrong to 
‘or | me, but I just couldn’t justify putting in a bill at that point. I read, 
| Drew Pearson’s book, “U.S.A., Second Class Power?” and certain 
1eg situations were disclosed there. Certain statemetns by Colonel Nick- 
»I | eson were mentioned in that book. And it gave rise to the thinking 
xe inmy mind that something may be wrong. I read some reports—— 
Mr. Price. I was trying to tie it down—I thought—at least you 
eft me with the impression that your interest developed because of 
an ) what you heard in committee. 
vy | Mr. SanTaNGELO. I made my mind up to introduce the amendment 
‘Yt after I heard the discussion on the defense appropriation bill in the 
pe- full committee. 
Mr. Price. In the full committee? 
| Mr. Sanrancexo. I had been thinking about it prior thereto, but I 
ich | hadn't made up my mind until I heard some people who had knowl- 
sedge indicating that they felt that there were too many industrial 
pressures in making decisions as to which type of missile we should 
red iiave. eal ; 
the Mr. Price. But this discussion, though, was among members of the 
comittee, rather than from witneses before you. 
Mr. SantanceLo. That was from members of the committee. I 
don’t care to mention their names. It was open, before 50 members 
the ‘f the committee. As a matter of fact, before I introduced the 
nd- ‘mendment I spoke to the chairman of that subcommittee, and I told 
‘him that I thought I might introduce such an amendment. 
of Mr. Price. What would be your feeling if you heard that an in- 
ndi- Spector in the Defense Establishment, or within the services repre- 
ant | eating the Defense Establishment, suddenly left his position with 
‘the Defense Establishment to accept a position with industry ? 
ling Mr. Santanceo. It wouldn’t look good to me. 
Mr. Price. Why not? 
Ap- | Mr. Sanranceto. Well, in the first place, an inspector is supposed 
ense |! have approved certain types of maybe weapons or instruments, and 
mnd- |e may have either designedly or maybe, by a motive of trying to ob- 
hich |#in employment, approved certain things which may not have come 
llige |"Pto the best standards. Now 
Mr. Price. How do you approach this by law ? 
Mr. Sanrancexo. Well, people in the service frequently think of 
employment with a defense contractor after he retires or leaves. Now, 
‘he may try to ingratiate himself with a defense contractor, by either 
giving him bids or approving certain specifications which lend them- 
elves to a defense contractor's peculiar capacity. 
wn what his thinking is, I don’t know. But that is normal 
ing. 
i Mr. Price. Do you have a feeling, then, that perhaps the greatest 
rong (Vi! in the employment of retired personnel is advancement in retire- 
inent, where it is held out before he retires? 
44112—59——-7 
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_ Mr. Sanrancero. Yes; I think it is a strong factor. Thinking he | pimse 
is going to get employment with a company, he may favor that par- | ing i1 
ticular company, hoping that when he does retire he can get emp, oy- 8 





ment. Mr. 
Mr. Price. That is all I have, Mr. Chairman. | Mr. 
Mr. Héserr. All right. Mr. Hardy. tor we 
Mr. Harpy. Thank you, Mr. Chairman. | Mr. 
Now, Mr. Santangelo, a while ago when Mr. Courtney was ques- | Mfr. 
tioning you the discussion went along the line of specifics. And J as an j 


believe he asked whether you had any specific instances that had Mr. 
come to your attention of wrongdoing by military personnel. Ibe Mr. 
lieve you indicated that you had no specifies or you didn’t want to | enoug: 
discuss specifics. Mr. 
Mr. Sanranceto. No, Congressman Hardy. I specifically stated | down 
in my first speech that I had no specific instances of any wrongdoing, ) Mr, 
And I made that crystal clear. cover | 
Mr. Harpy. I thought that I understood that. an Op} 
Mr. Sanrancevo. I have not accused anyone particularly of any Mr. 
dishonesty or any criminal action. should 
Mr. Harpy. You did refer to a specific case that came up in the | | don’ 
report from the Government Operations Committee, headed by Mr. | Mr. 
Holifield. jor mig 
Mr. SAnTANGELO. Yes. an ins} 
Mr. Harpy. Now, Mr. Courtney asked you whether Congress should Yr. 
act. on the basis of suspicions. And I take it he was talking about  jnspect 
whether Congress should pass legislation. And you answered inthe) Mr. ] 
negative. tion wk 
Mr. Sanrancero. Should they—well, I didn’t answer in the nega- | erimins 
tive. If you feel, you gentlemen feel that there is no influence, then Mr, § 
I say that no legislation is necessary. it woul 
I tried to spell it out in one of my statements by showing the in- } officer, 
crease in volume of business, which is the only way I know how, except) Mr. F 
as to getting specific cases of people who will testify that there was| type of 
influence. involvec 
Mr. Harpy. In any event you would not attempt to take specific} award, 
action against an individual on the basis of suspicion. You have to employe 


have proof for that. ; Mr. S 
Mr. Sanrancevo. I certainly would not—if I didn’t have some! Mr, 
proof, I wouldn’t mention a person’s name. rior offic. 


Mr. Harpy. Well, now, we have had other discussion here concern-) Mr; § 
ing conditions which create,suspicion. And certainly we have found) Mr. H 
a fot of cases where the standards that apply to Caesar’s wife have|the nego 





not always applied to the military after they have retired. _____ |instanee 
But should Congress act to prohibit action which creates a situation Mr, S, 
that almost automatically creates suspicion ? your gen 


Mr. Sanrancewo. I certainly think that under these ciroumstamaa jection 
they should enact legislation. didn’t pa 
Mr. Harpy. Well, now, Mr. Price raised a question about a typ) Mr. tr 
of situation. At least that is what I took it to be. That was whe) Mr, Hy; 
reference was made to an inspector in a defense plant that T. you 
Mr. Sa: 
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he | himself employed by the contractor whose plant he had been serv- 


- | ing In. 
y- "Now, would you say that is a situation that creates suspicion 
Mr. SANTANGELO. It certainly does to me. 
Mr. Harpy. That creates suspicion in your mind. But that inspec- 
tor wouldn’t very likely be a genera] officer. 
Mr. SanTance.o. He may not be a general officer. 
es- | Mr. Harpy. Not very often would you find a general officer serving 
I | asan inspector in a defense plant. 
ad = Mr. Sanraneevo. That could very well be. 
be Mr. Harpy. Then the approach which you made didn’t go far 
to | enough down the line. 
Mr. Santance.o. The approach that I made did not go far enough 
ted | down the line if the inspector were not a general officer. 
ng.) Mr. Harpy. Then it would be your thought that you would have to 
cover all ranks insofar as situations which arouse suspicion or have 
a opportunity for wrongdoing is concerned ¢ 
any Mr. Sanranaero. F wenldn’t go that far. You say logically I 
should go that far, but from a practical basis the little inspector 
the || don’t think ca: carry the influence later, except on a lower level. 
Mr.| Mr. Harpy. Would .t necessarily be a matter of influence later, 
or might it possibly be a consideration for performance while he was 
an inspector ¢ 
mild =Mr. Sanrancexo. If there were a consideration while he was an 
bout inspector, then he would be guilty of the criminal statutes. 
the) Mr. Harpy. I understand. But we are talking now about a situa- 
tion which creates a suspicion rather than trying to bring into play 
ega- | criminal statutes. 
then Mr. Sanranceiw. Logically I can agree with you, Mr. Hardy, that 
it would apply to an inspector even though he were not a general 
@ in: } officer. 
cept, Mr. Harpy. Just thinking of the types of situations. That is one 
was | type of situation. What would be your view as to the proprieties 
involved when a contracting officer who has only recently made an 
ecific} award, a substantial award to a defense contractor, finds himself 
ve to} employed by that contractor ? 
| Mr. Santanaero. I say that is one of the situations which smell. 
some’ Mr. Harpy. Let us go a little further than that and say the supe- 
rior officer to a contracting officer 
cert-| Mr; Sanranceto. It is a stronger and more pungent odor. 
ound! Mr. Harpy. Even though the superior officer didn’t participate in 
have|the negotiations, you would wor: 2 that would still “ stronger 
_ {instance of impropriety ¢ 
ation «Mr. Sanrancexo. I think it creates that inference. And, of course, 
your general premise that even though he didn’t participate is a 
ancé|question I can’t answer. I don’t know whether he did participate or 
didn’t: participate. 
. type Mr. ieee: All right, Mr. Chairman. 
whet} Mr, Héserr. Thank you very much, Mr. Santangelo. We appre- 
found|ciate your attendance and testimony. 
Mr. Santanor.o. Thank you very much. 
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(The documents furnished by Mr. Santangelo are as follows :) | -_ 

0 

VENTURA, CALIF., June 29, 1959, sal 

Hon. F. EpwArp H&seErtT, ex 
House Office Building, alle 
Washington, D.C. coll 

Mr DEAR CoNnGRESSMAN: This letter is written in regard to the investigation 8 
into the employment of retired service officers in industry, about to be under. | Y 

taken by the House subcommittee of which you are the chairman. po 

} 8) 





I, along with many of my fellow retired officers, have looked with some dismay 
on the action recently undertaken by Hon. Alfred E. Santangelo, of New York, T 
in attempting to attach a rider on the defense appropriation bill, which would larg 
have precluded the awarding of contracts to any firm employing general or flag = 


officers retired within the past 5 years. Although I am not in the category . 
concerned, I nonetheless abhor this broad guilt-by-association type of approach ” 
to the problem. wt 


I am a commander, U.S. Naval Reserve, retired at the age of 37, after 20 plus s 
years of continuous active service. I should like to think, along with others like see 
me, that my position in industry is held by virtue of technical ability, that is, not eam 
who, but what, I know. My retirement from the service, although ostensibly —_ 
voluntary, was dictated by the provisions of the Naval Reserve Act which th Pe 
normally requires those with 20 years of active service to seek retirement, or run t na 
the risk of being involuntarily released to inactive duty without retired pay. ey 
The so-called hump in the rank structure from lieutenant commander through olde 


captai’: and comparable ranks in the other branches of the armed services, have If 
caused countless numbers of my regular service colleagues to apply for retire- speci! 
ment. ’ ' x Sete i » hope, 
A very, very substantial number of us are technical specialists. This repre- make 
sents a primary reason unto itself why many of us could not hope to aspire to la 


higher rank or longer service. In my own case, which is typical, I have over Congr 
15 years’ service experience in the field of electronics and guided missiles. My yp g 
record shows that I am considered to be a top specialist in my field of endeavor, | fing 0) 
but that my service activity was restricted to fleet and operating commands, 
naval air stations, and to technical training activities—not to bureau level, 
supply, or procurement agencies. 
It is obvious from my experience that upon retirement, I should seek honor- 
able and desirable employment within my area of specialization. It is also 
obvious that such employment might only be found in the area of defense con- Repres 
Already existing restrictions make it difficult to obtain civil service f a 
f (a7 


tractors. 

employment without the risk of conflict with dual compensation statutes. Simi- 

larly existing restrictions prohibit activity in the area of sales to Government P DEAE 
ound 


agencies. 
My activity in industry is limited strictly to the area of engineering. That of have be 


the bulk of my colleagues is similarly limited to engineering, technical admin- in ane 
istration, training, or the like. We all know that there are some of all ranks who] true in 
are legally and/or morally guilty of violating the prohibitions on influence ped- aaa 

most lu 


dling. I am sure you are aware, sir, that this group represents a small minority, 
and I believe it to be vastly unfair to infer otherwise. Our technical know-how, Check 
combined with practical experience seldom possessed by those without benefit of three re 
military background, makes us able to continue making a significant contribution were re 
to the defense effort. ink was 
Although it does not seem generally realized, most of us are able to find dent. 7 
quicker, and often less expensive methods of problem solution than our non Four R 
military contemporaries. In my own case, in the 10 months since my retire Bever! 
ment in 1958, I have supervised the complete technical engineering progral was anr 
which will make it possible for the first time for the Navy to achieve reliable’ prime mi 
communications in the Arctic area at a tiny fraction of the costs incurred) I With ¢ 
over the years without similar reliability. I am currently engineering manager believe 
in the field for the installation of one of the most complex instrumentation sys West coas 
tems yet undertaken in the missile range field. I work with military and civil _ could 
service engineers and supervise a large group of electronic and civil engineers! 7 the A 
My intimate knowledge of service routine and acute awareness of a rigid time sh you 


schedule is saving the taxpayers many dollars and days. Again, I believe this) *bove ~ 
ly 


illustration to be typical of the young, technically competent retiree or older, 


even more experienced administrator. 
The Honorable Mr. Santangelo and some others have inferred that many Ps 


tired officers are holding “fat” jobs in industry. 


This may be true of a very few 








RETIRED PERSONNEL IN DEFENSE INDUSTRY 97 


| 


poth deserving and undeserving, but it is most certainly not true of the majority. 
Most of us are paid comfortable, but certainly not “fat” salaries. My own 
salary is comparable to that of an active-duty commander, but without the tax 





9, exclusions afforded the active duty personnel by virtue of rental and subsistence 
allowances. I am paid a salary which is comparable to my civilian, nonmilitary 
colleagues of equivalent experience. Again, I am sure my case is typical. 

Senator Douglas appears to abhor the number of retired personnel employed 
ition py the major defense contractors. He particularly deplores the percentage of 
ider- | oyrrent defense contracts which are negotiated rather than awarded on the 

, basis of competitive bidding. 

may The honorable Senator should recognize how fortunate indeed it is that these 

‘ork, large contractors have benefit of retired officers on their payrolls. These are 

ould not only technically skilled personnel, but personnel who, active or retired, have 

’ flag their actions dictated by the very highest of ethical and moral codes. 

gory While the matter of negotiation versus bidding is yet another subject, it has 

oach been well established that with the degree of specialization prevalent in industry 
today, it is often essential to resort to this to get a job done. Awards to low 

plus pidders are not all they appear to be. The low bidder today is frequently the 
slike . jeast competent, and may frequently resort to renegotiation which may cost the 

s, Hot taxpayers far more in the long run. 

sibly As you know, this entire matter has reached the status of “sensational” in 

rhich the public press. The many unfortunate inferences and innuendoes have a 

rrun tendency to make many of us feel unclean in the public eye. Those Senators 

pay. and Congressmen who have thoughtlessly labeled us as the “influence peddling 
ough holders of fat jobs” have rendered us and the country a serious disservice. 
have If it becomes necessary to tighten up already existing restrictions, or take 

ptire- specific action against specific individuals, then this is certainly in order. I 

» hope, sir, that aside from this, both the House and Senate investigations will 
epre- make the real contributions we are making unmistakably clear to the public. 

re to I am taking the liberty of forwarding copies of this letter to you, to my own 

over (Congressman, the Honorable Charles Teague, of California, to the Honorable 
My Mr. Santangelo, and to Senator Douglas. I sincerely hope that each of you will 
avor,| find opportunity to give my comments your careful consideration. 

ands, Yours respectfully, 

level, L. R. Heron, 

Commander, U.S. Naval Reserve (Retired). 
onor- 

' = _ Representative SANTANGELO, 

aeviee ( U.S. House of Representatives, 

Simi- Washington, D.C. 

iment DEAR REPRESENTATIVE: I spent over 30 years in the Air Force and I have 
found that the greatest influence in the award of weapon systems contracts 

nat of have been by high ranking officers on active duty or those with defense industry, 

dmin-| in an executive capacity, primarily on AF retirement status. This is definitely 
gwho| true in cases where both parties above are “interlocked.” I would simply 

° ped- state the whole AF contracting business with the AF high brass is this Nation’s 

ority,, most lucrative racket. 

how, Checking locally here you will find one of the AF’s prime contractors with 

efit of three retired AF lieutenant generals on their payroll. Two of these generals 

pution Were retired on a permanently disabled status. One couldn’t wait until the 
ink was dried on his retirement orders, in 1957, to take his chair as vice presi- 

o find dent. The other is a known alcoholic and was retired from the AF after a 

> now “Four Roses” heart attack. 

retire Beverly Hills will be inheriting another retired AF lieutenant general. It 

ograll was announced he will be employed as “technical consultant” by three AF 

sliable : prime missile manufacturers. : 

ourred With over 14,000 AF officers in all grades on some form of retirement status, 

:nager: eee ae of them must be employed by the defense industry here on the 

s- West coast. 

ol I could go on and on giving you my personal views on this criminal activity 

ineers| of the AF high brass, and give you “interlocking” cases, but all I want to do is 

i time wish you and your distinguished office every success in your pursuit to run the 

ve this above high brass out of business. 

older, Sincerely, 
> Ex-NEW YORKER, 

ny ni (Who spent too much time in the Air Force trying to do an honest job). 

ry few} P.S.—I am also an admirer of Senator Margaret C. Smith. 


| 
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SHort Hits, N.J, 
Representative ALFRED FE. SANTANGELO, 
House Office Building, 
Washington, D.C. 

Dear Mr. SANTANGELO: I read where you wish to investigate the influence 
of retired career service officers upon military procurement and development, 
I suggest you also investigate the industrial lobbying now going on in Congress 
I cite one example. 

Senator Jackson, of Washington, has been in the forefront of the fight on the 
Army’s Nike-Zeus missile. By strange coincidence the rival Bomare is made 


by Boeing Aviation in his home State. A. T. & T. makes the Nike-Zeus and for | 





fear of being labeled a monopolist lobbyist A. T. & T. has taken no action jp | 


support of the Army’s position. Then too the Nike-Zeus project is only a small 
part of their vast program, where Bomarc is a big part of Boeing’s. 
This is tragic example of where the choice of weapons is being made pot 


solely on what is best for the Nation but upon what industrial firms have the | 


most influence in Congress. The ascendancy of the Air Force over the Army and 
Navy can be credited (or blamed) upon the huge aircraft corporations whose 
multibillion dollar contracts gave them a vested interest in playing down our 
need for a nuclear navy and a better armed and mobile Army. Thanks to their 
influence in Congress we have stressed for the past 10 years a “Big Bomber” 
defense system. The result is that we are woefully behind in missiles and now 
are waking up to a need for conventional forces for brushfire wars. 

The danger is that this huge industry will maintain our present unbalance 
in favor of their own pet products. We will wind up with an obsolete Navy | 
and Army in order that the aircraft industry be saved from a recession. 


T. MULLEN, Jr, 
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JUNE 7, 1959, 


Deak Str: I had a chance to read back papers, and I see you are complaining 
about retired generals. I looked you up and find you come from New York. 

Enclosed are the ads from the week’s U.S. News & World Report. This is | 
what has influenced things, not the generals. One of those New York companies 
G.E. and Western Blectric, has the Nike-Zeus. Did they back the Army up or 
testify for it? You read about how bad things are in Michigan, and yet Chrysler 
let the Jupiter get away when even I knew it was a better missile. 

It’s the same way now on this Bomarc-Nike Hercules thing. My husband isa 
fighter pilot and he and his gang say the day they take away their flying pay 


and assign them to a Bomare squadron, they resign from the Air Force. Since / 


we have four small children, this worries me to death. 

He says the oldest generals fight the Army from habit, then there’s a group 
of younger ones going for missiles because they are past flying anyway. If you 
ask why don’t they write memos against, they say they have to write what the 
general wants or else they will be rated no good as staff officers. 

Obviously I can’t sign my name and probably shouldn’t write this, but I wish 
someone would put up a fight to turn some of these things over to the Army and 
to counteract these ads that a missile is an airplane before we have no job. \ 








PHILADELPHIA Pa, 
Hon, ALFRED E. SANTANGELO, 
U.S. Representative, New York. 

Dear Mr. SANTANGELO: I wish to express appreciation for your alert action | 
about high ranking service officers going into questionable places in various 
private industries serving the defense program. 

Too much of this is not for good—as far as the taxpayer goes. The past 1b, 
years have been a solid walkover for retired brass and it sure smells of honey. ; 

Yours truly, 
EpwaArp COURTNEY. 

Mr. Hésert. Admiral Rickover, have a seat. 

Admiral Rickover. Where do you wish me to sit? Here, sir? 

Mr. Héserr. Right there, sir. 

The committee will be in order. 
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Admiral Rickover, we welcome you to appear this morning before 
the committee, to have the benefit of your information. 
For the record, would you please identify yourself. 


STATEMENT OF VICE ADM. H. G. RICKOVER, USN 


Admiral Ricxover. Iam Vice Adm. H. G. Rickover, assigned to the 
Atomic Energy Commission. 

Mr. Hésert. Now, would you please rise and take the oath. 

You do solemnly swear that the testimony you will give before this 
subcommittee in the matters now under consideration will be the truth, 
the whole truth, and nothing but the truth, so help you God? 

Admiral Rickover. I do, sir. 

Mr. Hésert. Now, Admiral Rickover, the attention of the commit- 
tee has been called to public testimony which you gave before the sub- 
committee of the Committee on Government Operations of the House 
of Representatives, March 20, 1959, on the subject “Organization and 
Management of Missile Programs.” 

[ now read to you an excerpt from that testimony. It reads as fol- 
lows, at page 631. Mr. Roback asked this question of you, Mr. Roback 
being the counsel for the subcommittee in question : 

Admiral, you don’t supervise a procurement organization, and so you are not 
necessarily exposed to various kinds of influences which have to do with Gov- 
ernment buying or contracting. 

Admiral Rickover. Oh, yes; I am. 

Mr. Ronack. The question is, Do you have visits from former associates, 
admirals, military people? 

Admiral Rickover. I used to, but the word got around that I am obtuse in this 
regard. I don’t think I have had a visit now for 2 years, a visit or a visitation. 

Mr. Rospack. They just leave you alone? 

Admiral RrcKover. I get pretty well left alone. Let me amplify that. I myself 
don’t get pressured by outsiders, but they do go higher up and get pressure put on 
me that way. They know that it is of no avail to come to me, but they do go 
higher up, and I sometimes get pressures as a result of that. 

Mr. Ronack. Are the pressures in the nature of recommendations as to where 
a contract award should be made, or how it should be made? 

Admiral Rickover. It is generally in the nature of urging me to undertake new 
projects which we consider not worthwhile. As you know, in this modern day 
and age, it is almost subversive not to want to spend Government money. The 
real pressure we get is to undertake more projects to spend more money. 

Now, Admiral Rickover, we are here this morning to ask you spe- 
cific questions in accordance with the excerpt from the testimony 
which I have just read. And the committee will confine itself to this 
excerpt and to the questions which are raised therein, and we wish that 
you would so confine yourself—just to these questions and no other 
matters which are not before the committee at this time. 

We will try to be as direct in our questioning as we possibly can, and 
we hope that you will respond in that temper. 

Now, I ask you, Admiral Rickover, the first question : Do you have 
visits from former associates, admirals, militar y people ? 

I used to, but the word got around that I am obtuse in this regard. I don’t 
think I have had a visit now for 2 years, a visitor or a visitation. 

Now, Admiral, the committee asks you what former associates, ad- 
mirals, and the military people called on you until they stopped calling 
on you? 

Admiral Ricxover. May I make a statement, Mr. Chairman? 

Mr. Hézverr. If your reply is to that statement ; yes, sir. 
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Admiral Ricxover. My statement bears on that, sir. 


Mr. Hézerr. Well, we cannot vary, Admiral. It is a simple state. ib ne 
ment. ge Ad 
Mr. Hess. He said it bears—— ; ; ; Mr 
Mr. Héserr. Oh, it bears. My hearing is off a little this morning. ‘o rom 


It bears, you say 4 proce 
Admiral Rrcxover. It bears on the question; yes, sir. No 
Mr. Héserr. All right; good. 





Admiral Ricxover. My statement is as follows: hdl 

In my remarks before the other congressional committee, which js | the cc 
the basis for my appearance here today, I was discussing a climate of | one 
business dealings with the Government rather than pointing the finger oan 
at individuals. I appreciate the fact that this committee wants to name 
deal in specific facts rather than in generalities. However, I would “aa 
ask the indulgence and consideration of this committee in not | Mr 
pointing the finger at individuals. After all, the improper use of in- | sean 
fluence is a conflict-of-interest situation which is deemed a criminal | * qq, 
offense under Federal law. By naming names, I might do injustice jpot 
and unwittingly bring dishonor to good citizens. leay | 

As you gentlemen can well understand, influence in the nature of the | not A 
case is a subtle thing. It is not tangible. It is not black and white. | 5,7 


I would not want to presume to adjudicate a decision by naming per- | Phat, 
sons who might be wholly within their legal rights in making repre; ~ yp 
sentations to the Government. langu: 

Influence in itself is not necessarily an evil thing. When a manufae- | 4 prin, 
turer is faced with a cancellation of a weapons project, which means Adr 


that thousands of persons will be deprived of their livelihood, influ-| yy, 
ence to keep the project going or to get a new one in its place is not} gy tr 
necessarily out of order. | with | 


These are the facts of life. Companies are entitled to use their) procee 
influence to survive, and to make further contribution to the defense ae 
effort. ( Nov 

On the other hand, influence can overstep legal as well as moral | ;, exp 
boundaries. Personally, I believe that efforts should be made by law} mp ip¢: 
and by administration to discourage the use of influence. lothai 

Members from both the House and Senate who appeared before this gift: it 
committee have had legislative proposals. You gentlemen in your} * yy, - 
wisdom will be able to take what is sound and what is appropriate} Adn 
from the various legislative proposals. perhay 

On the administrative side, you might want to consider recom-| ooyJq | 
mending to the Secretary of Defense that he submit periodic reports j, my 
to the committee listing all contacts which involve any business deal-| nomeac 
ings between retired military officers and civil or military personnel of} jntont. 
the Department of Defense. Mr. 

This might or might not be administratively workable, but I believe! accepte 
with gooll will and good intent there are some administrative CoM’ ofthac, 
tributions to be made in keeping this problem within bounds. vm 

And I would like to add categorically, there has never been one single accepte 
incidence where any influence or anyone visiting me has had tht} yp, - 
slightest impact or effect on my program. Aan 

Whatever contracts my program has entered into have been decided) hoon, 4, 
| Perienc 
themse 


entirely on a technical basis. 

That is my statement, sir. 

Mr. Hésert. Well, nobody would even suggest, Admiral, that any- 
body had any impact on you, from undue influence. But the fact that 
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it is indicated in your testimony that former associates, admirals, and 
nerals, did attempt to pressure you is of concern to this committee. 

Admiral Ricxover. Well, that is—— 

Mr. Hénert. Wait, now. And in the study of this problem this 
committee must have specifics and not generalities, to know how to 

roceed. 

Now, do I understand that you do refuse to give the names of these 
associates, admirals, or snore? 

Admiral Rickover. I cannot refuse, sir. But I again point out to 
the committee, that you may be doing a grave injustice in taking what 
might have been in the nature of an ordinary business dealing which 
the man himself did not consider as pressure and blazon this man’s 
name to the country. And once a man’s name is mentioned in the 
newspapers he is condemned and you know that as well as I do. 

Mr. Héperr. The fact remains that you accepted these visits as 
pressures, and in your own words “until they found you were obtuse.” 

Admiral Rickxover. When I accepted these visits I did not know 
what the pressures—or whether there would be any pressures. When 
Isay that there was an attempt to get me to do something which I did 
not consider justifiable, and which the man who visited me may very 
well—may properly have considered justifiable, then I resisted it. 
That was my definition of pressure. 

Mr. Hévert. Well, of course you must understand that in the broad 
language, that a man who is attempted to be bribed is not necessarily 
abribetaker. 

Admiral Ricxover. No one ever attempted to bribe me, sir. 

Mr. Héperr. I didn’t say that. I said in the broad language. I 
am trying to draw an analogy, to show you what we are confronted 
with here and what we are attempting to gain from you. We cannot 
proceed unless we know specifically what individuals are attempting 
toexert this pressure. 

Now, whether this is pressure is for the individual to define himself, 
in explaining what he meant by his visit. And my use of the word 
“bribe” was the same—I think it has been well said, that if it is a 
bribe it is too little, and if it is a gift it is too much—rather, if it is a 
gift it is too much, and if it is a bribe it is not enough. [ Laughter. ] 

Mr. Hénerr. So—— 

Admiral Ricxover. May I ask the indulgence of this committee and 
perhaps I could be permitted to make some observations which I think 
could help remedy this situation, rather than to name names which 
inmy own heart and mind would constitute an improper naming of 
names, and do damage to people who are not acting with any criminal 
intent. 

Mr. Hisert. Well, the committee is still puzzled as to why you 
accepted this asa pressure. Now, I am using pressure, in the influence 
ofthese individuals. They stopped coming to see you. 

Admiral Rickover. Mr. Chairman, I told you that at the time I 
accepted these visits I did not even know what the purpose was. 

Mr. Hiner. But you found out after they visited with you. 

Admiral Rickover. Yes. Then I took no action. But there have 
been many people—there have been thousands of people in my ex- 
perience in the Navy who have come to me with projects which they, 
themselves, might have thought were quite sincere, were good for the 
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country, but which I did not. I can’t say—would you want me to— Mr 

Mr. Héserr. I will say this. The committee will ask you to give admit 
us in private the names of these individuals so that it will do no harm | tions, 
to them, but we must know who they are, and then trace down their | jeter 
association and their affiliation. Because this committee has no desire | yndu 
to smear anybody, or no desire to have any false inuendoes injected | poarit 
in these hearings. So the committee will ask you to give in private Ad. 
for our own information the names of these individuals. And we | go no 
will do that ; ence 0 

Mr. Harpy. Mr. Chairman, shouldn’t that also include the purpose Mr. 








of their visits ¢ ily fy had it 
Mr. Héserr. Oh, correct, the purpose of their visits, the namesof 4d, 

the individuals, and the companies with which they are connected | pow, 

or the contracts with which they are connected. "very § 
Admiral Rickover. If you order me to do so. . do, th 
Mr. Héperr. Yes, sir. : 2 with t 
Admiral Ricxover. I will, of course, have to obey your injunction. Mr. 
Mr. Héserr. Allright. That is clear enough. Ad 


Admiral Rickover. Because I must. But I still in my opinion opinic 
think I can do more for your committee to help solve this problem | “yr, 
by talking to you about some of the situations that arise. | the pe 

Mr. Heserr. I know, Admiral. But we are trying to confine this Adn 
to this particular question. At another time we may avail ourselves | put pr 
of your wide knowledge. But at this particular time we are per Mr. 
ourselves to these questions. Keep in mind that you are not a reti eur re 
officer. You are on active duty. And we are not asking anybody on — ppt 
active duty to give us their solutions at this particular time. We | tectim, 
may in the future. But at this particular time we are confronted | 4. yoy 
with these particular questions. that p 

Now, in connection with the second part, in which projects were not admin 
worthwhile, would you care to mention those in public? Not individ: | we wa 
uals, but certain projects. Name the projects.  aretry 

Admiral Rickxover. Mr. Chairman, that is a matter of opinion, too. | We ear 
There are many people in the Government that think that I am com- | Andt} 
pletely wrong in what I am doing. The fact that they think Iam} yp. 
wrong doesn’t make them necessarily out to be wrong. What I would} yr 
essentially be doing is saying what I am doing is right and that any-| Mr, 
one who ever questioned it is wrong. \ interes 

For example, Mr. Gates testified here the other day. Now, I would | are on 
like to say right here and now that he may have had pressures exerted | project 
on him using the word in the sense that I mentioned before, but it is in | Mr. | 
the nature of his job to have pressures put on him. Any contractor| Mr. 
who has business to do with the Navy will do that. But he invariably | mirals 
listened to me. And I must say that he always backed me. And’ are noy 
believe that was a proper exercise of the functions of the Secretary of , on you. 


the Navy in his case. | Adm 
Mr. Hésert. But it is the responsibility of this committee to evalu- | stand it 
ate the extent to which these pressures went. Mr. | 


Admiral Rickover. Then I am from here on out going to be put in | the hig 
the position that I can never deal with anyone from a business organi- | langua; 
zation unless I am prepared to give you a list of everyone that comes} Adm 
tome. That is tantamount to what you are asking me, sir. object ic 
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Mr. Hésert. No, sir. We just want the military—the generals and 
admirals and former associates that came to you, and their associa- 
tions. We will not spread them on the public record unless we in our 
determination and in evaluation come to the conclusion that it was 
undue influence. We are certainly not going to smear anybody in these 
hearings. 

Admiral Rickover. As far as your second question is concerned, I 
do not believe it would do any good, because there is a constant differ- 
ence of opinion in technical matters. 

Mr. Heperr. Well, we want to know about these opinions that you 
had in connection with waste of money and unnecessary projects. 

Admiral Ricxover. Well, I will mention one that is in the fire right 
now. There are people in the Navy who think that we should build 
very small reactors for very small submarines, and believing as they 


. do, they are trying to get a project like that into being. I do not agree 
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withthem. So far I have been successful in stopping it. 

Mr. Héperr. All right. 

Admiral Ricxover. There is nothing wrong with them having their 
opinion, or with me having my opinion. 

Mr. Hésert. And in connection with that, we would want to know 
the people who put the pressure on you, since you mentioned that. 

Admiral Rickover. There are people in the Navy that believe they 
put pressure on me. 

Mr. Hésert. We want to know the names and who they are. It is 
our responsibility to make the evaluation and determination of it. 

But you must—I won’t ask you to admit, but certainly this type of 
testimony in a public record made by an outstanding individual such 
as yourself, whose name is known throughout the world, who says 
that pressure was put on him by his former associates, generals and 
admirals, is something which will have an impact on the public. Now, 
we want to know. ‘That is the very reason for these hearings. We 
are trying not to deal in generalities. We are trying to deal in specifics. 
We cannot legislate or suggest legislation unless we know all the facts. 
And that is what we intend to do, to get the facts. 

Mr. Hess. Mr. Chairman. 

Mr. Hépert. Yes, Mr. Hess. 

Mr. Hess. If I understand correctly, Mr. Chairman, you-are not 
interested in getting the names of people in the Navy Department who 
are on active duty now who disagreed with the admiral on some 


_ projects. 


Mr. Héserr. Of course not. 

Mr. Hess. What we are interested in are those generals and ad- 
mirals and high ranking officers who formerly served with you who 
are now retired and who have, as you say, attempted to use pressure 


, on you. 


Admiral Rickover. I understand your statement, sir. I under- 
stand it. 

Mr. Héserr. And if these individuals went to higher-ups, to have 
the higher-ups come in and put the pressure on you. Now, this is your 
language, admiral, and not ours. 

Admiral Rickover. I have tried to explain my language. My major 
objection to the situation was the fact that it took up so much of my 
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time in order to avoid getting into projects which I did not consider } Ad 
necessary. That was my real objection. nate. 

The type of business I do does not lend itself to the sort of influence | plier 
which your committee is mostly considering. That is, there are no | highe 





trade associations. There is nothing like—what is it, the Air Force 0 
League, where you have a lot of retired officers, who may be active in | |ieve 
thisthing. There is nosuch thing in the atomic game today. office! 
Mr. Price. Mr. Chairman. , Co 
Mr. Héperr. Yes, Mr. Price. been 


Mr. Price. I think we should bear in mind that the admiral does | other 
have peculiar duties in the Navy because he has headed up for years | them. 
the Atomic Section or Division of the Navy Reactor Division. He No: 
directs the Bettis Laboratory. And because of the very nature of his | 
work, he is bound to be, say, pressured—at least contacted by people | po im 


who represent a new industrial type of work, in the new atomic field, , Adi 
From the outside as well from the Government, there are many differ- | Mr. 
ent ideas on the type of reactors that can perform certain functions _ there 
and duties. be inf 


Like he said, the small reactor for a small submarine. A lot of yourst 
these ideas generate outside the Government laboratories, in some of | think 
the new industrial divisions of the atomic industry. They think that | brancl 
they have a good idea. In some way, because they recognize the ad- | ing so 
miral’s great work in this field, they think that they should get the Adr 
idea to Admiral Rickover, because he is the head of the Reactor Di. | Mr. 
vision, and they want to, say, sell him the idea. So he has a very = Mr. 
peculiar and a very difficult position. He is bound to hear from the | becaus 
outside. Adn 

Another factor we have to take into consideration: The peoplethat | Mr. 
have this experience originally got it from only one place. They got | youar 
it from the old Manhattan District, or the Atomic Energy Commis- — Adn 
sion, or from the military division that had something to do with Mr. 
atomic energy, because this was the only source of this now. So he! populs 


does have a very difficult position to fill. He ha: 
I think that is most of the pressure that you would get, isn’t it,| have a 
Admiral? to him 
Admiral Rickover. Yes, sir. Now 
Mr. Gavin. Mr. Chairman. genera 


Mr. Héserr. We recognize that, Mr. Price, and we are trying tobe\ men c: 
practical and as understanding as we possibly can. But these words | thinkin 
are the admiral’s words. And by the admiral’s own admission, they} the bes 
stopped coming to see him. So then he would be in the position of pre-| siles th 
senting a front to to them, that they wouldn’t even come back to see) Adm 
him again. So having failed with him, they went over his head. | in the | 

Mr. Gavuy. Mr. Chairman. | les, w] 

Admiral, you think the word “pressure” or “discuss”—did these | always 
people come to you thinking in your estimation to discuss proposals; proper] 
that they may have to offer, or do you think that they came to you to! vated | 
pressure you in anything? You use the word “pressure.” First 

Admiral Rickover. Well—— very di 

Mr. Gavin. Now people might come to you that had a difference} What is 
of opinion with you to discuss some phase or technical matter. You| Secor 
think they wanted to discuss it, or do you think they wanted to pres-| ow sto 
sure you to drop what you may have had in mind? 
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Admiral Rickover. Well, perhaps, the word “pressure” is unfortu- 
nate. I think they wanted to discuss it with me. But when a man 
believes in what he is doing, if he gets stopped in one place he goes 

igher up. 

: al it is a fact of life that in the Navy Department I do not be- 
lieve that I would win a popularity contest among the high ranking 
officers. } : 

Consequently, people who wanted to get a job—and it may have 
been entirely legitimate on our part to want that job—go around to 
other people in the Navy Department who were in a position to help 

em. 

a that is the nature of the word “pressure”—— ; 

Mr. Gavin. It is quite evident that no matter what occurred it had 
no impact upon you in reaching any of your decisions; is that right? 

Admiral Rickover. Yes, sir; that is right. 

Mr. Gavin. Now let me ask you this question: Do you think that 
there are any other officers in the Department of Defense that might 
be influenced or pressured on a project? You are only talking about 
yourself. Now we are talking about the whoie defense. What do you 
think of the character of men that we have representing us in the 
branches of defense? Do you think they can be pressured into accept- 
ing some particular project? 

Admiral Rickxover. I would like to answer that question. 

Mr. Gavin. Or weapon or missile, unless they were correct? 

Mr. Héserr. Of course, Admiral, you are not competent to answer, 
because you don’t know. 

Admiral Rickover. Yes, I am competent to answer that question. 

Mr. Hésert. If you are competent to answer a man’s conscience, 
you are doing pretty good. ; 

Admiral Rickover. No, sir; I am not talking 

Mr. Gavin. I am talking about generalities. He said he is not very 
popular with the upper element or the upper branches of defense. 
He has indicated that no matter who had come to him—they didn’t 
have any impact, on any suggestions or representations they made 
to him. 

Now I was wondering whether that is the general feeling—your 
general feeling of all of our entire branches of defense, that these 
men cannot be influenced, that they are very determined in their 
thinking, and they try to reach conclusions from their experience to 
the best of their ability in the particular projects or weapons or mis- 
siles that may be assigned? What do you think of the general 

Admiral Rickover. I think we have a very unfortunate situation 
inthe Defense Establishment, and probably in other executive agen- 
cies, where the people who are in a position to make decisions do not 
always have the requisite technical ability to evaluate the problems: 
properly. It is very unfortunate. And this thing has been aggra- 
vated by two causes: 

First, the fact that science is advancing tremendously, and it is 








very difficult for anyone except the specialist to really understand 


what is going on in a particular field. 
Second, due to the glamour of staff duty, most naval officers have 
how stopped being familiar with engineering. 
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So essentially you have people who come from sea duty and are Or 
assigned positions of responsibility, and with that position goes the | requ 
authority to make decisions, who are not really familiar with the | tacts 
technical problems. with 

These people are considerably impressed by outside experts, par- A 
ticularly by anyone who has a title of “doctor” in front of his name, | beca 

When they see a situation, a matter going on, such as my organi- | deali 
zation, which through hell and high water has lasted for about 10 |} My 
years, and which operates outside of the naval routine, there is resent. | how- 








ment, and there is a natural human tendency to listen more to people | Ad 
who come in and present panaceas. It is that sort of a pressure—I use | peinf 
the word “pressure” in that sense. Mr 

It is also combined with a naivete of many retired officers. From | Ad 


the day they enter the Naval Academy they have led a sheltered exist- = My 
ence. They have not been faced with the rude facts of technical life. } anyw 
They have been used to ordering people around, and it is very difficult Ad 
for them, once they get out of the service, to accept the position which officer 
goes with retirement. this c 

They have many friends in the service. In many cases the jobs Iw 
that they leave have been filled by people who are their dear friends, | Qn, 
or even by people whom they have been influential in appointing, and | coolin 


naturally they will be listened to. Day ‘OLE | touch 
That is a fact of life. There is nothing criminal in it. It is just positi 
the way life works. imme 


Now I resent this, what I called pressure, because people in the | person 
Navy Department who are above me have been in a position to take | Mr. 
up a great deal of my time, and I have had to fight and to devotemy | Adi 
time to that sort of a thing, rather than to my major job. It has inter- | that h 
fered with my work. Tar 

But that is true in any field of human effort. Noman can goalong work. 
and doa job just the way he wants to. He always has influences that } ployec 
are trying to detract him. I am sure you have that in Congress just | yard « 
as well as we have in the Military Establishment. which 

This is the thing I was addressing myself to. And I think there tainly 
can be administrative and legislative measures taken which would upon I 


prevent a thing like this. Mr. 
Mr. Gavrx. What is your idea of how to approach the problem, to| Mr. 
clear up or clarify the situation ? | Reser 


Admiral Rickxover. I would make a definite distinction between | gency 
the jobs which retired officers can take. For example, the vast ma-| there? 
jority of retired officers get a job where they do technical work for} Adn 
a company, and they have no contact with any policymaking groups, proble: 
intheGovernment. I see absolutely no objection to that. rankin 

Another group which could be along that line would be anyone under) time— 
the rank of captain or admiral, because officers through the rank of; If he h 
commander and lieutenant colonel are not by the nature of the casein} for 5 y: 
a position to exert much influence. | have a 

I believe it is where you get up to captain and admiral, and itis} Mr. ] 
in positions such as Washington representatives, or where due to their} captain 
personal contacts they can influence policy. This is where I sugges) Force— 


you could do some good. duty. 
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One possible way that you could help solve this problem is by 
requiring a regular report, say quarterly or semiannually, of all con- 
tacts that officers or civilians in the Defense Establishment have had 
with retired officers, and what the nature of the discussion was. 

A rule like that placed in effect would have tremendous influence, 
because it would stop the vast majority of active people from having 
dealings on policy matters with retired officers. 

Mr. Gavin. Well, would that be a code of ethics or legislation, or 
how—— 

Admiral Ricxover. I think you would have to have a code of ethics, 
reinforced by going to church every Sunday. 

Mr. Gavin. By what? 

Admiral Rickover. Reinforced by going to church every Sunday. 

Mr. Gavin. It is quite evident that they had no impact on you, 
anyway. 

Admiral Ricxover. No, sir. No one—no retired officer, no military 
oficer, no Member of Congress—has ever had any impact on me in 
this connection. 

I would like to complete my answer to your question. 

One possible way oF helping in this policymaking part is to have a 
cooling off period before an officer can accept employment which 
touches on policymaking—says 2 years, or so, before he could accept a 

ition of that type. That would afford an opportunity for his 
immediate associates, what with the frequent turnover in military 
personnel, to leave. 

Mr. Gavin. How long do you think that period should be? 

Admiral Rickover. About 2 years, sir—just for those positions, 


_ that have to do with sort of a lobbying or a minor form of lobbying. 


Tam not referring to a case where an officer does bona fide technical 
work. I would refer to the case where an officer, for example, is em- 
ployed in a certain Navy office or, a naval representative at a ship- 


| yard or a factory, where he has contractual relations, or relations 


which touch on expenditure of Government funds—he should cer- 


_ tainly not be allowed to take a job with that company immediately 


upon his retirement, no matter what his rank is. 

Mr. Gavin. I yield to you. 

Mr. Hess. Admiral, would you apply that cooling-off period to a 
Reserve Officer who came from a corporation in the time of an emer- 
gency and when the emergency ceased to exist then he went back 
there? Could you have the cooling-off period for him also? 

Admiral Rickover. Practically—I don’t think you would have that 
problem, sir, because as I see it the real difficulty stems from very high 
ranking officers. A Reserve officer who has only been around a short 


| time—I would apply a much shorter aban of time for him, if at all. 
) Ifhe has had a particular job where 
_ for 5 years, I might require some delay. But I think you don’t really 


ne might have exerted influence 


| have a problem there. 


Mr. Hess. Well, you would have the problem with some colonels or 
captains—captains in the Navy, and colonels in the Army or Air 
Force—who might be in the Reserve and might be called on active 
duty. They may be executives of some large a that is doing 
business with the Government, and they are called on active duty to 
use their talents. 
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Admiral Rioxover. I think these are really civilians at heart, 
They are really more in a civilian—it is more of a civilian problem 
than a military problem. 

Mr. Hess. I know, but in time of emergency they have been called 
on active duty in a military capacity. 

Admiral Ricxover. I would be inclined to be much more lenient in 
this respect with Reserve officers. Of course, I would apply the same 
rule, in dealing with contractual matters—and I do take that literally, 
I mean if he has been influencing policy in contractual matters I think 
it would be wrong for him to go and get a job with the company he 
was dealing with. I think that would apply to anybody. 


The Reserve officer does not generally have the opportunity dur. | 
ing his service to develop the friendships, which are very close in the | 


military, that the regular military people do. 

Mr. Hésert. Mr. Hardy. 

Mr. Harpy. Admiral, I believe in your prepared statement you 
referred to the possible desirability of requiring reports of meetings 
with retired officers. Now, who would be required to report? 

Admiral Rickover. I would suggest that this committee, or the 
Congress, require the Secretary of Defense to submit such a report 
at periodic intervals—say quarterly or semiannually. The very fact 
that such a report was required would stop most contacts. 

Mr. Harpy. I mean, who specifically within the Department would 
have to be included in that report ? 

Admiral Rickover. I would include anyone who is contacted by a 


to make it all-inclusive, Mr. Hardy. 

Mr. Harpy. Well, if you limit it to business matters, there is an 
awful lot of business frequently transacted at a cocktail party. | 
Would you include those ? 

Admiral Ricxover. I would include that, sir. In fact, much busi- 
ness is conducted at cocktail parties. 

Mr. Harpy. How would you ever make a determination with re | 
speck, to who went to the cocktail parties and who they conferred 
with ? 

Admiral Rickover. I would simply require that anyone on active 
duty submit periodically what contacts he had on governmental] busi- 
ness matters with retired officers, regardless of =H tts it happened— 
whether it happened in his office, at a cocktail party, or on a beach. 

Mr. Harpy. f would think you might have a little trouble getting 
reliable reports of that kind. 

Admiral Rickover. Well, I disagree with you, sir. I believe—I am 
talking about something I know. I know the mentality of people in 
the military. They are very honorable that way. And they are very 
amenable to obeying instructions of that kind. 

Mr. Harpy. The ones you would want to catch would not be the 
ones that would be likely to be involved in anything improper. 

Admiral Ricxover. Well, I am assuming we don’t have a bunch of | 
crooks around. I have to. | 

Mr. Harpy. I would be pretty sure we don’t have a bunch of them, 
but I would be awfully surprised if you don’t have a few. 

Admiral Rickover. Well, Mr. Hardy, if you in your wisdom or in 
the wisdom of Congress have ever been able to pass a law that every- 
body will obey, I would like to know how you do it. 


retired officer relative to business matters. I think you would have | 
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Mr. Harpy. I would like to find out, too. But how we can reach 
this one particular point is what is bothering me. 

Admiral Rickxover. It is only one of many suggestions. It is a par- 
tial suggestion. And I think it will do a great deal to stop this. 

Mr. Harpy. Would you make this apply to civilians who have 
formerly been in the military also—contacts with them? 

Admiral Rickxover. Yes, sir. I think that Government business 
should be conducted in a businesslike way, in an office where records 
can be kept. If it is done completely properly there is no objection. 
If a man attempts to use business adbeast outside of proper business 
media, this should be reported. 

Mr. Harpy. I don’t disagree with that idea. But I am wondering 
from a practical standpoint how you do it. 

Admiral Rickxover. Well, the practical standpoint is that it 
would—oflicers knowing that such a report was required, would think 
many times before they did deal with retired officers on business mat- 
ters on an informal basis. This would be the real impact of such a 
report. 

fr. Harpy. Well, if former Secretary Wilson had a cocktail party 


_ somewhere, and invited a few military officers, do you think they 


should report that ? 

Admiral Rickover. It all depends—well no, unless Secretary Wil- 
son urged them to buy a lot of General Motors automobiles. 

Mr. Harpy. Well, if in the course of such a party—and I am just 
assuming that one would happen. I haven’t any notion that it would. 
But if one should happen like that, and in the course of that party 
somebody should mention the sale of automobiles to the Government, 
then you would say it should be reported ¢ 

Admiral Ricxover. Yes, sir; I would. 

Mr. Harpy. But how would you require it to be reported; and how 
would you be sure it was reported ? 

Admiral Ricxover. I can never be sure it would be reported, but 
I would assume all these individuals were honest until they were 
proved otherwise. 

Mr. Harpy. Well, I wish we could assume that. 

Mr. Hésert. Mr. Norblad. 

Mr. Norsiap. In other words, you would apply the same rules to 
people like Frank Pace or Charley Wilson or people of that nature— 
former Secretaries of the Army and Navy, and Assistant Secretaries— 
as you would to the retired military ? 

Admiral Ricxover. I would apply it to everyone. 

Mr. Norsiap. Thank you. That is all, 

Mr. Wrysreap. Mr. Chairman, I would just like to say, I think he 
made a strong point. Of course you won’t solve all these ills, but it 
will put everybody on guard. 

Admiral Rickxover. That is correct, sir. I think the existence of 
such a requirement might go 90 to 95 percent to doing away with this 
problem that you have. 

Mr. Price. Would this report be limited to contacts with person- 
nel who were out of the service just for a period of 2: years—or re- 
gardless of the length of time they are retired ? 

Admiral Ricxover. Yes, if this commitee recommended, and if such 
a rule were adopted by Congress, it would be during his entire term 
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of retirement. However, if you gave a clean bill of health to any 
retired military officer who took a job after 2 years, you could no 
longer hold him to account. 

Mr. Price. You would have a limitation of about 2 years, or some 
time limitation ? 

Admiral Ricxover. Yes, sir; some period that the committee de- 
cides on, before he can take a job where he can influence contracts. 

Mr. Harpy. May I just follow up? 

Mr. Héperr. Yes. 

Mr. Harpy. Would you say, then, Admiral, if somebody on active 
duty in the military did engage in such .a conference, and didn’t re- 
port it, you would have some punitive attachment to the individual? 

Admiral Rickover. He would be disobeying orders. It would be 
punitive just as for any other violation of orders. But people in the 
military are sometimes not aware because they have lived a sheltered 
existence—are not aware that it may be improper to do this sort of 
thing. 

I believe if a report were required it would emphasize this situa- 
tion, and would doaway with most of this problem. 

Also, by requiring 2 years, 3 years, or 5 years, before retired offi- 
cers can take jobs in various industrial associations which contact 
the Government. That is the real problem. It is that sort of a 
thing. 

AsI understand it, the object of this committee is to save Govern- 
ment money, and to see that the money we do spend is properly 
spent. 

Mr. Harpy. I think that is one major purpose. But certainly we 
also are a little bit concerned with integrity at the moment. 

Admiral Ricxover. Well, Mr. Hardy, integrity can be defined in 
many different ways, depending on the outlook of the individual. 
That is a very hard thing to define. And as I indicated before, many 
laws for thousands of years have been written to make people have 
integrity. As I understand, there still have been failures. 

Mr. Harpy. Well, I am not suggesting that it is a matter that 


lends itself to legislation. But we are trying to find some way to | 


improve the situation. 

Admiral Rickover. I have tried to give you a practical suggestion 
from my experience. I realize that you can pass all the laws you 
want to. It is not going to stop some of this. But if people are 
made aware that it is not the proper thing to do, and if they have to 
report their contracts, they will think twice. 


Mr. Harpy. Mr. Kilday referred to it yesterday, and he referred | 
to social acceptability of improprieties. Now, that, of course, is in- | 


volved in this question of integrity. Sometimes we have wondered 
whether maybe slightly shady operations may have become socially 
acceptable in a lot of quarters. I am not suggesting that that par- 
ticularly applies to the military. 

Admiral Rickover. Well, the military people, particularly since 
World War IT, have gotten themselves up on a pinnacle socially and 
otherwise, and many of them—they have positions of great power 
and responsibility while they are in the military, and it is difficult 
for them to unhorse themselves. 

Mr. Hépert. Like ex-Members of Congress? 
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Admiral Rickover. Sir? 

Mr. Hésert. The same as ex-Members of Congress ? 

Admiral Rickxover. Don’t forget, the subject of this discussion is 
“Retired Military Officers,” Mr. Chairman. 

Mr. Héserr. No, sir. You areinerror. The subject of this whole 
inguity includes all civilian and ex-Members of Congress as well as 
the military. 

Admiral Rickover. Yes, sir. 

Mr. Hésert. The ex-Members are not immune, either. 

Admiral, do I understand—in other words, what you propose is 
in effect the same operation which organized baseball has / ball- 
player who is approached must report. 

Admiral Rickover. Yes, sir. 

Mr. Hésert. That is exactly what you are saying ? 

Admiral Rickover. Yes, sir. That is an excellent analogy. 

Mr. Héperr. And if they are caught, well, of course, they are banned 
from baseball. 

Admiral Rickover. Yes, sir. 

Mr. Héperr. I am reminded of a story which I think is apropos to 
this problem. I don’t know how accurate it is. But the story has 
been told, because I have read it somewhere, about General Grant. 
When he was quartermaster general in St. Louis, I think it was, he 
sent word to the President to move him quickly, as they were getting 
close to his price.” 

So this is not a new problem. 

Admiral Rickover. No. I realize that, sir. 

And I would like to add one other thing—the reason I have talked 
the way that I have. 

I am sure that no member of this committee, or of the Congress, 
would want to put me in a position where I would wreck my ability 
tocontinue my work. 

Mr. Héserr. We are not intending to do that. And that is the 
reason—I think we have shown very clearly 

Admiral Ricxover. It would have this tendency, if I am forced to 
mention names where the man who visited me or who went to a superior 
thought he was doing the right thing. 

Mr. Heéperr. That roll be the committee’s responsibility—to 
evaluate those names. And, certainly, it will not embarrass you and 
embarrass the individuals named if there is no reason to be 
embarrassed. 

Thank you very much, Admiral. We appreciate your appearance 
here today. 

Admiral Rickover. Thank you, sir. 

Mr. Heperr. Mr. Courtney. 

Mr. Courtney. Mr. Chairman, we have a correction of the record 
from the Deputy Secretary of Defense, Mr. Gates. It is a hand- 
delivered letter. It is dated July 8, 1959. 

Let me thank you again for giving me the opportunity to express my views—— 


Mr. Héserr. Let there be order, please. 
Mr. Courtney (continuing)— 





on the subject of conflicts of interest. My visit with your committee confirmed 
my belief in the sincerity and objectivity of its members. 
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There were a number of items on which I promised to furnish information 
for the record and this will be forwarded as soon as possible. There is one 
item we discussed on which more up-to-date information has been brought to 
my attention and on which I feel I should make prompt comment for the record, 
You may recall that I made reference (pages 36, 37, and 49 of the record) to 
some 4,200 questionnaires which the Navy sent out, following the Anthony de. 
cision, to all officers retired within the last 2 years. 

As I indicated in my testimony the first questionnaire sent out was a short 
form which had as one of its purposes the screening out of persons whose em. 
ployment raised no question. Wherever the reply on the short forms indicated 
a need for further inquiry, a followup detailed questionnaire was sent out, [| 
indicated in my testimony that approximately 300 such long questionnaires were 
used, but I now understand that some 500 were eventually dispatched. The 
sending of the long form did not, of course, imply any wrongdoing. 

I am pleased to report to you that of some 4380 answers received to date only 
5 minor infractions of the conflicts of interest statutes have been tentatively es- 
tablished. I am equally pleased to report to you that four of the five officers 
concerned terminated the offending employment and the fifth is engaged in sel]. 
ing fire alarm systems through competitive bids. 


Mr. Courtney (continuing) : 


I am certain that a report on this subject will be made to you by the Navy 
Department but, because my testimony on this scope was incomplete and there- 
fore may have created a misunderstanding, I single this item out for prompt 
reply. 

Sincerely, 
THOMAS S. GATES, 
Deputy Secretary of Defense. 


Mr. Hésert. Now, the committee tomorrow morning at 10 o’clock 
will hear Congressman Stratton and Admiral Radford. 

The committee will stand adjourned until 10 o’clock. 

(Whereupon, at 11:54 a.m., the subcommittee adjourned.) 
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EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
PERSONNEL BY DEFENSE INDUSTRIES 


FRIDAY, JULY 10, 1959 


House or RepresENnTATIVEs, 
ComMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SprecraL INVESTIGATIONS, 
Washington, D.C. 

The subcommittee met at 10 a.m., the Honorable F, Edward Hébert 
(chairman of the subcommittee) presiding. 

Mr. Héserr. The committee will be in order. 

Members of the committee, we have this morning a very old friend 
of the committee, and certainly one that this committee has admired 
for many, many years. Admiral Radford has accepted the invitation 
of the committee to appear this morning to give us the benefit of 
his views. 

In particular connection with statements made in a television pro- 
gram 2 weeks ago, “Face the Nation,” we will ask the admiral to 
amplify the statement he made at that time. Since we have the 
opportunity of having him here, we will also ask him to comment on 
the situation which is now under our cognizance. And also as to the 
present status. We will cover the entire area, because we know the 
admiral is very busy, and we do not want to have him back at a 
future date. 

So, Admiral, will you identify yourself for the record ; after which 
I shall administer the oath. 


TESTIMONY OF ADM. ARTHUR W. RADFORD, USN, RETIRED 


Admiral Raprorp. I am Arthur W. Radford, U.S. Navy, retired. 

Mr. Héverr. Admiral, will you rise, please ? 

You do solemnly swear that the testimony you will give before this 
committee in the matters now under consideration will be the truth, 
the whole truth, and nothing but the truth, so help you God ? 

Admiral Raprorp. I do. 

Mr. Hévertr. Now, Mr. Courtney, I will ask you to read at this 
time into the record that part of the transcript on which Admiral 
Radford appeared on “Face the Nation,” the date which you have, 
where he begins to discuss the outside encouragement from the Pen- 
tagon, through his discussion of the existing laws as related to retired 
officers. 

Admiral, I am sure you have reviewed this transcript. We are 
reading it into the record at this time in order that you will be 
familiar with the questions which we will care to ask you. 

Mr. Courtney. 

Mr. Courtney. Mr. Chairman, I would imagine that the entire 
broadcast, the official transcript of it, be made a part of the record 
at this time. 

113 
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I would direct attention particularly to pages 15 through 20 of 
that transcript, and in the excerpts which the admiral has had handed 
to him, without reading the whole of the introduction to the subject, 
come to the bottom of page 2. 

Mr. Hésert. Now, Admiral, in that connection, we have already 
discussed this matter. I do not want to read into the record for 
emphasis at this point any statement that you made which might be 
out of context in your opinion. 

So if Mr. Courtney begins to read and you desire that he read 
further back in order to develop the questions which we want to ask, 
you can tell us and we will read that portion into the record. 

Admiral Raprorp. OK. 

Mr. Hésert. Now, Mr. Courtney, will you indicate where you are 
going to read from ? 

Mr. Courtney. In the transcript which you have, Admiral, I would 
commence to introduce the subject of the committee’s interest this 
morning—a question by Mr. Novins. This begins in the middle of 
page 2, and introduces the subject of the committee’s interest at the 
moment : 

Admiral, in connection with that, do you think it’s too much for the American 
public to expect for these differences of opinion to be aired before a Pentagon 
proposal is made, and then to have unanimity after the proposal is made to the 
Congress? Nobody has— 

There is an interruption. 

Admiral Raprorp. I don’t find—— 

Mr. Kuun. Page 2 of the excerpts. 

Admiral Raprorp. Oh, I thought you meant page 2 of the tran- 
script. 

Mr. Courtney. I am sorry. 

Admiral Raprorp. I would rather start further back than that. I 
would start right here, where you started the transcript. 

Mr. Courtney. Very good. 

Mr. Héserr. That is not out of context? I want to be absolutely 
sure. 

Admiral Raprorp. I don’t know whether you mean “out of context” 
in the sense that it isn’t part of your charter or your investigation. 

Mr. Héserr. Our investigation, Admiral, is in the scope of the use 
of influence or attempted influence by contractors’ representatives— 
whether they be civilian or retired military people. 

Admiral Raprorp. Well, then, I would say to really get it straight, 


— 


that you would start back further, as to why I was answering these | 


questions. 
Mr. Héserr. That is the reason I brought that out, because I want 


to start where you want to start. So we will be absolutely certain | 


that we are in complete agreement on the subject; where do you want 


us to start ? 
Admiral Raprorp. Right where you have. 
Mr. Courrney. The question by Mr. Steele ? 
Admiral Raprorp. Yes. 


Mr. Courtney. This is the whole subject, Mr. Chairman. T shall | 


read it into the record. 
It starts with the statement of Mr. Steele, who is one of the panel 
of commentators. 
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Mr. Chairman, this is an excerpt from the official transcript of “Face 
the Nation,” CBS Television Network, June 28, 1959—Adm. Arthur 
W. Radford; moderator, Stuart Novins; panel, John Steele, Time- 
Life; Bob Pierpont, CBS News; Peter Lisagor, Chicago Daily News— 

ages 15 through 20 of the official transcript furnished the subcom- 
mittee by CBS Network. 

Wecommence at the point indicated by the admiral. 


Mr. STeeLe. Admiral, in that connection, the last time you were on “Face the 
Nation,” you were a member of the President’s Commission Studying Pentagon 
Reorganization. In light of the fighting that is now going on over the defense 
budget and over control of Polaris and the missile defense program, is that 
act a failure; must we go further in that direction that we have done thus far? 

Admiral Raprorp. No, I wouldn’t say it’s a failure. I think that we—it helped 
a great deal, the last reorganization; but I think that, as I think I said last 
year, and certainly will say again this year, I think that there are going to be 
continuous improvements in the Defense Department. 

Mr. STEELE. What—what should we do now to end this seeming bickering that 
goes on rather constantly? 

Admiral Raprorp. Well, I don’t thiuk we can end it. I think that—— 

Mr. STEELE. Is it something we’ve got to live with? 

Admiral RAprorp. I think unless we change our form of government and go to 
a dictatorship like the Communists, we are always going to have arguments. 

Mr. STEELE. But do not other nondictatorial countries seem to avoid that kind 
of interservice fighting and disagreements over very important fields of military 
enterprise? 

Admiral Raprorp. None that I know of. 

Mr. STEELE. This is something, then, that is par for the course, and we must 

Admiral RaAprorp. I think the only difference here is that they are given much 
more publicity over here. Our domestic political situation has some bearing on 
it. Our form of congressional hearings has some bearing on it. I think the dis- 
agreements are important; they should not be treated lightly; and I think as 
lonk as we have our form of government, you’ll probably hear something about it. 

Mr. Novins. Admiral, in connection with that, do you think it’s too much for 
the American public to expect for these differences of opinion to be aired before a 
Pentagon proposal is made, and then to have unanimity after the proposal is 
made to the Congress? Nobody has—— 

Admiral RapForp. Is it too much to expect? 

Mr. Novins. Yes. 

Admiral Raprorp. I hope that we can get to that stand, that point of view 
sometime. 

Mr. Novins. You think this would be desirable? 

Admiral RAprorp. I think it would, yes. I think that the opportunity for a 
full discussion in the Pentagon, and then everybody agree to support the decision, 
could possibly be something we could look forward to. 

Mr. Novins. Well, why doesn’t it happen now, Admiral? 

Admiral Raprorp. Because there are certain encouragements lent from out- 
side the Pentagon, for one reason or another. 

Mr, Lisacor. From 

Mr. Novins. You wouldn't be suggesting Congress, by any chance? 

Admiral RAprorp. Congress, and other—not Congress alone. 

Mr. Novins. What about defense manufacturers? 

Admiral Raprorp. I think they have; you can take them into account, too. 

Mr. STrere. Isn’t this a very costly, expensive wasteful-of-energy kind of 
thing, this constant argumentation and fighting over already established pro- 
grams? 

Admiral Raprorp. Well, I would say it certainly takes a lot of extra energy. 
It is costly in that respect. I am not sure that moneywise it has so much bear- 
ing or as much bearing as you might think. 

Mr. SteeLe. Well, what do you think of the current hubbub, Admiral, in this 
field about retired and resigned high-ranking military officers who go into 
private industry, some of them dealing with defense matters? 

Admiral Raprorp. I don’t know too much about it. I think it’s too bad that 
is taking place. Maybe there is some reason for it. 

Mr. Steere. You mean this practice is, or that the criticism is taking place? 
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Admiral Raprorp. Oh, I think it’s nothing new; again, it has happened before 
in my time; I have seen it happen before and I would say periodically there 
is sort of a look taken at practices of that kind. 

Mr. PrerPorInt. You think the practice is all right? 

Admiral Raprorp. I think it—I think that you can’t legislate against young 
men—and most of them are—or men who are retired doing something; it's 
pretty difficult to keep them from doing anything. 

Mr. Streete. But, Admiral, we have in other fields we have statutes which 
prevent some Government attorneys from representing clients for a certain 
length of time. 

Admiral Raprorp. That’s perfectly—— 

Mr. STEELE. Before the Government 

Admiral Raprorp. That’s perfectly all right. 

Mr. STEELE. Well, would you be for something like that 

Admiral Raprorp. Well, that is the rule, you know. There is generally 
speaking a 2-year limit in the employment of individuals, except the Navy, 
There is no time limit on that. 

Mr. STEELE. You mean a man can go out and tomorrow work for a company 
doing business with the Navy, is that correct? 

Admiral Raprorp. No, he can never. 

Mr. STEELE. Never? 

Admiral Raprorp. The law is much more restrictive in the case of naval offi- 
cers than it is for others—— 

Mr. PIeRPOINT. You think it ought to be extended to other officers. 

Adimral Raprorp. No. I think that the—I think that the—the time limit 
which is roughly 2 years should be applied and can be well applied to all of 
the services, and that simply means, now it doesn’t mean that a man can’t go 
to work at all, but it means that he can’t go to work in the particular specialty 
that he has been handling while he is on active duty. 


That ends the colloquy, Mr. Chairman. 

Mr. Héserr. Now, Admiral Radford, we address ourselves par- 
ticularly to the statement that you make, that there was encourage- 
ment from outside the Pentagon. The committee would be pleased 











to hear you on that point. And the basis of questioning is the facet | 


that this particular program went out to millions of Americans who 
could well draw the conclusion that you indicated in that statement 
that there were influences brought to bear, good or bad, but there 
were influences brought to bear on particular people in the Pentagon 
in connection with the awarding of contracts, or the bickering of the 


services, whichever of the two you want to apply it to. Both are | 


equally important. 

Now, will you comment on that ? 

Admiral Raprorp. Well, Mr. Chairman, I think you have to un- 
derstand that I was talking about the broad picture. I wasn’t talking 
about contracts, per se. I was talking about the competition between 


en 


weenens systems and very difficult decisions that have to be made by | 


the Secretary of Defense or other persons high in the Pentagon, where 
it is only natural for the proponents of certain types of systems, or 
certain weapons, to feel that their systems are the best, and should 
not be done away with, or should not be gradually phased out. 

I feel that those influences are properly brought to bear. There is 
nothing sinister about it. 


— = 


I know, and you know, I am sure, that Members of Congress repre- | 


sent their constituents in cases like that, and try to help give them | 


an opportunity to present their point of view. 

I think that it would be very bad if this weren’t done—in other 
words, if we had a dictatorial system where nobody could present 4 
different point of view. 











T 
M 
iden 
A 
kind 
these 
secu. 
M 
estec 
Ye 
and 
Cons 
with 
can | 
Ne 
can ¢ 
He 
int 
res 
a mu 
refer 
No 
some 
my 0 
It re: 
by S 
comp 
conce 
days, 
of Re 
paid | 
ness ° 
officer 
demo 
a div 
to 14: 
Maho 
entire 
Nov 
Many 
exist 
got hi 
the Bc 


don’t 
of tha 
ticipat 
Congr 
The 
back bh 
Hoy 
due, 07 
throug 
produc 








it & 











RETIRED PERSONNEL IN DEFENSE INDUSTRY 117 


That was what I was talking about. 

Mr. Héverr. Then you were not directing yourself to what the Pres- 
ident referred to as a “munitions lobby” ? 

Admiral Raprorp. Well, I don’t know. I wasn’t referring to any 
kind of a lobby. I was talking to the difficulty of making these very— 
these enormously important decisions which have a bearing on the 
security of the country. 

Mr. Héserr. Well, of course, that is what the committee is inter- 
ested in, in this particular area. 

You have to take all of these various situations into consideration 
and in the light of the temper of the country, and the temper of the 
Congress, itself, in applying these statements. And, of course, a man 
with your great fame and ability has a great impact upon the Ameri- 
can public, when he makes a statement. 

Now, you cannot control what the public thinks, any more than we 
ean control what the public thinks. 

However, we must take cognizance of these remarks. And it is 

inted up very vividly and dramatically in the very instance of the 
President s statement at the press conference, in which he referred to 
a munitions lobby. We never referred to a munitions lobby. He 
referred to it. 

Now, of course, he may have had some basis. He undoubtedly had 
some basis for making that. My own interpretation of it, and strictly 
my own, is that the use of the word “munitions” was unfortunate. 
It really didn’t mean munitions as “merchants of death,” as reflected 
by Senator Nye during World War I. What he meant was the 
competition among the missile manufacturers. He expressed a deep 
concern about this munitions lobby. At the same time, almost within 
days, if not on the same day, an amendment was offered in the House 
of Representatives here which would have cut off any moneys being 
paid to a contractor or a missile manufacturer, or anybody doing busi- 
ness with the Government, who had in its employ a retired general 
officer or admiral who had retired within the last 5 years. And 
demonstrating the temper of the House at that time, the amendment on 
a division vote was defeated 131 to 130; and on a teller vote by 127 
to 145, and only on the promise of Mr. Mahon, or the statement of Mr. 
Mahon, that this committee would conduct an investigation into the 
entire subject matter. 

Now, of course, this was broadcast throughout the country. 
Many things have led up to this atmosphere in which we are now 
existing. Particularly what I think touched the President off, or 
got his dander up a bit, was a full page ad in a local newspaper by 
the Boeing Co. for the Bomare. 

As our colleague from Pennsylvania, Mr. Gavin, has said, they 
don’t sell Bomares over the counter here. So what was the purpose 
of that ad, we asked? It listed all the manufacturers that were par- 
ticipating, some 3,500 firms. And, of course, this gets back to the 
Congressman’s part in it. 

The pressure is then put on the Congressman from the constituency 
back home to get these thing for their own districts, which is normal. 

However, do you have any indication at all that there has been un- 
due, or attempted undue influence on the part of some manufacturers, 
through old school ties or old acquaintanceships, to advance their 
product over the others ? 
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Admiral Raprorp. No; I don’t think so, Mr. Chairman. 

I think if the American people could realize how much honest ef- 
fort goes into the preliminaries before these great decisions are made 
they would be very well satisfied with them. MM 

They are very difficult. Today we have to make decisions in the 


’ 





matter of the national defense that are more important and more dif. | 


ficult than we have ever had to make before. 

I think it is unfortunate that this situation is placed before the 
public in the way that it has been. 

Mr. Hepserr. Well, that is our concern. You can understand the 
reason why we want to hear, and to have the benefit of the information 
that you perhaps more than anybody else would have, some specific 
information. And you can easily understand what a statement like 
that—that there was—what was it / 

Mr. Courtney. Encouragement. 

Mr. Héserr. Encouragement. 

Now we are getting into a case of semantics—whether it is encour- 
agement, influence, or pressure. But with a public statement of that 
nature, the public is wont to grasp immediately the evil of something 
instead of the good of it. That is the reason why we are here today, 
and the reason why we wanted to get these facts on the table. I am 
trying to emphasize—informing the retired people here, and you are 
the first of the retired people, that we are looking for facts and not 
victims. 

Admiral Raprorp. Well, I might say that I was verw reluctant to 
go on that program in the first place. It is only the second time I 
have ever done it. And I think it has cured me completely of ever 
doing it again. 

I was urged to go on the program and talk about military aid, and | 
then they sprung ail these other things on me. 

Mr. een: But you do recognize the danger of such statements! 


Admiral Raprorp. Well, I think they are terribly dangerous. And / 


I think you have to read them in context. 

Mr. Héserr. That is the reason I was very determined that every- 
thing be read into the record. I emphasized here it should be in 
context with what you said. 

I can give you another example of what we are confronted with. 
Last year, as an example—I brought it to the attention of the com- 
mittee on the day it happened. The Dave Garroway show “Today” 
had a program purported to give the country our missile posture. 

Now the person listening to the program accepts everything as | 
facts. The program finally faded out on the Convair plant in San | 
Diego, in which Mr. Tom Lanphier, a former Under Secretary of | 
Air, who is now vice president of the Convair Co., was phased out | 
into the final scences in a colloquy with Mr. Garroway himself. Mr. 
Lanphier at that time made the statement that they were doing a} 
great job and, of course, advancing the interest of the Atlas, Mr. 
Garroway asked him, “Are you doing all you can do?” Mr, Lanp- 
hier, as I recall, said, “Oh, no, we can do twice as much.” Mr. Garro- 
way then said, “Why aren’t you doing it?” Mr. Lanphier said, “Well, 
you have to ask somebody else that question.” Very subtle propa- 
ganda, very subtle. The American people and the constituency of the 
individual Congress began to think maybe we didn’t know Mi 
we were doing up here. 
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Then, of course, the pressure is applied from the people. They 
didn’t take into consideration that it was a military decision that we 
could manufacture more missiles, or the Atlas type, if we cared to, 
but it was not the decision of the military, in their judgment. And 
in fact only last week Mr. McElroy said that the Atlas was 60 days 
behind time, I think. So then if we had accepted Mr, Lanphier on 
what he said, we would have been manufacturing missiles that were 
not proven missiles at that particular time. 

You see the area in which we find ourselves? 

Admiral Raprorp. Yes, I do. 

Mr. Héserr. So, then, we get a great deal of this agitation. And 
then the retired officer comes into the scene. 

Admiral Raprorp. Well, I see the area. But I also see, as I have 
said publicly on many other occasions, the situation that we are in as 
a nation vis-a-vis the rest of the world, and particularly the Com- 
munist world, is so serious that we are having to put efforts into our 
defense that are larger than they have even been before. They are 
more important than they have ever been before. There is more 
disagreement as to what line we take in many of these areas. And 
you must remember that many of the men who argue for a peatenes 
effort, or a particular type of effort, are arguing because they really 
believe it. And this is the thing I think that the public ought to 
understand, that a great deal of this could be classified by the indi- 
viduals as their effort to doa public service. 

This is very serious business. 

Now you will find in most of these cases that there is no pat answer. 
You can’t say this is better than that, or what is more important, you 
can’t say 10 years from now this is going to be very good and that is 
not going to be any good. You are going to find out that nobody 
knows. And you will make certain mistakes. You have made certain 
mistakes. 

The difficulty is, it seems to me—and something I know that your 
committee and you would have in mind—that you certainly want to 
stop bad practices, but, on the other hand, in our free society you have 
to allow people to present their views, and you have to make a very 
fine determination as to what is good and what is bad in these fields. 
It is not going to be easy. 

Mr. Héserr. But don’t you recognize in this area some subtle at- 
tempts to advance the cause ? 

Admiral Raprorp. Certainly. 

Mr. Héperr. To get the pressure put on the Members of Congress? 

Admiral Raprorp. You are going to have that. I mean no nation 
can be composed of people that are 100 percent perfect. 

Mr. Héverr. Well, of course. I think the question answers itself, 
because the President himself became annoyed at it. It was the Presi- 
dent himself who really put the fat in the fire as to why this particu- 
lar investigation has been so pointed up in the public mind today. 

So it shows that he was thinking it was a good thing. 

Now, this is the question I wanted to ask you. Of course, I think 
the answer would be obvious. Knowing human nature as you do, and 
having been associated and commanded men as you have, you wouldn’t 
make the statement that there has been no attempt on the part of 
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former civilian or retired officers to use their acquaintanceship and 
their friendship to advance their cause? 

Admiral Raprorp. You mean of my knowledge ? 

Mr. Héserr. To your knowledge—you can say you know of none 
to your knowledge, but would you say in this great area there is no 
violation of that code of ethics? 

Admiral Raprorp. Well, I would like to say that since World 
War II, I have had some very important positions. I was the De uty 
Chief of Naval Operations for Air. Then I was the Vice Chief for 
Naval Operations. Then I was the commander in chief of the Pacific, 
And I came back here as Chairman. 

I can’t recall a single instance where anybody came in and tried 
to influence me or attempt to influence me. It may have been because 
it never occurred to me that anybody could influence me. I was 
perfectly willing to listen to people who had something to talk about, 
And I think that is generally the approach that civilians and officers 
in high places have. They have to listen to people who want to come 
in and talk about something. 

Now when they begin to exercise influence is a matter that is very 
difficult to determine. When a conversation of that kind has an ulte- 
rior motive, or is sinister in that respect—how are you going to get 
information? Many of these oflicers and civilians have to canvass 
the whole field. They listen to all sorts of briefings. They have to 
educate themselves so they can make their decisions. 

I would say that generally speaking the amount of influence that 
is exercised directly on individuals as influence is very small, but I 
couldn’t say it doesn’t exist. 

Mr. Héperr. That is it. I don’t think you could. I think Mr, 
James Baar, in “Missiles and Rockets,” a magazine in which I read an 
article, put it very well. He said 2,500 years ago Plato and some of 
his chums were gathered at Athens and the one question they were 


trying to settle was what is influence. That was 2,500 years ago, and 


it hasn’t been settled yet. 

So you see the difficult area in which we find ourselves. All we are 
trying to do is get the specifics. 

In your case you say you know of no specifics. Of course, being 
mature people, we have to admit that it could exist and may exist in 
some parts. 

Does any member want to examine the admiral? 

Mr. Hess. No. 

Mr. Hézert. Now, Admiral, since you are here, we want to ask you 
some other questions which are ‘pertinent. 

You are retired and have retired pay. What is your retired pay! 

Admiral Raprorp. I think it is about $12,000 a year. 

Mr. Hénert. In round figures, $12,000 a year. 

Admiral Raprorp. $1,072.18 a month. "That is before they take off 
the deductions, I might add. 

Mr. Hénert. You and I know something about that particular 
situation. 

Are you employed at this time ? 

Admiral Raprorp. Yes. 

Mr. Héserr. By any defense contractor, as a member of the board 
of directors or in a consultant capacity ? 


~ 
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Admiral Raprorp. Of course it is very hard to say whether or not 
a company does any business for the Government. If that is what 

ou mean, by defense contractors. However, I am a director of the 
Worthington Corp. and I am a director of the Philco Corp. 

Mr. Hezerr. The Philco Corp. is listed among the 100 top defense 
contractors. 

Admiral Raprorp. Yes, sir. 

Mr. Héserr. Yor are a director of the Worthington? Is that 


listed. 

Admiral Raprorp. The Worthington Corp. 

Mr. Héserr. I don’t think that is listed, at least in the 100 top. 

Admiral Raprorp. They do some Government business, but it 1s not 
a major part of their interest. 

Mr. Hérerr. But Philco is listed. Now, you are a member of the 
board of directors ? 

Admiral Raprorp. I am a member Of the board of directors of the 
Philco Corp. and the Philco International Corp., which is a separate 
corporation that handles their international business. 

Mr. Héserr. Well, the Philco Corp. is the one to which we refer. 

What fees are you paid as director of that organization ? 

Admiral Raprorp. I am intending to list those for the committee. 
But I would prefer not to testify in detail as to that. On the other 
hand, you can send somebody down and look at the accounts. 

Mr. Hésertr. You have not answered our question yet. 

Admiral Raprorp. I have it here, but I haven’t mailed it. I have 
been away and it has been drafted up. 

Mr. Hesert. Well, Admiral, in the area of the Philco Corp., I think 
we would have to know what moneys you received from them, since it 
is one of the top defense contractors, and it is public money. 

Admiral Raprorp. In the question that you have asked in your ques- 
tionnaire, my answer, as typed out here—and I can leave the copy 
up here if you want to. My answer is: 


My compensation, always fixed and in no wise contingent or on any percentage 
basis, differs with each of the above-enumerated concerns. 


And I have listed the ones that I have. 


However, my records of receipts are open for inspection by the committee, or 
its duly accredited representatives at any mutually convenient time. 

Mr. Héperr. Well, again, Admiral, in connection only with the 
Philco, since it is listed as one of the 100 top manufacturers, and is of 
public money, the committee would have to again ask you what moneys 
do you receive from them? 

Admiral Raprorp. $12,000 a year. 

Mr. Héperr. $12,000 a year. 

In asking these questions, I again want to emphasize, Admiral, not 
only for you but other witnesses who will appear after you, that the 
committee is not trying to embarrass you in any way at all, but it is 
the public right to know where public moneys go. 

(Admiral Radford nods.) 

Mr. Hépert. And the facts speak for themselves. We make no 
comment on the amount of money and draw no conclusions until we 
have this whole picture in. But it is very important that we do 
know figures where the public money is involved. 
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Now, your duties as director: What do you do? 

Admiral Raprorp. I attend the directors’ meetings every month, 

Mr. Héserr. Once a month? 

Admiral Raprorp. Yes. 

Mr. Héperr. Do you do any other duties besides that ? 

Admiral Raprorp. Well, I am generally available for answering 
questions. I am primarily interested in the international field. That 
is why I went with them as a director. 

Mr. Hésert. Any questions on that subject ? 

Mr. Hess. No. 

Mr. Héserr. Wait, let me ask one other question. I think you are 
currently Acting Chairman of the Joint Chiefs of Staff? 

Admiral Raprorp. No. 

Mr. Héserr. In General Twining’s absence. 

Admiral Raprorp. I could do that. I am an adviser to the Secre- 
tary of Defense. 

Mr. Héserr. Adviser. 

Admiral Raprorp. During the absence of General Twining. 

Mr. Héserr. Do you receive any compensation for that? 

Admiral Raprorp. No. 

Mr. Hézerr. No compensation. Purely a voluntary basis on that? 

Admiral Raprorp. Yes. 

Mr. Héverr. Have you been called up to serve on any other com- 
mittees ? 

Admiral Raprorp. Yes. I served on a great many committees, I 
think I will have to move out of Washington, if I want to get out of 
that kind of work. 

Mr. Heéserr. And you receive no compensation from these other 
committees ? 

Admiral Raprorp. I have not, no. 

Mr. Héperr. Mr. Hess. 

Mr. Hess. Mr. Chairman, I would like to read into the record at this 
point a colloquy between Mr. McElroy, the Secretary of Defense, and 
Mr. Raymond of the New York Times, which occurred at a press 
conference on June 18, in which Mr. Raymond said: 


Will Admiral Radford leave his present status as adviser when General 
Twining returns? 


Secretary McElroy said: 


Yes, he will. Admiral Radford is here for the purpose of providing kind of a 
non-service-connected advice to the Secretary and to the President during the 
time that the Chairman of the Joint Chiefs of Staff is disabled. Admiral Rad- 
ford doesn’t particularly desire to stay. He is willing to stay. He is here ona 
noncompensation basis, and I think is a true patriot. 

I just wanted the record to show what the Secretary of Defense 
had to say about his present position, Mr. Chairman. 

Mr. Heéserr. Mr. Winstead ? 

Mr. Wrinsteap. No questions. 

Mr. Héperr. Mr. Fisher. 

Mr. Fisner. Admiral, would you mind commenting on this ques- 
tion of what restriction should be placed upon retirees, civilian and 
inilitary, who go into industries that have contracts with the Govern- 
ment # Whether there should be a time limit before they are permitted 
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to participate in negotiations for Government contracts, and things 


| of that kind ¢ 


Admiral Raprorp. Well, Mr, Fisher, in the first place you know 
[am not a lawyer. I would say that today 1 am much better pre- 
ared to answer that question than L was when | got it on the radio 
broadcast. 

My feeling is—in the first place, the rules ought to be the same for 
all the services. I think it is unfair to have a different law for the 
Army and the Air Force than for the Navy and the Marines. 

I think that the restriction is proper in connection with the selling, 
direct selling, of material to the big military departments, for a limited 
period of time. And I think the 2-year period is probably as good as 
any. 

{ think, again, that whatever period is selected should be the same 
period that applies to other Government officials in their relationships 
with the Government. As far as I know, the 2-year period seems to 
be pretty well accepted. 

| think the law has to be probably a little clearer as to what they 
mean, or what it means by selling. Because | think that recent de- 
cision by the Comptroller General, he has carried it much further than 
ismy understanding was the intent of Congress when the restriction 
was placed on them. 

I think that that simply could take care of the situation, or what 
concerns this committee. 

Mr. Fisurr. There certainly should be no prohibition against per- 
sons simply because they happen to have been in a high position in the 
military or civilian circles in the Government, in regard to their tak- 
ing employment with private industry, as a general proposition. 

A amiral Raprorp. I would say there should not be. And I would 
say that as far as senior officers are concerned, their employment is 
sought mainly for their ability to give advice on planning. They are 
not as familiar with the details as the young officers who are in the 
technical fields. 

What would happen if you placed too much restriction, in my opin- 
ion, would be that the brighter officers, the ones who may go to the 
top eventually, would simply resign at an earlier age. They can go 
into industry and get far more retired pay than they can hope to get 
when they finish out a military career. 

Mr. Fisuer. I think that is all. 

Mr. Hess. Mr. Chairman. 

Mr. Hésert. Mr. Hess. 

Mr. Hess. Admiral, how long have you been retired now’ 

Admiral Raprorp. Almost 2 years. 

Mr. Hess. I would imagine that a man with your ability and the 
knowledge that you have gained, and your background, must have had 
many, many offers from defense contractors at the time of your re- 
tirement, did you not? 

Admiral Raprorp. Yes, I did. I could have gone on the board of 
directors of other companies. 

Mr. Hess. Defense contractors, a lot of defense contractors? 
Admiral Raprorp. Yes. 

Mr. Hess. That is all. 
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Mr. Héserr. Admiral Radford, I understand in the area of re. 
strictions on retired officers, that you do advocate or agree with a 2. 
year, cooling-off period before employment ? ; 

Admiral Raprorp. Well, only in relation to direct selling, where 
there might be the implication that immediately after retirement there 
was a connection of personal friendship that might influence actions 
down there. 

Certainly after 2 years I think the shuffle in all these departments 
is great enough to eliminate any personal angle. And that is the 
only reason. : 

I might say in connection with the answer that I just gave to Mr, 
Hess: I was not approached by defense contractors before I retired, 

Mr. Hess. No. 

Mr. Héserr. We understand that. 

Admiral Raprorp. By my answer, I don’t mean to say that I didn’t 
go with defense contractors because I thought it was wrong. 

I had already made my plans, those plans that I had. So when I 
received some of the offers, anyway, from defense contractors, I didn’t 
care to take on any more work. I don’t think there was anything 
wrong in my accepting them if I had accepted them. 

Mr. Hess. I didn’t mean to imply any wrong, in my question, not 
at all. 

Admiral Raprorp. No. 

Mr. Hépserr. Now the fact that you do subscribe to the idea of a 2- 
year limitation on selling, as you say, if we can ever get a definition of 
what selling is. Mr. Gates the other day testified that the No, 1 
salesman of the company was the president, and the No. 2 salesman 
was the chairman of the board. So we draw from that that the retired 





individual would be barred from the presidency or the chairmanship | 


of the board, under his interpretation, or his statement of selling, 
Would you go that far? 
Admiral Raprorp. I don’t know what Mr. Gates was talking about, 


I think that the president or the chairman of the board certainly | 


controls policy and direction, but I wouldn’t say that he is engaged 
in direct selling, very often. 

Mr. Hésert. Well, Mr. Gates didn’t say direct selling. There, again, 
is the nebulous and illusive area in which we find ourselves, in what 
is “direct selling.” 


Admiral Raprorp. Well, I think you are going to have difficulty | 
in determining how to word a law so that you won’t be going too far | 


in one respect. You have to remember this defense effort of ours has 
to be good. We can’t tie our hands so that good ideas or good equip- 
ment isn’t picked up and used as soon as it is available. And we do 
have to be on the alert. 

There is a great deal of research and a great many new ideas come 
up in industry that have to be passed on to the Defense Department— 
I say they should be. And it is sometimes very difficult to get a new 
idea or a new device brought to the attention of people down there. 

So maybe sometimes the head man might have to go down himself. 

Mr. Hesert. To sell the idea? 


Admiral Raprorp. To show what he has, to be able to explain it, 


to somebody that can do something about it. 
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Our system doesn’t lend itself easily to the situations that we face 
inthe world today. In other words, if we place too many restrictions 
on ourselves we are going to be in trouble. 

Mr. Héverv. Well, of course, in some companies, the higher pres- 


_ gure companies—not defense companies, but, for instance, appliance 


companies, or real estate companies, or automobile agencies, there is 
always the man in there who is the close-out man. 

Admiral Raprorp. Yes. 

Mr. Héserr. He is not the salesman. He doesn’t actually do the 


| glling. He comes in and puts the final punch over. He in effect, 


really does the selling. But he doesn’t actually sell. The salesman 
sells. 

Now in that area would there be a danger of retired military and 
civilians coming in to be that punch salesman ? 

Admiral Raprorp. I suppose so, sometimes. 

Mr. Héserr. That is the dangerous part. That is the area that we 
are trying to explore completely, to find out exactly what can be done, 
if anything can be done. I did not take the position that this is a 
boom or bust investigation or inquiry. To some people it probably 
will be a bust if we don’t crucify somebody. Well, to those people 
I will say it is a bust right now because we are not going to cruci 
anybody. We just want to get the facts out on the table. And it 
vil be a successful inquiry if we come up with some type of solution 
or attempt to solve this most perplexing and complex problem. 

Mr. Courtney, do you have any questions? 

Mr. Courtney. I have just one question, Admiral. 

I take it from your emphasis on the 2-year restriction as being a 
reasonable time within which the tours of duty would end in the De- 

rtment of Defense under normal military procedures, when places 
would shift. What do you have to say or do you care to comment 


_ upon the Navy statute which is a continuing restriction 


Admiral Raprorp. I think it is very unfair to have a different status 
for the Navy. 

Mr. Courtney. Well, any time a naval officer, after retirement, un- 
der the present statute, is engaged in selling or negotiating 2 years or 
longer, he is barred from receiving retired pay. 

Admiral Raprorp. Yes; that is right. 

Mr. Courtney. Do you have mapeing that reaches the problem, 
touches the problem, or is a solution ¢ 

Admiral Raprorp. I think it is very unfair to have such a long-term 
prohibition. 

Mr. Courtney. In other words, your opinion, then, is that the 
normal tours of duty, ending in 3 years, as they usually do, would 
mean that within a period of 2 years, probably, the old friends would 
have shifted ? 

Admiral Raprorp. Well, my experience and my feeling is that re- 
tired officers have much less influence in the departments than you 
might think. I don’t think that they bother anybody particularly. 
When you are retired, you are really out of the picture. 
eh Winsteap. If I may, you are about like an ex-Member of 

ngress. 

Admiral Raprorp. What? 
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Mr. Winsteap. You are about like an ex-Member of Congress, 

Admiral Raprorp. I think so. 

I might say in answer again—I was thinking about what I said to 
Mr. Fisher. 


There is one other situation I didn’t know about until about 10 | 


years ago. At one time while I was commander-in-chief in the Pacific, 
the Interior Department, having taken over the trust territory, was 
looking for governors of these islands, these various islands—island 
governors. One naval officer who had been a governor, and then had 
retired, was willing to go back as a governor, and they wanted him 
to go back. He found out that he couldn’t go back. He couldn't 
accept that job from the Interior Department without completely 
eliminating himself from the retired list of the Navy. He was willing 
to go out there and be the governor, and not get any retired pay while 
he was there, but when he finished he wanted to come back and bea 
retired officer. 

Under the law, if he accepted that job with the Interior Depart- 
ment, he was off the retired list for the rest of his life, which I think 
is a very silly prohibition. 

And I have since found out that that applies in a great many 
cases where the employment would be with Government agencies. 

It isn’t just losing the retired pay temporarily; it is completely 
eliminating yourself. 

Mr. Héperr. Well, that is the problem that Mr. Winstead sug- 
gested. The ex-Member of Congress, of course, is a dead duck. 

Admiral Raprorp. He gets good retired pay, doesn’t he ? 

Mr. Héserr. He pays for it. He contributes to it at the rate of 714 
percent. Also, he doesn’t forget his old friends in Congress. 

I am sure he does a good job, where his old friends can help out a 
bit. That has been done, and we know it. There is always a fertile 
field in that area for any ex-Member of Congress who has ability to 
latch on to some of the industries that do a little professional good 
will work. I think the same would apply to the retired military, 
Admiral. They always remember their classmates. Also, they re- 
member the man who recommended them for promotion or who was on 
the selection board. 

Let us be practical about it. That is human nature. 

Admiral Raprorp. And they probably contributed a good deal. 

Mr. Heéperr. I am sure they contributed a good deal, or else they 
wouldn’t have been selected to higher positions. 

Admiral, I want to thank you on behalf of the committee. But, 
again perhaps overemphasizing, but not overemphasizing too much, 
your appearance here this morning has set a pattern for what we are 
attempting to do; that is, to clarify and clear up the atmosphere. 
You perhaps were a little irked when we had to call you before the 
committee, and so will other retired individuals, but we have to run 
the risk of even irking our friends to get the facts out on the table. 
If we can get this testimony from the people themselves, then we have 
done a service to the country. As I said before, we are not looking for 
victims; we are only looking for facts. 

I appreciate your appearance here today and the contribution that 
you have made. 

Admiral Raprorp. Thank you, sir. 

Mr. Héverr. Mr. Stratton. 
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Mr. Stratton, we will be pleased to hear from you. Identify your- 
self for the record, please. 


STATEMENT OF HON. SAMUEL S. STRATTON, A MEMBER OF 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Srrarron. Mr. Chairman, my name is Samuel Stratton. Iam 
a Member of Congress from the 32d District of New York. 

Mr. Chairman and members of the committee, I am also a mem- 
ber of the Armed Service Committee, I might add, with a feeling of 

ride. 

mM appreciate the opportunity to appear before this subcommittee 
today in connection with the broad question of the employment of 
retired governmental personnel, both military and civilian, in the 
field of defense contracting. I have no special interest in this field 
except, Mr. Chairman, that I happen to be a Reserve officer in the 
Navy and I do represent a district which includes two major defense 
manufacturing concerns, the General Electric Co. and the Alco Prod- 
ucts, Inc., both of Schenectady. Because Schenectady is an area 
which has been most heavily hit by unemployment, our people are 
naturally concerned about any action that might further impair the 
likelihood of a fair share of the employment connected with the 
defense industry from coming into our area. 

This subject arose in the first instance, if my recollection of the 
chronology is correct, in connection with the employment of retired 
military personnel, and it came to a head on the floor of the House on 
June 3 in an amendment offered by my friend and colleague from New 
York State, Congressman Santangelo, to the Defense Department 
appropriation bill for fiscal 1960 providing that no defense funds 
could be expended for the payment of any contract with any firm 
which employed retired military or naval officers of general or flag 
rank who had been retired for less than 5 years. Although the amend- 
ment came to the floor in the course of debate and was entirely un- 
expected, I believe the record will show that I was the only Member 
of the House to rise and speak out against it specifically on the merits. 

I might add, Mr. Chairman, that I am increasingly proud of that 
distinction as the weeks go by. 

The amendment failed by a single vote, as you already pointed out, 
Mr. Chairman, on a division of the House, but only after the chair- 
man of the Defense Appropriations Subcommittee, Mr. Mahon, had 
indicated that he felt the subject raised by Congressman Santangelo 
should be fully explored by this committee rather than be tacked on 
hastily to a major appropriation bill. Since the committee is now 
inthe process of undertaking the inquiry to which the gentleman 
from Texas referred, my only purpose here is to restate most emphati- 
cally the opinions that I expressed on the House floor at the time 
the original suggestion was made, and to offer to this subcommittee, 
most respectfully, my own suggestions as to the proper course that 
this investigation should take. 

In my judgment the amendment originally offered by Mr. San- 
tangelo was unwise and unsound. It could only have had the result 
of damaging many entirely innocent retired officers, and it would have 
had a most disastrous effect on the conduct of our whole defense pro- 
gram—not only in my district of Schenectady, which is quite obvious, 
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but elsewhere throughout the country. And when you talk about 





defense contractors, I think we ought to make it clear, Mr. Chair- 
man, that nowadays practically everybody is a defense contractor; _ 
and if they aren’t one they are trying very hard to become one, [ 
think most of us in Congress are aware of that fact. 

scp this committee, Mr. Chairman, would not, I am sure, desire | 
to do anything to impair the defense program or to cause injustice to | 
be done to loyal officers of our armed services who have completed their | 
service and have retired pursuant to law. 

The original amendment appears to have been offered on the as- | 
sumption that retired officers who have gone to work in defense plants | 
are, if not always at least in most cases, utilizing their knowledge of | 
defense matters and their acquaintances among defense personnel to | 
the detriment of the Government, the taxpayers, and the defense pro- 
gram asa whole. The suggestion has even been made that thousands | 
and perhaps millions of dollars might be saved, without any impair- 
ment whatsoever in our national defense, if retired officers were barred 
completely from any position in a defense contracting organization. 

I might add, Mr. Chairman, that just yesterday I came across a | 
headline in one of the papers circulated in my district, the Bingham- | 
ton Press, of Wednesday, July 8. The headline reads as follows: | 
“Ex-Officers’ Influence Cost Put in Millions.” This refers, I might 
say, to the testimony of the Senator from Illinois before this com- | 
mittee the other day. I don’t recall that he said exactly that. But | 
that is the impression that is being created by some of the charges that 
led to this investigation, and perhaps the committee might desire to | 
have this article included in the record. 

I am not aware whether any evidence exists to support such a | 
charge. In fact, I might add parenthetically, Mr. Chairman, that | 
I have been somewhat amazed in following the hearings for the past | 
few days to find how little actual evidence there is to support these 
charges even by those who have made them originally. 

A chapter of a book, and something that somebody has said anony- 
mously, and that seems to be about it so far. 

It may well be that there are instances where retired officers have 
used their abilities improperly to the detriment of the country and 
at a waste of the taxpayers’ money. That, of course, will be one of 
the things to which this committee will address itself in the course of 
this inquiry. But it would be my own feeling that such instances 
of a betrayal of trust will be very few and far between, and that as 
a general rule it may be assumed that the retired officers of this 
country, regardless of their rank, are loyal, honest, and conscientious 
individuals who are no less anxious to serve the interests of their 
country after their retirement than when they were in uniform. 
Certainly those retired officers who now occupy positions of impor- 
tance in the General Electric Co. and Alco hs ere in my home 
city—and there happen to be a substantial number of them—most 
definitely meet this standard. 

I might add, Mr. Chairman, that as far as their influence is con- 
cerned, I am not sure that they have very much. 

I recall that a couple of years ago when I was mayor of the city 
of Schenectady I enlisted the help of some of these officers to per- 
suade the Navy Department to name their new nuclear-powered 
guided missile cruiser the Schenectady. The Navy has never had 
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a ship of the line named after our = I can only add, Mr. Chair- 
man, that the Navy ended up by calling the new cruiser the Long 
Beach; and New York seems to have been losing out to California 
ever since. 

And so I believe it would be a grave mistake if this committee were 
to proceed on the assumption that there is something inherently wrong 
with a retired officer going to work for a defense contractor, and I do 
not believe that the committee intends to create any such impression. 
On the contrary, there would seem to be evidence to suggest that this 
kind of procedure is actually extremely helpful to the national defense. 
In the rst place, the defense contractor greatly benefits from the 
advice and recommendations of individuals who have spent their 
lives in the defense field. How better could a civilian manufacturer 
understand the requirements of the defense program than with the 
help of someone in his own company who ed been closely connected 
with that kind of program? In the second place, what more natural 
thing for a retired officer to do than to find retired employment in the 
field with which he is most directly familiar and in which he has spent 
his life? All of us, as members of the Armed Services Committee, are 
well aware that the retirement income for officers is not excessive. 
Most of our officers are retiring these days at comparatively young 
ages, many while their families are still in the process of completing 
their education, which is the period of heaviest demand on one’s in- 
come. To expect that a retired officer should live and provide for his 
family entirely on his retirement pay is, of course, completely unreal- 
istic. Only recently our committee approved the Navy hump legis- 
lation which would force senior officers out of the service earlier than 
they would normally expect to retire, and we acknowledged the eco- 
nomic burden this would place on them by providing for the payment 
of a special separation bonus to such officers, 
th. might add, Mr. Chairman, I hope the other body will leave that 

nus in. 

Many of these officers, by the way, though in the rank of captain, 
will be promoted to flag rank upon their retirement, and therefore 
would fall within the terms of the original Santangelo amendment. 
Wouldn’t we be causing them a grave injustice to force them out of 
uniform ahead of the normal period of time and then foreclose auto- 
matically to them the one civilian field where they would be most 
likely to find employment ? 

Actually, if our defense program is to succeed—and judging from 
the continuing behavior of the Soviet Union we will have a defense 
program of some magnitude with us for a long, long time to come— 
then, in my judgment, there must be the closest possible liaison and 
understanding between those in the military service and those in the 
manufacturing field. How better can we hope to achieve this neces- 
sary liaison than by means of a free and untrammeled interchange of 
personnel ? 

Admiral Radford has just mentiond that he feels that these officers 
serving in this capacity are performing a public service, and, on the 
whole, Mr. Chairman, I think that that point ought to be recognized 
and emphasized by this committee. 

We have been told that some 721 employees are involved in defense 
contracting firms, and that this fact somehow all by itself is something 
which is “smelly.” 
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I think that this is a strange interpretation when we recognize real. 
metre, § the requirement, the highly complicated requirements of our 
national defense, and the need to employ men who are best qualified in 
those complex fields. 

If there are abuses then, of course, Mr. Chairman, as you have 
already emphasized, these should be dealt with. But it would be m 
recommendation that any legislation designed to prevent any es | 
abuses be directed toward the specific abuses the committee uncovers 
rather than toward retired officers and defense contractors generally, 
Surely, we need not throw out the baby with the bath. This wag 
the basic flaw in the Santangelo amendment; and had it been enacted, 
the whole defense program would have ground to an abrupt stop, not 
only in my district but elsewhere. 

I might add here, Mr. Chairman, that I have been pleased to see 
that in the course of these hearings the approach to this problem has 
been considerably narrowed and refined from the original amendment 





offered by the gentleman from New York. But because that amend- | 
ment started the whole fracas and because there is apparently a good | 


deal of emotional charge behind that original kind of an amendment, | 


I think we need to consider the Santangelo amendment in some detail, 
even though it was offered without any really substantial or specific 
evidence so far presented to this committee to back it up. 

Specifically, the implication that retired officers employed in defense 
establishments is a bad thing would seem to be based on the assum 
tion that defense contracts are awarded by one or two individuals, 
in which case personal friendships and individual favoritism might 
be controlling. Frankly, my own limited experience in this field Kas 
been that this is not the case, that before any contract can be awarded 
the decision must pass through many different hands and many dif- 
ferent boards. Personal acquaintances might well enable an individ- 
ual company to grasp more quickly defense department requirements 
and be able to locate more readily the first stage in the procurement 
process, but they would not be likely to have any decisive influence 
on the outcome. 

I might say that usually that is about all that a Congressman can 
do, too, Mr. Chairman. We may be able to cut through some of the 
redtape, but I doubt that very many of us have very much influence 
on final decisions; and we are supposed to be even more influential 
than retired officers. 

I would therefore respectfully suggest that the committee direct 
its attention to this particular procurement field. If it develops that 
important contracts can be awarded by single individuals on the basis 
of nothing more substantial than favoritism, then in my judgment 
corrective legislation ought to address itself to the contract-awarding 
machinery of the Defense Department to insure a close check on the 
actions of any single individual. 

In that connection, I might say that I think the suggestion advanced 
yesterday by my friend and occasional constituent, because he is up 
in my district almost as much as he is down here, Admiral Rickover, 
strikes me as a very fine one—the idea of making periodic reports of 
contacts between procurement officers or high officers and those repre- 
sentatives from julien contractors. In other words, my feeling is 


that the legislation, as well as this investigation, ought to be directed 
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toward the procurement end of the Defense Department, rather than 
the other way around. 

And I think we ought also to realize that contracts are awarded by 

rocurement officers, and that the people whose names have been ban- 
died around in connection with this investigation, including the dis- 
tinguished officer who appeared here a moment ago, are line officers, 
who, in the service, are not directly and primarily concerned with 
rocurement. 

In that connection, I might invite the attention of the committee— 
no doubt the committee is already aware of it—to the very fine article 
that appeared in the New York Times, I think on July 7, by Mr. Han- 
son W. Baldwin, which I introduced in the appendix of the record 
yesterday. It goes into some of these details, and I think makes some 
very worth while suggestions in this field. 

These, Mr. Chairman, are only tentative suggestions, and I make 
them with some hesitation in view of my status as a very junior mem- 
ber of this distinguished committee. I know that the subcommittee 
has very broad experience in the whole field of defense procurement 
which cannot be duplicated by any individual member. But what 
disturbs me most about this investigation, Mr. Chairman, is what I 
might describe as a cloud no bigger than a man’s hand, a suggestion 
that we in America may gradually be moving back toward the view of 
a bygone day that might best be expressed by the term “the devil 
theory of war.” I had though that, as a result of our experiences 
in World War ITI and our experience during the cold war that has 
followed it, we had at least grown out of the rather naive assump- 
tions that were prevalent in the 1920’s and 1930’s that the military 
operations of World War I were not the result of broad political, eco- 
nomic, and social forces at work, but rather were the result of the 
schemings and machinations of one or two sinister and evil individuals. 

I hope, Mr. Chairman, we are not today allowing ourselves to fall 
into the same trap by implying that the heavy financial and psycho- 
logical burdens of continuing to stand up against the massive threat 
of Soviet communism are not the result of equally massive political 
and economic forces at work in the modern world, but rather have been 
caused by the evil machinations of just a few individuals, and that when 
these individuals are removed we can live quietly and easily and 
cheaply once more. Can we honestly believe that there is some sort 
of “devil” explanation of this kind for the high cost of military 
budgets? Can we honestly believe that if we only push aside one 
or two retired generals or admirals we can provide for our military 
security on a painless and almost costless basis ? 

As a boy, I grew up in a day, Mr. Chairman, when the professional 
nilitary men of this country were not held in very high regard. It was 
quite fashionable when I was in college to sneer at anyone in uniform 
and to assume that no individual worth his salt would ever be so silly 
as to consider a professional military acreer. I hope, Mr. Chairman, 
we never go back to that kind of thing again. Thank God that in spite 
of that common view we had able career officers ready when World 
War IT came to win the victory for America. And unless we can con- 
tinue to attract and retain in our armed services the ablest and most 
competent men and women to solve some of the fantastically complex 
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problems that confront us in maintaining our national security, we 
will be in desperate straits indeed in the years ahead. 

Let this subcommittee certainly root out all evildoing that may exist. 
But let us not also lend ourselves, even unwittingly, to the support of 
any campaign that would suggest that those who have dedicated their 
lives to the defense of their country are actually men and women who 


are undermining it. Let us do nothing that will, even indirectly, — 


discourage wise and intelligent men and women from going into the 
career service of our country. Let us instead recognize that this Na- 
tion has indeed a right to expect those who have served in uniform to 
continue to make their skills available to the defense of their country 
in one capacity or another as long as life and breath permit. 

Mr. Heserr. Thank you very much, Mr. Stratton. 

I may point out one thing that you have said. Of course, the com- 
mittee is in complete accord with the philosophy of the conduct of 
these hearings that you have expressed, and I think we have indicated 
that as much as we can possibly do. 

In reference to Mr. Hanson Baldwin’s piece in the New York Times, 
I had the opportunity of reading it and I am glad that you inserted 
it in the record, because he certainly does again bring to the attention 
of the public the difficulty that this committee is men 
which we recognize. 


As you exhibited, for instance, the headline from your hometown | 


newspaper, I think it said—read that again, will you, please, sir? 
Mr. Srratron. It said—— 
Mr. Hésert. The banner line. 
Mr. Srratron (reading) : 


Ex-Officers’ Influence Cost Put in Millions. 


Mr. Hésert. That is across the front page of a paper. 

Mr. Srratron. Well, it is not the front page, Mr Chairman, but it 
is one of the main pages inside. 

Mr. Hésert. Well, there particularly is a typical example—and I 
do not place the fault entirely on the headline writer there. But I 
must recognize the fact that I dare say 99 out of 100 subscribers of 
that newspaper didn’t read the article to evaluate for himself what the 
testimony was, but instead accepted that headline as a statement of 
fact. It is a weakness that we all have, and it is a weakness I think 
particularly the American public has, of accepting the headlines or 
accepting the statement of the commentator on radio or televisio 
which is his opinion—accepting those statements as facts instead o 
opinions. And anybody wha read that headline will walk away and 
will argue until doomsday the accuracy of the statement, accepting 
it as a fact, without even reading the story. 

Mr. Courtney ? 

Mr. Courtney. I have no questions, Mr. Chairman. 

Mr. Hésert. Mr. Hess? 

Mr. Hess. No questions. 

Mr. Hésert. Mr. Winstead ? 

Mr. Winsteap. No. 

Mr. Héperr. Mr. Norblad? 


Mr. Norsxap. Is that a press wire story, or written by a correspond- 


ent or what? 


onted with, and | 





ture! 
two ¢ 
ment 


shou 
the | 
influ 


guar 








rd- 


RETIRED PERSONNEL IN DEFENSE INDUSTRY 133 


Mr. Stratton. It simply says, Mr. Norblad, “By Press Wire Serv- 
ices.” I might read the first sentence, which also I think incorporates 
some of this idea, although not quite in the same way: 

Senator Paul H. Douglas, Democrat, of Illinois, charged today that former 
high-ranking military officers hired by defense industries may have influenced 
the Government out of millions of dollars. 

I listened to the Senator’s testimony, and I don’t think he said that. 
But he did talk about renegotiation, and he did talk about the possi- 
bility of influence, and somebody put the two together. 

Mr. Norsiap. That is all, Mr. Chairman. 

Mr. Hésert. Mr. Fisher? 

Mr. Fisuer. Mr. Stratton, what do you think would be the practi- 
cal effect, if, say, unreasonable restrictions were placed upon retirees, 
military and civilian, in industry that does contracting business with 
the Government ? 

Mr. Stratton. Well, my own feeling, Mr. Fisher, would be that in 
the first place you would probably discourage young men from going 
into the military service if they felt that they couldn’t get a job in 
business when they got out, because nowadays you have to look pretty 
hard to find a company that isn’t connected in some way with defense 
or isn’t trying to claim that it is connected in some way with defense. 

I think the other possibility is the one that Admiral Radford men- 
tioned a moment ago that if you try to put the restrictions on in terms 
of rank then the younger men are perhaps going to get out earlier, 
even before the Government has had a full opportunity to utilize 
their services in the higher grades. 

Mr. Fisuer. Probably after the Government has spent possibly 
hundreds of thousands of dollars in training them ? 

Mr. Srratron. Yes, sir. 

Mr. Fisuer. To achieve efficiency and to make better contributions 
to the defense effort ? 

Mr. Srratron. That is correct. And I think the third thing is that 
the defense industries would be greatly hindered if they couldn’t 
utilize people who were familiar with the kind of thing that the De- 
fense Department is interested in. 

I found that true, for example, in my area. We in New York State 
are intensely interested in getting more defense contracts. I mentioned 
that we have been conducting a somewhat friendly competition with 
California, because in the past few years more of them have been going 
out there than have been coming to New York. And we have been 
trying to get people in our area interested in doing something for the 
Defense Department. And most of them, the smaller contractors, are 
afraid of the redtape. They don’t know what the Defense Depart- 
ment wants. They don’t know how to provide it. These retired of- 
ficers can, I think, perform a highly valuable service in helping to 
bridge this gap. e can’t erect a stone wall between the manufac- 
turers of this country and the military departments and say that the 
two e never meet, or else we are going to be in trouble, in my judg- 
ment. 

Mr. Fisurr. Your thinking is that while, on the one hand, we 
should take such steps as may be practical and necessary to protect 
the public interest against so-called undue influences, or improper 
influences exercised by retirees, at the same time we should be on our 
guard against doing anything that might deprive the Nation of their 
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brainpower and their learning and their skills, that they have acquired 
during their careers ¢ 

Mr. Srratron. That is it, exactly, Mr. Fisher. I deplore the shot- 

n approach. I think if we can focus on the specific area where 
these influences are likely to be exercised, and put a little spotlight of 
publicity there, that would be very helpful. 

Mr. Fisuer. Thank you. 

Mr. Srratron. Without damaging the other aspects of the program, 

Mr. Fisuer. That is all, Mr. Chairman. 


Mr. Héserr. Thank you very much, Mr. Stratton, for your appear- 


ance here this morning, and your contribution. 

Mr. Srratron. Thank you very much, Mr. Chairman. 

Mr. Héserr. Mr. Courtney, you have a statement? 

Mr. Courtney. Mr. Chairman, the subcommittee had announced its 
meetings to resume on Tuesday of next week. 

There will be a meeting of the full committee on Tuesday, the 14th, 
Therefore, the subcommittee will resume its hearings on the Weapons 
Management System of Contracting on Wednesday, July 15, in room 
301. The hearings on this subject will resume, then, on July 21. 





Mr. Hézerr. I may say, Mr. Stratton, in parting, in connection | 


with your comments on procurement activities of the Defense De- 
partment, as you well know this committee has been addressing itself 
to that subject for 8 years, ever since its creation, in trying to bring 
some order out of chaos. It has been a rather frustrating job. Espe- 
cially when the Defense Department insists on operating under emer- 
gency legislation declared for the Korean war by President Truman 
and it has never been taken off the books. 

So, in effect, the procurement laws and the procurement regula- 
tions are suspended under that emergency edict, which makes it a most 
difficult problem to bring into line, a straight line, the method by 
which procurement is conducted by the military. 

This committee is fully cognizant and the hearings we will have 
next week will address itself more in that direction. 

Thank you, Mr. Stratton. 

Mr. Srrarron. I might say, Mr. Chairman, that I am aware of 
that, and I think in my judgment the committee has done an outstand- 
ing job. I think the feeling throughout the country is this is one of 
the oustanding investigating committees of the Congress, and if all 
of them were conducted as ably and with as good results as this com- 
mittee we would be in wonderful shape. 

Mr. Hésert. Thank you on behalf of the committee. 

(The article presented by Mr. Stratton from the Wednesday, July 
8, 1959, edition of the Binghamton Press, is as follows:) 


Ex-Orricers’ INFLUENCE Cost PuT IN MILLIONS 
(By Press Wire Services) 


WaASHINGTON.—Senator Paul H. Douglas, Democrat, of Illinois, charged today 
that former high-ranking military officers hired by defense industries may have 
“influenced” the Government out of millions of dollars. 

Douglas said the possibility of influence peddling is great when defense in- 
dustries have unrestricted right to employ former officers because 95 percent 
of the contracts are negotiated rather than handled by competitive bids. 

Douglas said a “scanty sample” by the General Accounting Office already 
has shown the Government was overcharged $65 million for defense work by big 
companies. 
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The Senator made the statements in testimony before a House Armed Services 
Subcommittee investigating whether retired military officers used favoritism 
in obtaining such contracts. 

SAYS DANGERS CLEAR 


The dangers are clear, Douglas said, ‘when companies with defense contracts 
hire officers of high rank, some of whom negotiate with their fellow officers, or 
who may sit in the back room while such negotiations are going on, or who 
have information from their former comrades which is useful to their 
companies.” 

Douglas said he believed legislation was needed to make sure the taxpayers 
got a dollar’s worth of defense for every dollar spent by the Government. The 
purpose of such laws, he said, should be “to change some of the present fat into 
greater combat muscle.” 

Douglas said he had asked the Defense Department to provide a list of former 
top military officers now employed by the 100 biggest corporations doing busi- 
ness with the Pentagon. 

BOARD HEADS SELL 


He turned the list of 769 names over to the House subcommittee but noted 
that General Motors Corp. and Standard Oil of California and Indiana had 
failed so far to provide the requested information. 

Deputy Secretary of Defense Thomas S. Gates, Jr., yesterday told the com- 
mittee it was sometimes hard to tell just who does the selling to the Government. 
He said, “probably the greatest salesman in a company is the president.” 

“Suppose he’s chairman of the board?” asked Chairman F. Edward Hébert, 
Democrat, of Louisiana. Gates laughed and said in that case “he has been 
kicked upstairs.” 

“I think we’re getting somewhere,” remarked Hébert. 

A number of high ranking officers, such as Gen. Omar Bradley and Douglas 
MacArthur, became presidents or board chairmen of industrial organizations 
after retirement. 

Vice Adm. Hyman G. Rickover, the Navy’s atomic propulsion chief, and Adm. 
Arthur R. Radford, former chairman of the Joint Chiefs of Staff, are scheduled 
as witnesses later this week. 


(The article presented by Mr. Stratton from the Congressional 
Record Appendix, is as follows :) 


SPOTLIGHT ON Ex-Orricers—Hovuse INquiry Into Munitions Lopsy EXPECTED 
To Focus oN Joss IN DEFENSE 


(By Hanson W. Baldwin) 


An investigation into an alleged munitions lobby by a House committee, which 
starts today, will center on the conflict-of-interest laws governing the employ- 
ment of retired officers. 

The study will be conducted by a Subcommittee for Special Investigations of 
the House Committee on Armed Services. Representatice F. Edward Hébert, 
Democrat of Louisiana, heads the subcommittee. Its scope, unlike that of the 
far-ranging, politically tinged investigations of the so-called merchants of death 
in the early 1930’s, is expected to be somewhat restricted. 

The subcommittee’s advance billings emphasize that major attention will be 
paid to the problem of retired officers who hold jobs with defense industries. 
The somewhat unfair implications of this concentration of the retired officer 
have been tempered by Mr. Hébert. He did this by announcing that he ex- 
pected to extend his investigation to include former Federal civilian employees 
and former Congressman in defense jobs. 

There is, nevertheless, a danger that some Congressmen, piqued over recent 
exposures of congressional nepotism, may distort and reduce the value of an 
investigation that should be far broader than a conflict-of-interest study. De- 
fense industry, particularly the aircraft and missile industry, is a multi-billion- 
dollar business. Hundreds of thousands of people, entire towns and regions and 
whole industries are now wholly or largely dependent upon defense contracts. 

Government-owned arsenals and laboratories complement industries that in 
many respects are privately owned in form, but could not exist without public 
moneys in the form of contracts, loans, fast tax writeoffs, and other forms of 
Government aid. 














136 RETIRED PERSONNEL IN: DEFENSE INDUSTRY 


COMPETITION ON WEAPONS 


In some cases the two forms of defense facilities—the wholly owned Goy- 
ernment arsenal, and the privately owned, Government-supported industry— 
have vied with each other in the manufacture of competing weapons systems, 
Thus, it was not only service pride and sponsorship that played a role in the 
rivalry between the Air Force Thor and the Army Jupiter intermediate-range 
ballistic missiles. Competition between the arsenal concept and the privately 
owned by Government-sponsored industry, also played a part. 

The pressures generated within the Pentagon and in Washington by the bil- 
lions of dollars expended annually for defense are enormous and have been 
growing. Hence the charge of a munitions lobby. 

Local chambers of commerce, municipal and State officials, labor unions, in- 
dustrial associations, the industries concerned and the Congressmen represent- 
ing the affected areas all combine to exert pressures in favor of their own 
areas. 

A CALL TO ARMS 


When a missile may be threatened with cancellation or cutback, the call-to- 
arms is like a tocsin. 

The missile’s value is advertised—sometimes at the expense of the taxpayer, 
Congressional delegations and public opinion are mobilized, and economic bogey- 
men are invoked. Calm, nonpartisan, and technical judgments become difficult. 

Therefore, the conflict-of-interests statutes involving retired service officers 
constitute far too narrow a frame for the pending investigation, as Mr. Hébert is 
undoubtedly aware. So far, however, congressional discussion of the problem 
has focused attention only upon this phase of the problem. 

Senator Paul H. Douglas, of Illinois, for instance, has produced a list 
of 721 retired officers who are employed by 88 companies that have defense con- 
tracts. An accompanying statement by the Democratic Senator had overtones 
that seemed to imply some sinister intent lay behind the facts. 

It is possible that some of these officers have utilized their service associations 
too zealously on behalf of their employers. 

Yet Mr. Hébert’s investigation will show that existing conflict-of-interest laws 
discriminate against the retired service officer. In the first place, none of them 
can work—after retirement—for other Government departments without giving 
up their service retirement pay. 

By this provision of the law, the Government loses the services of able men 
who still have contributions to make in the fields of administration, technology, 
intelligence, and other skills. 


RULE HELD DISCRIMINATORY 


In the second place, existing laws single out retired officers of the regular 
uniformed services—but not retired members of the Reserve components—for 
special discriminatory treatment not accorded any other type of Federal 
employee. 

The retired Regular officer is subject not only to the criminal code that con- 
tains provisions to punish those who conspire against the Government’s best 
interests and are guilty of fraud, bribery, or deceit. He is also subject to a 
plethora of other laws, regulations, and decisions of the Comptroller General. 
Many of these inhibitions are dated by the years or were passed decades ago 
to cover special circumstances now ended. 

There is also discrimination within the services. A retired Navy or Marine 
Corps officer, for instance, is more severely restricted in terms of his private 
employment than an Army or Air Force officer. 

Mr. Hébert’s committee, therefore, can do the Nation a service if it keeps 
its investigation in perspective. It should recognize that the retired officer is 
only a very small part of a much better problem; that the retired officer's 
services are needed both by industry and Government; that very few, if any, 
are guilty of any improper acts, and that a clarification, modernation and codi- 
fication of the conflict-of-interest laws and regulations—with discrimination 
eliminated— is in the public interest. 


Mr. Hésert. The committee stands adjourned until Wednesday 
morning at 10 o’clock. 
(Whereupon, at 11:20 a.m., the subcommittee adjourned.) 
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EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
PERSONNEL BY DEFENSE INDUSTRIES 


TUESDAY, JULY 21, 1959 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS OF THE 
CoMMITTEE ON ARMED SERVICES, 
Washington, DC. 


The subcommittee met at 10 a.m., Hon. F. Edward Hébert (chair- 
man of the subcommittee) presiding. 

Mr. Hézert. The committee will be in order. 

Members of the committee, this morning we have General Bradley 
with us, an old friend of the committee’s. General Bradley will give 
us the benefit of his knowledge and experience, as well as his present 
occupation and the companies he represents. 

General Bradley, I thank you on behalf of myself and the committee 
for being present this mornin 

Now, if you will rise I will 
witness. 

You do solmenly swear that the testimony you will give before this 
subcommittee in the matters now under consideration will be the truth, 
the whole truth, and nothing but the truth, so help you God? 

General Braptey. I do so solemnly swear. 

Mr. Héperr. General Bradley, I understand you do have a prepared 
statement. 

General Brapiey. Yes, sir. 

Mr. Héserr. And if you will proceed with the statement, the mem- 
bers of the committee will not interrupt you until you have finished 
with that statement. Then they will ask you questions if they so de- 
sire, beginning with Mr. Courtney, the general counsel. The mem- 
bers of the committee, from my lett to my right, will follow until 
they have exhausted their questioning. 


STATEMENT OF GENERAL OF THE ARMY OMAR N. BRADLEY 


General Brap.tey. Mr. Chairman and members of the committee, I 
appreciate this 1 stam of appearing before you to discuss the 
problem with which you are now faced. I think all of us realize this 
is a problem. The answer to this problem must be one which duly 
protects the interests of the Government and, at the same time, is not 
unfair to officers on the retired list who are engaged in industry. 
Having following our legislative process for many years, and having 
appeared before many committees, I have full faith in our committee 
system and am sure that the legislation which results from these hear- 
ings will protect the interests of the Government and, at the same 
time, be fair to any retired personnel working with industry. 


give you the oath, which we give every 
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I am presently employed by the Bulova Watch Co. as chairman of 
the board of the watch company and as chairman of the board of 
the Bulova Research and Development Laboratories, a wholly owned 
subsidiary. My total compensation from these two organizations is 
$75,000 a year. In 1953 I went on the unassigned list and, following 
that, I joined the Bulova Research and Development Laboratories at 
a salary of $25,000 a year. Following the death of Mr. Arde Bulova 
in March 1958, I was asked to become a director and chairman of the 
board of the watch company. 

During my active service I had been impressed by the fact that so 
many of my friends died within 2 years after retirement. I also re- 
member an article which appeared in the Saturday Evening Post 
several years ago entitled “Mental Bends,” which explained why so 
many people who had been active mentally all their lives had diffi- 
culty adjusting to a status of inactivity and consequently died very 
soon after retirement. I wanted to do something when I left active 
duty which would keep me mentally active and interested. I chose a 
job which, in my opinion, would continue to contribute to our national 
defense, because at that time the Bulova Research and Development 
Laboratories, which had been established by Mr. Bulova at the begin- 
ning of the Korean war, were engaged wholly in research and de- 
velopment on defense items. 

In 1930 to 1933, as a major and Chief of the Weapons Section of the 
Infantry School, I had worked very closely with the Infantry Board in 
the development of better mortars and automatic weapons and I have 
always been interested in scientific and technological advances as they 
occurred. This interest was heightened by the realization in combat 
that we always needed better weapons. 

During my entire military career, which began in 1911, I have never 
had any assignment involving procurement of defense items. I have 
never had any pressure put upon me by anyone pertaining to the let- 
ting of contracts, and since my leaving active duty I have never at- 
tempted to obtain a contract from anyone in the Defense Department 
or pressured anyone for any contract. In fact, I wouldn’t know how 
to negotiate a contract. 

I realize that when an officer who has had duties in connection with 
procurement leaves the service and goes with one of the companies 
with which he has been dealing while on active duty there arises the 
question of ethics and proper protection of the Government. In fact, 
an officer who has had procurement duties going with any company 
which does business with the Government presents a problem to the 
Government, to the company with which he goes, and to himself. In 
my opinion, no former member of the Government should take ad- 





vantage of his previous position to bring any influence on members of | 
the Defense Department, or any department of Government, to grant | 


contracts to the company with which he is now affiliated. 
I believe former members of the armed services can contribute a 
reat deal to industry. Many of them have had extensive experience 
in administration, organization, and leadership. Others have specific 
scientific abilities which should be of value to industry. In our de- 


velopment of new weapons and weapons systems, industry plays a | 


major role. Any knowledge or ability held by former members of the 
armed services may be of great assistance in the more rapid develop- 
ment of any systems. For example, when it comes time for Admiral 
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Rickover to retire, I think it would be a great mistake if we prohibit 
him from contributing his skill and ngeare to some eg, 
help with some of our future scientific and defense problems. C) 

uestion before you gentlemen is how to make use of these skills and, at 

e same time, afford the necessary protection to the Government. 

There is another angle to this problem which involves the incentive 
of officers to continue their careers. When a graduate of one of our 
military academies finishes his compulsory duty of 3 or 4 years, he is 
faced with a decision as to whether to resign or to make the service his 
career. Sometimes this is a very difficult decision. Most of these 
young men realize that if they remain in the service they will never 
have an abundance of worldly goods, and if they want to make money 
they should get out and get into industry. However, the services do 
offer advantages and inducements which tend to keep most of these 
young officers in the service. One of these inducements to stay on is 
their retirement privilege. Many of them retire after 30 years’ serv- 
ice at a comparatively early age. I feel that if there were some law 
which prohibited or unduly restricted their future employment this 
would have a tendency to make the officer decide to resign much earlier 
and not stay on until compulsory retirement. In my experience, the 
usefulness of an officer to his service increases in proportion to his 
length of service. I think you must give this facet of the problem 
very careful consideration in your final decision. 

Another related consideration is that during an officer’s service we 
often ask him to take special courses to qualify for special jobs. For 
example, we send officers to schools to become more expert in engineer- 
ing, science, law, and to the Harvard Business School. The comple- 
tion of these courses permits the officer to render more efficient: service 
while he is on active duty. One of the inducements for an officer 
taking one of these courses is that the additional knowledge gained 
will be of assistance to him in obtaining employment after he retires. 
Again, any sweeping restriction on his future employment would tend 
to lessen the incentive to take these special courses which are so helpful 
to the services. 

It would appear that one of the situations which made it necessary 
to have these hearings is that presented by any retired officer who has 
been engaged in procurement, or procurement policy, taking a position 
with industry in which his knowledge and former associations may be 
of assistance to his employer. In such cases I feel that such an officer 
should have some restriction placed on any sales activity with people 
in the Defense Department. This might be accomplished by means 
of atimelag. In my opinion most officers, because of their high sense 
of ethics, have not and would not, violate this principle anyhow. But 
to cover those rare cases in which this might not govern, it might be 
well to have some time restriction. 

I realize that I have not discussed all aspects of this matter. How- 
ever, I have touched upon those which I think are the most. important 
ones for your consideration. 

Again, may I say that I am sure that after you have studied all the 
facets of this problem any legislation which you propose will be in 
the best interests of the Government and, at the same time, not be 
unduly restrictive on retired personnel. 

Mr. Héserr. Thank you very much, General Bradley. 

Mr. Courtney. 
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Mr. Courtrnsy. Mr. Chairman, the general has answered the ques- 
tionnaire which the subcommittee submitted, and I think it pertinent 





to observe, having examined it, that in addition to the gainful occu. | 


pation which the general has, it would also appear that there are some 
12 nonprofit institutions to whom he contributes his time and talents, 

General Brapiey. Yes, sir. 

Mr. Héserr. Would you generalize those, or would you read them, 
Mr. Courtney ? 

Mr. Courrney. I will be glad to read them into the record, General, 
if you have no objection. 

Mr. Hezerr. The general will read them. 

Mr. Courtney. Do you have them ? 

General Braptey. Yes, sir. 

American Ordnance Association, national chapter; Boy Scouts, 
District of Columbia; Bulova Watch Co. Foundation; the Joseph 
Bulova School of Watchmaking; California Institute for Cancer Re- 
search ; the Carnegie Institution of Washington ; Committee on Health 
for Peace; Freedom Foundation, Valley Forge; Grant Monument As- 
sociation; National Shrine for Jewish War Dead; the West Point 
Society of the District of Columbia; and the President’s Committee 
on the Employment of the Physically Handicapped. 

Mr. Héserr. All right, Mr. Courtney. 

Thank you, General. 


Mr. Covurrney. General, in the course of your remarks you have | 


suggested a timelag. 


At the present time the criminal statutes—and I speak of the crimi- | 


nal statute as one which imposes a criminal penalty for violation— 
has a 2-year limitation in it. 

The Navy Department in turn has a special statute applicable to 
Navy, Regular Navy and Marine officers, which calls for suspension of 

ay at any time the officer is engaged in selling to his department, or 
his former department. 

Now, in your opinion, when a timelag is suggested, what would be 
_ herd experience an adequate time to suspend activities by a retired 
officer ? 

General Braptey. Well, I think I would have to base the answer to 
that on the normal rotation of officers, the idea being that there has 
been a change in the personnel in the office from which the man left, 
before he should be allowed to contact anyone back in that office. 
And that is usually 2 or 3 years. 

I have no specific time in mind. 

I was talking about the principle more than anything else. And I 
expect as a result of your hearings and—people mr 
experience in this line could probably answer that better than I can. 

As I said in my statement, I have never been contacted by anyone. 
Of course, not having been in any procurement setup, I probably 
wouldn’t have. People in procurement offices can probably give you 
a better indication than I can. I would say 2 or 8 years, to allow a 
turnover of the officers in the previous office in which the man served. 

Mr. Courtney. So considering an average of a 3-year tour, some- 
thing in that bracket—— 

General Braptey. Yes. 


—— 


o have had specific | 
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Mr. Courtney (continuing). It would presently remove the effec- 


_ tive contact, as a result of the change of duty. 


General, you have spoken of the subject of ethics as applied by re- 
tired officers, as a matter of personal discipline. Do you have any opin- 
ion, or do you have any recommendations to the subcommittee con- 
cerning a code of ethics which might be suggested for observation by 
the services, rather than the general code of gthite which applies to 
everyone in the Government service ¢ 

General Brapiey. Well, I would hope that the officers would set 
their own code of ethics, without it being forced on them by some out- 
side group. 

It seems to me that in our training and in our devotion to our coun- 
try we should have that feeling ourselves, without it having been forced 
upon us. That doesn’t mean that there may not be violations of it, 
in which case you may want some legal restriction. 

But as far as trying to define ethics, it is for the corps of officers, I 
think that is something they should establish themselves. 

Mr. Courtney. Asa matter of self-discipline ? 

General Braptey. Yes, sir. 

Mr. Courtney. Or, rather, discipline of the corps of officers ? 

General Braptey It is very difficult for me to understand how any 
officer could go back immediately after retiring and try to do business 
with the people that he has been working with. And I think most or 
all of our retired officers feel exactly the same way. 

Mr. Courtney. I have no further questions. 

Mr. Hésert. Mr. Hess? 

Mr. Hess. I just have a couple of questions, Mr. Chairman, that I 
want to ask the general. 

You are a five-star general, are you not? 

General Braptey. Yes, sir. 

Mr. Hess. And as a five-star general you are not on a retired status? 

General Braptey. That is correct. 

There are only a few of us—General Marshall, General MacArthur, 
and myself, and a couple of admirals that are five star. 

We are subject to call at any time. And since I went on the active 
list, the President has seen fit to give me two jobs, one that lasted 11 
months and another one 13 months. Of course, he can give me a job 
any time today or any day he wants to. 

But we are subject to call at any time, on any assignment of duty. 

Mr. Hess. So that insofar as this hearing is concerned, you are not 
a Reserve officer. 

Mr. Héserr. Retired. 

General Braptey. I am not retired. 

Mr. Hess. I mean retired officer. 

General Brapiey. No, sir. 

Mr. Hess. General, would you mind naming the five-star generals 
and admirals? 

General BrapLEy. General Marshall, General MacArthur, and my- 


| self, and before he resigned to run for President, General Eisenhower. 


Mr. Hess. Who were the admirals, please ¢ 

General Braptey. The only two living, after yesterday, Admiral 
Nimitz and Admiral Halsey. Admiral Leahy and Admiral King were 
five-star admirals. 
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Mr. Hess. Admiral King was also a five-star admiral. of it. 
General Brapiry. Yes, sir. Also General Arnold was a five-star | wasi 
general in the Air Force. vidua 
Mr. Hess. That is all. for de 
Mr. Héserr. Mr. Winstead. So 
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Mr. Wrysreap. General, you do think that it should be uniform 
with all services, though, whether we have 2 or 3 years as the time for t 


limitation ? expel 

General Bravery. Yes, sir; I think it should be uniform in all | tratic 
services. Whatever you gentlemen decide should be — to all | direct 
services. Because that might be another step toward unification. An 


Mr. Wrnsteap. I appreciate your statement, that you were assuming | close. 
that most officers would live up to the code of ethics. But still,as many | i 
as we have, there might be a few possibilities that a little legislation Wate 
along the line of 2 or 3 years might be wholesome in that field.  squar 

General Brapiey. Yes, sir. You hear all the talk about the retired It i 
generals and retired admirals, but actually, probably one of the most | will 
valuable—the most valuable person industry can get, if they want the li 


5 
re) 
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somebody to go back to the Pentagon, would be some captain or | And 
major because he knows where all the papers are. | Mr. 
Mr. Wisreap. That is fine,General. That is all. | Mr. 
Mr. Héserr. Mr. Fisher. | Mr. 
Mr. Fisuer. General, there have been some suggestions made that Ger 
some people are inclined to overestimate the influence or power of In 
retired officers, so-called has-beens. of a1 


Would you comment on how much power they might be able to ex- | emple 
ercise if they undertook to do it?’ How much danger do you think is | sugge 
actually involved in that? might 

General Brapiey. As a matter of fact, I think a lot of people in) tary | 
procurement would resent a former associate coming around and | alsoe 
talking business. And I would suspect that in some cases they would | Ger 
do more harm than good. some. 

Where you draw the line I don’t know. It depends on personality, might 
Some people could probably go back and others would only meet with | Mr. 
resentment and probably instead of getting a contract would insure by—t! 
the loss of a contract. But that would depend a great deal on the Ger 
personality. Ik 

Mr. Fisuer. Well, your thinking is, then, that while it may be told t 
desirable to have some limitation in terms of 2 or 3 years during which and tl 
a retiree could not engage in negotiating with the Government on con- Wheth 
tracts that go to private industry, that it is equally important that we I thin 
reserve the right to make use of the talents of these trained, experi- ‘surest 


enced officers who do go into private industry ? Mr. 
General Brapiey. Yes, sir. | body t 


And I think the greatest contribution we can make is because of| isin tl 
our experience in administration and organization. And I might cite) Nov 


my own example—if I may take a minute, Mr. Chairman? of tha 
Mr. Heépserr. Please do. of son 


General Braptey. Mr. Bulova built up the Bulova Watch Co. from| questi 
about a dozen employees to a rather large organization of several| “lates 
thousand employees. He was a genius in the watchmaking business,! of the 
He never stopped to draw an organization chart. Everybody went to) “licer 
him. It was a one-man organization. And he did a wonderful job 
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of it. But when he got sick with cancer and later died, the company 
was in a rather bad way because people did not understand their indi- 
vidual responsibilities and authorities. They had always gone to him 
for decisions. 

So the big need was for an organization which would spell out the 
duties. The personnel were fine, but they had never had spelled out 
for them their duties and their responsibilities. I had had a little 


_ experience along that line. For example, in the Veterans’ Adminis- 


tration. And they came to me and asked me if I wouldn’t become a 
director and chairman of the board to help them organize it. 

An additional reason was that Mr. Bulova’s brother-in-law was a 
close friend of mine, and had been for years. I told him I would come 
in and try to help. And my principal contribution at the Bulova 
Watch Co. is in trying to help them organize and get everything 
squared away. 

It is not military charts. They are really industrial charts. You 
will find practically every organization has charts which spells out 
the line and staff functioning. And that is what we have been doing. 
And I think that is what I have contributed in this case. 

Mr. Fisuer. That is all, Mr. Chairman. 

Mr. Héserr. Mr. Hardy. 

Mr. Harpy. Thank you, Mr. Chairman. 

General, just a couple of questions here. 

In your comments you have referred to the possible employment 
of a retired military officer for such assistance as he might be to his 
employer in future transactions with the military. There have been 
suggestions that maybe there are also implications that employment 
might take into account favors granted or assistance granted by mili- 
tary personnel during the period they were on active duty. Have you 
also encountered some suggestions of that possibility ? 

General Brapiey. As I get your question, there is a possibility that 
some Officer that is still on active duty, particularly in procurement, 
might favor some particular company ¢ 

Mr. Harpy. That is right, and then thereafter receive employment 
by—that is thereafter, after retirement, be employed. 

General Braptey. I suppose that happens sometimes. 

I know the instructions I have given to some of our salesmen. I 
told them I thought I knew more about the military than they did 
and that they were never to do any favors for anybody in the service, 
whether it is a gift or a promise of a job later on or anything else. 
I think that is entirely unethical, and furthermore I think it is the 
surest way not to get a contract. 

Mr. Harpy. Human nature being what it is, we always have some- 
body that is likely to succumb to that kind of a temptation, whether it 
is in the military or elsewhere. 

Now, the question that was in my mind was this: When a situation 
of that kind arises, either implying favoritism or employment because 
of some assistance given while the officer was on active duty, or if a 
question of ethics arises as a result of the use of his former asso- 


veral| Clates in future business after he is retired, is there any responibility 


ness, | 


nt to 
1 job 


of the Defense Department with respect to the ethics of that former 
officer ? 
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General Braptey. Well, I don’t know whether you should prohibit =e 
an officer from taking a job with some company with which he has | * No 
done business. It is natural that they get to know each other. inne 

The serviceman gets to know the people in the industry. He gets ‘nt 
to know their business, somewhat. The man in this industry gets to | bilit 
know something about the abilities and capabilities of the officer. | a : 

I can see where it might be questionable. And I think that it is : 60 
up—well, I would say that the ethics and the laws and the regula. | Mh 
tions governing procurement in most cases—and I would say prac. | Ge 
tically all cases—would protect the interests of the Government. And | aey 
the fact that he went with some company with which he has done 


: - — . - rece) 
business is more or less incidental, because he does business with a lot favor 
of companies. | Sctea 


_ Mr. Harpy. I was thinking about another aspect of this. Consider. Mr 
ing the high standard of ethics among military officers, is there any But 3 
obligation on the Department of Defense to take disciplinary action 


against a former officer or retired officer whose conduct could bring phe 
discredit on the whole officer corps ? it 
General Brapiey. Well, certainly if it brought discredit, I think staat 


they should be punished. ] 
he point I thought you were making was: Should you prohibit Peer 


officers going with any company with which they had done business 


while they were on active duty! That would be rather sweeping. I - z 
don’t know whether it would be necessary or not. It does raise a ques- “ jy, 


tion. I will grant you it raises a question as to whether or not he hate 
wasn’t given the job because of some favor he did the company while| 4, 1 
he was on active duty. pan 
Mr. Harpy. That is the question. And I thought that I sensed in| “}, . 
your statement that you had observed situations which at least raised of De 
the question of ethics on the part of the retired officer, and I wondered! 4, ;... 
udiethat under such a circumstance the service itself had a responsi-) 4 -, 
bility to the other officers to take some sort of disciplinary action. port nd 
General Brapiey. Well, if there is any wrongdoing I would say ae wy 
“Yes.” But there is not necessarily any wrongdoing. If you can thin 
rove that he went with that company and got a job because of some M; 
inte he had done that company while on active duty, certainly he 4,” 
should be subject to disciplinary action. Mr 
Mr. Harpy. Well, of course, that is the real question. And the letlos 
thing that prompted it: I had raised a similar question the other day fow A. 
with someone who was here, as to whether there had been any case Pd 
that a retired officer had been disciplined because of bad ethics, and dans 
I understood there had been no such case. ‘obe S 
Then that raised the question in my mind as to whether actually i : 
there had been any reason for it or whether there had just beens) | an 
general policy to overlook it on the part of the Defense Department. | So 
General Braptey. I know of no specific violation, and I know of tire 4 
no case where someone has been disciplined. bees 
Mr. Harpy. Then would you say that this present concern is with- De. 
out a basis? 
General Braptey. Not necessarily. T don’t re to know of any.| en 
Mr. Harpy. Well, that is the thing that sort of bothers me a littl; P®P!¢ 
bit. If there is a basis for the public concern over the abuse of a code am 
of ethics by retired personnel, why hasn’t the military found it out floo a" 
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and done something about it, themselves? Now, that is the question. 

Now, if there is no such situation, then the public is improperly 
stirred up. If there is, then it is a reflection on the entire Depart- 
ment of Defense, in my judgment, because they must have a responsi- 
whty to protect the ethical standards of their officer personnel, it 
would seem to me. That was the point that I was trying to get you 
to comment on. 

Mr. Héserr. Do you care to comment on that, General ? 

General Braptey. I thought I had given an answer. I said I never 


_ knew of any specific case where an officer had violated the ethics— 


receiving something from a company, receiving a job because of some 
favor he had done for the company, and consequently I know of no 
one who has ever been disciplined for having done it. 

Mr. Harpy. Maybe this is a tempest in the teapot, Mr. Chairman. 
But if it isn’t a tempest in the teapot, then it must be that the De- 
partment of Defense either has not paid close enough attention to what 
js going on among its retired officers or it has deliberately overlooked 
it. I don’t know which, but at least it doesn’t leave a very healthy 
situation unless this whole thing is just a lot of smoke, which a lot of 
people are not inclined to believe. 

eneral BrapLey. Well, after collecting all the information before 
this committee, you might find it necessary to include some time lag on 
any employment. 

Mr. Harpy. If that should be the case, General, then I begin to 
have questions about the performance of the top-ranking officials in 
the Department of Defense. Do you understand what I am talking 
about ? 

It seems to me that if anybody should know, it is the Department 
of Defense officials. They ought to know what is going on among 
their former officers and retired officers. And they haven’t seen any- 
thing that would justify concern over ethical performance. Appar- 
ently, at least they have taken no action, so maybe we are just off on 
the wrong foot, Mr. Chairman. Maybe there isn’t anything to this 
thing that our colleague, Mr. Santangelo, raised on the floor. 

Mr. Fisuer. Would the gentleman yield ? 

Mr. Hépert. Yes. 

Mr. Fisuer. I am wondering if there would be very much of an 
analogy on, say, retired Members of Congress. I have known of a 
few who have resigned to take jobs in big industry because of their 
outstanding talents, demonstrated during the course of debates and 
consideration of legislation. They go into big business and get good 
jobs, not necessarily to come back and influence the Government, al- 
though there might be instances where they would be involved in cases 
or decisions that would deal with the Government. 

So we have the problem running not only through the military re- 
tirees, but retired Congressmen, also, and people in other different 
categories. 

Do you think that would be somewhat analogous? 

General Braptey. I have tried to confine my remarks to ex-service 
people, or retired service people. I realize that there is before your 
committee a bigger problem, but I do not feel qualified to discuss it. 

Mr. Harpy. If the gentleman will permit? And I still have the 
floor, Mr. Chairman. 
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On that particular point, undoubtedly there would be cases, com- Ge 
parable cases. But there is this distinction, however. We in the Con- OM 
gress do not have any disciplinary procedure that we can apply toa | | 
former colleague, while the Defense Department does. star’ 

Mr. Fisuer. I think that is an appropriate observation in connec. Ge 
tion with my statement. | beca 

Mr. Héserr. Are you finished, Mr. Hardy ? _ have 

Mr. Harpy. Yes. Thank you. | unsa 

Mr. Héserr. Well, continuing that line of thinking, I think it | Il 
would be well to point out that the Congress itself does have a prohi- | ¢ 80 
bition on its former Members, in that a former Member is not al. | 8" 
lowed to lobby on the floor of Congress. Because a Member of Con. | the b 
gress has lifetime privileges to the floor of the House, it is the rule | M 
of the House that a former Member of Congress cannot engage in  PFY! 
lobbying activities on the floor of the House. Ge 

In other words, the Member of Congress has the right to enter the He si 
floor at any time during his lifetime, and, of course, he could talk to | *ly 
certain Members of Congress on pending legislation. Therefore, he | 4: 
is prohibited from lobbying, although, of course, there is no disci- | M1 
plinary action and no penalty. But the rule of ethics there, as far as | the re 
the Member of Congress is concerned, is that he is prohibited in dis- | Ge: 
cussing pending legislation on the floor of the House. | Mr 

In further connection with what Mr. Hardy has raised—he used the | Adm 
expression of a tempest in a teapot. I reemphasize that it is the | Ge 
responsibility of this committee to make a determination as to whether Mr 
it is a fact that this question is a tempest in a teapot or whether it is five s 
not. It is our responsibility to determine whether that statement is Gel 
true or not. a fou 

Now, of course, as far as a tempest in a teapot is concerned, and either 
as far as the public concern is involved, I think that concern is re a : 
flected in the vote on the Santangelo amendment, which at that time F at | 
would have been adopted by the House if it had not been stated that Mr 
this committee would explore this whole subject. G r 

So that, then, reflects itself on the Congress itself, which on one a 
occasion, by one vote, failed to adopt the Santangelo amendment which are 
would have prohibited the payment of any moneys to any firm, con- a 
tractor, or corporation which had on its payroll a retired general or a 
a retired admiral within the last 5 years. The final vote was 127 Gelli 
to 145. 

The very closeness of that indicates that the Congres itself was very Ger 
much concerned. And we must assume that the concern of the Con- ba 
gress reflected the concern of the constituency of each individual Con- 4 
gressman, each of the 127 who did vote in favor of that all-sweeping | Le 
and all-encompassing amendment. talk a 

Now, General, you are on active duty. What is your salary as a| Ev. 
retired—not a retired, but as a general, of five-star rank? Y “ 

General Brapiey. $20,543 a year. M 

Mr. Hererr. Do you receive any other perquisites or emoluments | he 
with that office? bn k 

General Braptey. No, sir. That is what I receive from the U.S.; * 7 
Government. Mr 





Mr. Héeerr. But you do have other 
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General Brapiey. I receive some compensation from some other 
companies of which I am a director. 

Mr. Héperr. No, no. I am just directing myself to what the five 
star rank receives now. You do have astaff, don’t you ? 

General Braptey. I have an office in the Pentagon with a secretary, 
because I still get a lot of official and veterans mail, and if I didn’t 
have that I would have to turn it over to someone else. That is rather 
unsatisfactory. 

I have a secretary there who handles that mail for me and prepares 
it and I go over there about once a week or twice a week sometimes to 
sign it and take care of the official part of it. That is the extent of 
the business there. 

Mr. Heésert. Then all other five-star rank individuals have the same 
privilege ? 

General Brapy. Yes, sir. General Marshall has an office there. 
He still gets a lot of mail, as I understand it. I think we will prob- 
ably continue to do it all our lives, because it has to be handled some 
way. 

Mr. Hiserr. That is correct. I just wanted to know exactly what 
the rank called for. 

General Brapiey. Yes. 

Mr. Hézerr. Now, you at one time were head of the Veterans’ 
Administration ? 

General Braptey. Yes, sir. 

Mr. Hépert. Which salary did you draw, the salary of a general of 
five stars or the Administrator of the Veterans’ Administration ? 

General Brapiey. At that time I was not a five-star general. I was 
a four-star general. The bill passed by Congress allowed me to draw 
either the Administrator’s pay or Army pay. The Administrator’s 
pay was a little bit more, but I didn’t want anyone to forget the fact 
that I was still in the Army and I wanted to get back in the Army, so 
during that 2 years and 3 or 4 months I drew my Army pay. 

Mr. Hésert. Which was less—— 

General BrapLEy. Which was a little bit less than the Administra- 
tor’s pay. I never stopped to figure out the tax angle. The tax 
might have made up some of that. I never stopped to figure it out. 
But it is approximately the same, I would say. 

Mr. Hesert. Now General, in connection with the use of the word 
“selling,” what is your impression to what “selling” means ? 

General Braptey. Well, as you indicate, that is a very broad 
question. 

Mr. H&serr. We know it is. That is why we are asking you the 
question. 

General Braptey. What I had in mind here was to go in and actually 
talk a specific contract with a person. 

Everything you do is selling, in a way. 

You gentlemen are selling our form of government wherever you go. 
Maybe I help sell watches because—if somebody happens to like me 
maybe they will buy a Bulova watch—and maybe if they don’t I 
knock them out of some sales, too. But the mere fact that I am 
associated with the Bulova Watch Co. might be considered selling. 

Mr. Hésert. Well 
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General Braptey. That is hard to define and draw a specific line 
as to what is selling and what isn’t. 

What I had in mind in my statement was the actual discussion of 
a specific contract—procurement, research, or whatever the matter 
happens to be. You go beyond that definition and I wouldn’t be able 
to define it. 

Mr. Hépert. You see the problem that confronts us? 

General Brapiey. Yes, sir. 

Mr. Hésert. The word “selling” is the key. 

Now, you would say, for instance, a close out—we call it a close- 
out salesman on automobiles or real estate, where the salesman actually 
has the order book in his hand or the actual contract for the sale 
in his hand and actually signs the contract. Would you say that he 
alone would be the salesman, or would you also say that the individual 
who assisted him, or if an individual did assist him, was also a sales- 
man in the particular transaction, of that nature? 

General wes Well, certainly if the assistant who went along 
with him extolled the good points of the car, and so on, I would say 
he certainly helped make the sale. 

Mr. Hésert. He would bea salesman ? 

General Brapiey. Yes, sir. 


Mr. Hésert. Now, Secretary Gates has testified that in his opinion | 


the No. 1 salesman of the company was the president and the No, 2 
salesman was the chairman of the board. You are chairman of the 
board of Bulova. Do you consider yourself a salesman for Bulova? 

General Braptey. Well, maybe for watches, but not for defense. 

Mr. Héserr. In that connection, the issue has been brought in—and 
we may as well clear it up now, because the inference has certainly 
been here—that post exchanges and ships service stores handle only 
one type of watch, which of course they do not. We know it. But 
have you ever attempted to influence in any manner, shape, or form, 
directly or indirectly 

General Braptey. Mr. Chairman, I am glad you brought that up, 
because the paper always prints the accusation and then, of course, 
the withdrawal of it isn’t news. With all due respect to our news- 
paper people. 

But after that came out, I went and found out—I never knew 
before—how our sales were made to post exchanges. And the sales to 
post exchanges are made through wholesalers around in the various 
areas. For this area it is a wholesaler in Baltimore or Philadelphia, 
I have forgotten which—I asked the question of our sales department 
but I have forgotten. Some wholesaler, some wholesale jewelry house 





makes the sales to the post exchanges in this country. And because | 


of the restriction on the price of watches that can be sold in the post 
exchanges in this country, our sales in the United States are greatly 
reduced. 

Our head salesman tells me that the watch that has the biggest sales 
in the exchanges in the Washington area is one I hadn’t heard of. 
Whether or not anybody put the pressure on them or not I don’t know. 
Certainly it wasn’t Bradley, and it is not Bulova. Because, as I say, | 
I didn’t know until this question came up how PX sales were made. I 
never tried to sell watches, either, for that matter. We have salesmen | 
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for that purpose, but if somebody comes around to me and is interested 
in og: | one, I will put him in touch with the right person. 

Mr. Hépert. General, I think you have made a very refreshing 
statement. You said you wouldn’t even know how to negotiate a 
contract. 

General Braptey. No, sir; I wouldn’t. 

Mr. Hézerr. Well, that is refreshing, because in another area which 
this committee is developing we haven’t heard anybody yet in uniform 


| or out of uniform, a civilian, who would admit he didn’t know how 


he would negotiate a contract. Yet the record is replete with the 
Government having been the subject of loss of millions and millions 
of dollars because of failure either not to know how to negotiate the 
contract or failing to negotiate it properly. Nobody has said they 
didn’t know how to. 

General Braptey. Well, Mr. Chairman, I put in my statement I had 
never been on procurement duty. If I had, I would have tried to 
learn. But never having had those duties, I didn’t think it was neces- 
sary to take the time to learn how to negotiate a contract. 

We have lawyers who check them for us. We have salesmen who 
know the time. I say I wouldn’t know how to do it. But I don’t 


| think that is any reflection on my abilities as an officer in the Army, 


ion | 


» 2 
the 


because I never had those duties. 

Mr. Hépert. Now, in connection with the activities, the extracur- 
ricular activities of the Army officer, particularly in the higher echelon, 
who is called upon to attend many parties of a different nature—cer- 


| tainly social gatherings—and you have attended thousands of them in 


your day. At any time did you ever notice any conversation or par- 
ticular aN nen concerning the procurement of contracts at these 
parties 

General Brapiry. The actual negotiation of a contract ? 

Mr. Héserr. I mean actual contracts, or discussing what the needs 
of the Government happened to be at the time? Or selling a little 
character and good will and good relations at that time? Using the 
cocktail party or the golf course or a little customer gin as a vehicle— 
by “customer gin,” I am talking about the game and not the liquid, 
though both would go in hand—to promote the product of an indi- 
vidual company with the military ? 

General Brapiry. No, sir; I have never seen anything taking place 
at a party which I thought was the negotiation of a contract or really 
discussing terms or er anyone to enter intoacontract. Parties 
are primarily social. Certainly you can’t prohibit people from hold- 
ing social contacts. Certainly if they use that occasion to get some- 


_body in the corner and sell him something, that would be unusual. 
| But I have never seen it. 


Mr. Hérerr. That would be unusual for the military, but not un- 
usual in the accepted American practice of doing business. 

General Brapirey. Well, I haven’t been in business too long, sir. 

Mr. Hiizerr. They don’t invite you to any more parties since you 
are with Bulova ? 

Now, Admiral Rickover in his testimony before this committee 


advocated a system whereby every 6 months a report should be made 
nie by the officer invited to parties or a report on who called on the officer 


in the Pentagon. What do you think of such a suggestion ? 
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General Braptey. I think you would have to break that down into 
two parts. Certainly, it would be very difficult to keep a list of all | 
the people you talk to at a party. In fact, the best answer to that 
would be just not go to any more. 

I think that would be impracticable and impossible, to keep a list 
of all the people you talk to at a party or on a golf course or somebody | 
you meet and say hello to on the street. If you had to list all social 
contacts, I think you had better become a hermit. 

As for visits within the Pentagon, that might be possible, to keep | 
a list of the times you go into the Pentagon to see someone—particu- 
larly if it ison business. I don’t think that would be asking too much, | 
Maybe; I don’t know. I never thought of it. It wouldn’t be too 
difficult. Because most people after they are retired don’t go around 
the Pentagon anyway. They have been there too much before. | 

Mr. Héserr. Supposing they did go around, they would be suspect? 

General Brapiey. Not necessarily. As I say, I go into the Pentagon | 
about once a week, to my office. I don’t see anybody else. I have been | 
invited around to see other people, but I don’t go. I go into my office, | 
sign the papers, and come out. 

I wouldn’t mind reporting those visits, although they have nothing 
to do with my business connections. We sometimes go around there 
I suppose to see our friends. Somebody from out of town might drop | 
into the Pentagon and say hello to his old associates, without any idea 
of doing any business with them. But he could report that all right, 
if that is any safeguard. 

Mr. Winsteap. Mr. Chairman. 

Mr. Hévert. Mr. Winstead. 

Mr. Winsteap. But, general, if a man is contacted and the whole 
subject matter comes up—I know, we all know we go to these parties. 
And I can’t take away from ex-Members of Congress or ex-retired | 
personnel, or anybody else, friendship encountered all over this coun- 
try. But if a man is approached and the discussion takes place with 
reference to some contract, I think maybe it might be wholesome if 
that type of report was made regularly. 

General Braptey. I see no objection to it. It would have to be 
aboveboard, anyway. It should be. 

Mr. Wrnsteap. Sure. And you couldn’t report every little detail, 
but you could report the main contacts. And, of course, contacts are 
bound to be made with individuals. And I am wondering if the re- 
port might serve the purpose here, where the discussion justifies a 
report on it. It might bea casual contact, but the officer, himself, would | 
determine that. It seems to me some type of report might be whole-| 
some. I don’t know how we are going to get at this problem. But we} 
do have some contacts, Mr. Chairman, that is concerning all of us} 
just a little bit. I don’t know how you would handle it. But it grok 
to me a report made of the contacts with the various officers in the! 
procurement agency might be wholesome. I am just wondering what} 
your thought is. 

General Braptry. I would see no objection to requiring that re-| 

ort. Because, as I say, if he goes in to contact someone on a contract, 
it should be aboveboard and there shouldn’t be anything that he would) 
hesitate to report, if that is what is wanted. 
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Mr. Winstrap. And that might also be helpful to this officer, to 
keep the other fellow—you know we have ex-Members of Congress, 
and we have ex-members of the military, who try to sell themselves, 
but I will say, the ex-Member of Congress who poses to be such an 
expert don’t have much influence with us, and I believe that is true 
with the officers in the military. But I do believe it will be some pro- 
tection to those fellows, to keep some of these fly-by-night salesmen— 
and you are bound to have some of them somewhere. I am inclined 
to think, Mr. Chairman, a report along that line might be helpful. And 
I just wondered what your thinking was. 

General Braptey. Well, offhand, I see no objection to requiring 
such a report. 

Mr. Hesert. Now, General, I was interested in your statement that 
if you were yes, somebody with influence you wouldn’t get the gen- 
eral but you would get the captain who knew where the papers were. 
Would you draw any conclusion or any inference—— 

General Braptey. No, sir. The only point I am making for your 
consideration, is that I think you should direct your thinking toward 
the whole services and not just direct it at the generals and admirals; 
because other people might be violating the ethics just as much. 

Mr. Hésert. Well, that is what we are doing, General. We are 
directing the inquiry to the overall picture and not merely to the gen- 
eral or to the admiral. 

General Braptey. Yes,sir. In other words, it was in furtherance of 
that idea, that I made the remarks. 

Mr. Héserr. That is correct. Because I am asking that question 
for a specific purpose. What would you say of an institution that 
would seek to concentrate its employment of former officers in areas 
where the individual could paenny have information which would 
be beneficial to that company 

General Braptey. I am afraid I didn’t get the first part of your 
question. 

Mr. Héserr. In other words, a company which would openly ad- 
dress itself to retired military people with particular reference to their 
service in specific areas of the military. Do I make myself clear® 

General sacl Yes, sir. 

Mr. Héserr. In other words, an institution, a company, or con- 
tractor, who would publicly say, “We want people who have had 
service” —well, let us say the Joint Chiefs of Staff. Of course they 
have access to every paper, almost, in the military, because that is 
the highest echelon. Would you consider that an improper approach ? 

General Braptey. I think it will depend a great deal on the way 
they were used. It certainly would raise some questions in people’s 
minds. As I stated here earlier, I think some of our greater contri- 
butions to industry can be along the lines of administration and 
organization and in the field of science. We have some people in 
the service who are pretty good scientists and engineers, and they 
can be of iebiderebis habe. 

My thought is we can help more, though, among administrative lines 
than any other way. 

But for some company to go out and hire a group of people right 
out of the Pentagon so that they can send them right back into pro- 
curement duties—I doubt—well, I will just say, I don’t know of any 
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company that would do that—if they would, maybe we should do 
something to keep it from happening—by some time lag when they woul 
couldn’t go back in there and function in a sales capacity. | hadi 

Mr. Héserr. Now, you mention a time lag. By suggesting a time | had ' 
lag or even any corrective legislation—I wanted to differentiate | decis 








between prohibitive legislation and corrective legislation. e 
Is it your feeling that such corrective legislation, laying down cer. | the A 
tain rules and guideposts along the road, would be helpful? Because M1 


even if this may be a tempest in a teapot, the fact remains that some |. 

people are concerned about the possibilities of abuse and anticipating | with 
abuse. Do you think it proper that legislation, corrective logislatinn _ parti 
or legislation of the nature which I have described, should be enacted, | Your 


for the protection of the officer and the Government, both ? that ] 

General Braptey. Yes, sir. I realize that you have a problem, and) AS 
I think it should be corrected, and as you stated earlier, if there are YS 
127 Members of Congress that have their doubts about whether or mr 
not this code of ethics is working, then we had better do something with 
to enforce it. tieuls 


So I think that some legislation is clearly indicated. What it is Ge 
I frankly don’t know. But as I stated earlier, I am sure that you | that } 
gentlemen, after studying this and getting all the information you | 


can, will propose something which will accomplish the purpose and) th 
answer this question. | Ger 
Mr. Heéserr. Of course we recognize that. We are called upon to Mr 
be Solomons, though many of us admit that we have the wiedouk of | ment 
Solomon. em 
Now is the chance to demonstrate, I think, that we do, with what we| *haty 
come up in this particular inquiry. Ger 
General Brapiry. Well, I think, sir, the retired officers, at least} *8@!2 
the ones I have talked to, were very pleased when this matter was i th 





referred to a committee. Because you usually come up with a good ; 

answer on a committee. But when you try to adopt something on be in 
the floor without hearings, you sometimes do something hurriedly . 
which may have some errors in it. But after hearing these questions policy 
before a committee—I am not saying that you are Solomons. None lidn, 
of us are. But I have full faith in your coming up with something ‘Me 
which is practical and will solve the problem. ¢ 


woulc 


Mr. Héserr. I am very glad to hear you say that, because the spokes. 
men—the accepted spokesmen for the retired military—and I am re- ott 


ferring to service magazines and service organizations—have seemed ad 
to have another idea, from what I have read of their editorial com- “ 


ment, that we are here to crucify the retired officer and conduct some = 
kind of a spectacular circus maximus. Of course, that is not the inten- the . 


tion of the committee; and, despite our protestations along those lines; 
there are some undoubtedly who feel other than you feel and ar "Ge 
spreading that word among their people: and I am very glad to heat! “ 
you, a man of your stature and reputation, express yourself along _—- 
that line. gees 
Any further questions from members of the committee ? a a 
Mr. Harpy. I have one more, Mr. Chairman. _ 


Mr. Héserr. Yes. | Sek 
Mr. Harpy. General, just to clear up, which may possibly be at) a 
incomplete observation: In connection with your statement that yor ——_ 
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wouldn’t know how to negotiate a contract—and I believe you said you 
had never had a procurement assignment; but, nevertheless, you have 
had to exercise considerable judgment or take part in at least policy 
decisions with respect to procurement, haven’t you ? 

General Braptey. Well, policy matters, yes. As Chief of Staff of 


\ the Army—— 


Mr. Harpy. That is what I wasthinking about. 
General Braptey. I certainly—I suppose I had something to do 
with the establishing of policy. But as far as letting contracts to any 


| particular company, I never made any decision. You have people in 


your logistics section and your assistant secretary for procurement 
that handle that. 

As Chief of Staff, I never dealt with any specific company or on 
any specific item. 

r. Harpy. Did you ever in that capacity have to make a decision 
with respect to a weapons system which might have involved a par- 
ticular company ¢ 

General Braptey. I don’t remember ever having made a decision 
that pertained to any particular company. 

Mr. Harpy. So your participation with respect to procurement was 
on the policy level ? 

General Brapiey. Yes, sir. 

Mr. Harpy. And the reason I raised that was because in your state- 
ment you referred to a retired officer who has been engaged in pro- 
curement or procurement policy. That is why I wanted to be sure 
that we had this complete. 

General Braptey. Well, the reason I added “or procurement policy,” 
again, was because the procurement officer, the actual procurement 
officer, is usually a lower-ranking officer that passes on that contract, 
but there might be a two- or three-star admiral or general who would 
be in charge of overall procurement who would set the policy, but 
wouldn’t go over each contract. That is why I included “procurement 
policy,” because that would take care of a two- or three-star admiral 
or general who might be over a lot of procurement people, but who 
did not actually get into the details of it. 

Mr. Harpy. What I actually was thinking was something that hap- 
pened more in the nature of the type of weapons systems in which 
decisions have to be made now. 

As to competing systems proposed by competing companies there 
are decisions that are made at a very high level with respect to that 
system which will be selected and that as a consequence affects the 

etermination as to who the prime contractor would be. That is under 
the present arrangement you have now, I believe. Wouldn’t that be 
true ! 

General Brapiey. Well, it might result. For example, if a com- 
pany—and it is usually some big aircraft company—is given the prime 
contract to develop a certain weapon or a weapons system, the chances 
are that when it comes time to let the contract you will let it there 
because they have all the knowledge on that particular one. 

Mr. Harpy. That is the thing that I was thinking about. Now, you 
might—for instance, even in your missile program where there is com- 
petition, with simultaneous development contracts going on, and a de- 
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“— made as to which would be used, that would be made at a higher 
evel. 

So although it might not be in the negotiation of a contract, itself, 
the decision which would really determine the contractor would have 
to be made at a very high level. 

General Braptey. That wasn’t what I had in mind when I referred 
to someone who had something to do with procurement policy. That 
is more of a command decision or a top-level decision which I wasn’t 
thinking of when I mentioned procurement policy. 

Mr. Harpy. I see. That would be an extra type of policy that might 
be involved. 

General Braptey. That might be, yes. But I feel reasonably sure 
that they would pick the system which showed the greatest promise, 
without regarding to who had it. 

Mr. Harpy. There have been other types of cases which might affect 
a particular contractor, that have had to be decided at a pretty high 
level. I am thinking now in terms of this depressed area business, 
I believe the Secretary ultimately makes a decision to award a con- 
tract in a depressed area at a higher price, for instance. 

(General Bradley nods. ) 

(Mr. Courtney nods negatively.) 

Mr. Harpy. Would that not be pretty well worked out at a level 
below the Secretary ? 








{ Mr 
of No 


Mr 


General Brapiey. Well, I am afraid I am not qualified to comment | 


on that too much. 

I know sometimes, at least I have heard rumors, that the contract 
was let into a depressed area when as a matter of fact somebody else 
was probably the low bidder and would normally have gotten the con- 
tract except for the fact it was in a depressed area. I am not kicking 
on that. Iam not saying that is wrong. 

Mr. Harpy. I am not, either. I am trying to explore the level at 
which the decision is made. That is what I was trying to determine. 

General Braptey. I think there—at the place you are talking about, 
the decision was made on economic ground, rather than any policy 
grounds or decision on the best company to do it. 

Mr. Harpy. The point 1 was trying to establish is that there are 
those areas of determination which affect the ultimate contractor that 
are made at a level above the normal contract. negotiator. 

General Brapiey. That is right; yes, sir. 

Mr. Harpy. That is what I was trying to develop. 


Mr. Héserr. General Bradley, the committee appreciates your ap- | here tl 
pearance here this morning. You have been most helpful, as usual, oy 


to the committee. 

Just one parting thought I want to leave with the committee in con- 
nection with the tempest in the teapot—Mr. Hardy. It is not only the 
127 Members of Congress who were concerned, but. the President of 
the United States himself evidenced a concern when he referred to the 
existence of a munitions lobby, which is another reason why we sit. 

Mr. Harpy. Yes, Mr. Chairman, I don’t want to leave the impres- 
sion that I thought it was a tempest in a teapot. 

Mr. Heéserr. I know you didn’t. But I just wanted it clarified. 
We want to find out whether the President himself was right or wrong. 
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Mr. Harpy. But I did have this feeling, that if it isn’t a tempest in 
a teapot maybe somebody in the Defense Department should have done 
something about it before. 

Mr. Hesert. That is correct. I emphasize that we are trying to 
get facts, and not. victims here. And we also want to find out—not 
only that the 127 Members of Congress who voted for the Santangelo 
amendment were concerned about something, but we also want to find 
out whether the President himself was unduly alarmed by something 
that did not exist or, in fact, does exist, as we will attempt to develop. 

General Bradley, you have the appreciation of the committee. 


_ And thank you very much, sir. 


~———— 





' 
! 


General BrapLey. Thank you, sir. 

Mr. Hézerr. Mr. Courtney. 

Mr. CourrnEy. The next witness is Mr. J. A. Swanson of the North 
American Aviation Co., and the vice president of the North American 
Aviation Co.’s Columbus Division, whose name is 





TESTIMONY OF W. H. YAHN, VICE PRESIDENT AND GENERAL 
MANAGER, NORTH AMERICAN AVIATION CO. 


Mr. Yaun. I am W. H. Yahn, vice president and general manager 
of North American Aviation, Columbus, Ohio, Division. , 

Mr. Courtney. And, Mr. Swanson ? 

Mr. Yann. I would hope to appear for Mr. Swanson. 

Mr. Courtney. Very good. Mr. Swanson, you are here. You are 
Mr. J. A. Swanson ? 

Mr. Swanson. That is right. 

Mr. Courtney. And are you the J. A. Swanson whose name appears 
in the advertisement of May 7, 1959, in the Wall Street Journal ? 

Mr. Swanson. I am. 

Mr. Courtney. Over the name of the North American Aviation Co., 


| Inc., of Columbus, Ohio? 


Mr. Swanson. That is right. 

Mr. Héserr. Will you gentlemen raise your hands? 

You do solemnly swear that the testimony you will give before this 
committee in the matters now under consideration will be the truth, 
the whole truth, and nothing but the truth, so help you God ? 

Mr. Yann. I do. 

(Mr. Swanson nods.) 

Mr. Hépnert. Be seated, gentlemen. 

Mr. Courtney. Mr. Chairman, these gentlemen have been invited 
‘here this morning to discuss an advertisement which appeared in the 
Wall Street Journal under date of Thursday, May 7, 1959, under the 
/heading— 


MILITARY ADVISER 


To advise—counsel—report to high level management on military matters as 
they apply to long-range development planning. Must be personable, with 
high degree of speaking and writing ability. Military background with rank 
of Air Force colonel or Navy captain or higher. Experience on Joint Staff of 
the Joint Chiefs of Staff desirable. Mail résumé to— 

Mr. J. A. Swanson 
} Employment Office 

North American Aviation, Inc. 
4300 East Fifth Avenue, Columbus, Ohio 
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Mr. Chairman, I have the copy of the paper here. You have photo- | 
stats of the advertisement before you. M 
I would ask that the advertisement be included in the report of this + 
proceeding, Mr. Chairman. I. 
Mr. Héserr. It will be included. in? 
(The advertisement referred to is as follows :) 


MILITARY ADVISER verti 


To advise—counsel—report to high-level management on military matters ag 
they apply to long-range development planning. Must be personable with high 
degree of speaking and writing ability. Military background with rank of Air Mi 
Force colonel or Navy captain or higher. Experience on Joint Staff of the Joint | divis 


Chiefs of Staff desirable. Mail résumé to— Mi 
Mr. J. A. Swanson 

Employment Office ; Mi 

North American Aviation, Inc. ment. 

4300 East Fifth Avenue Mr 


Columbus, Ohio 


Mr. Courtney. Now, Mr. Yahn, you have identified yourself as | reque 
the vice president in charge of the Columbus—am I calling it the} Mr 
proper name, Columbus division ? Mr 

Mr. Yaun. Columbus division; yes, sir. , italor 

Mr. Courtney. Just briefly, so we may identify and understand; Mr 
what is going on, what is the nature of the work carried on at the} this: 





Columbus division ? which 
Mr. Yaun. At the Columbus division of North American we are! allow 

engaged in soem | aircraft for the Navy. tracts 
Mr. Courtney. Now, are you an independent division ? work 
Mr. Yaun. No, sir; we are not. We are part of North American} this a 

Aviation, Inc. Gover 


Mr. Courtney. Well, do you operate independently of the parent: Mr. 
company in the performance of the contracts that you have just| was iz 





described ? ment 
Mr. Yaun. In performance of the contract, we do operate as a sep-| doing 
arate integrated unit. Ine 
Mr. Courtney. Asa separate unit ? ing, st 
Mr. Yaun. Yes, sir. and re 
Mr. Courtney. But integrated with the whole company ? other i 
Mr. Yaun. That is right. Now 
Mr. Courtney. And would the — who might be expected to re-| along, 
spond to the advertisement which we have just read into the record be) Mr. 
operating out of the Columbus division ? Mr. 
Mr. Yaun. Yes, sir;they would. They would be operating entirely) Mr, 
out of the Columbus division. Mr. 


Mr. Courrney. As a separate unit, do you then bid upon or seek to! Mr. | 
negotiate or obtain contracts within the competence and capabilities of} is the : 
your plant? sought 

Mr. Yann. Yes,sir;wedo. Wehave our own research and develop-| as to th 
ment group. We do submit proposals and bids and our signatures of} Mr. 
these proposals and the signature of contracts are, of course, a matter! Mr. | 
of corporate authorization. content 

Mr. Courtney. Now, Mr. Yahn, you were the vice president at the\ employ 
time this advertisement was inserted on May 7, 1959, were you not? | sirabili 

Mr. Yaun. No, sir. I was assistant general manager at that time! Mr, 7 
I became vice president and general manager June 5, I believe. our des 


militar 
| 
44) 


| 
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ito- | Mr. Courtney. That is just a few days following this advertisement. 

: | Mr. Yaun. That is correct. 
this | Mr. Courtney. So you are acquainted with the circumstances lead- 
_ jng to the advertisement and the purpose of the advertisement ? 
ic. Yaun. That is correct; yes, sir. 

, Mr. Courrney. And Mr. Swanson, whose name appears in the ad- 
yertisement, then, was under your supervision and still is; is that 
right ? 

~- r. YAHN. That is true; yes, sir. 

‘Air | Mr. Courrney. And he was acting for and in the name of this 
oint | division at the time the advertisement was inserted, on May 7 ? 

Mr. Yaun. That is correct. 

Mr. Courtney. Now, I believe—you seem to have a prepared state- 
ment, Mr. Yahn; do you? 

Mr. Yaun. No, sir; I do not, Mr, Courtney. We are here to answer 
| any questions that the committee may have, and in response to your 
f as | request that we came here. 

the} Mr. Courrnery. I noticed a package you have. I don’t know—— 

Mr. Yaun. You have asked for certain data and we have brought 
italong. 
rand} = Mr. ar Now, the first question I wanted to ask, Mr. Yahn, 
the| this: Since this appears to be an advertisement for employment 
which under the usual procedures of the Department of Defense is 
are! allowed to be charged as a cost allowance against Government con- 
tracts for whom the employee—on which he might be expected to 
work or be identified, will you state for the record whether or not 
‘ican | this advertisement is to be paid for by cost allowance against any 
Government contract ? 
ent! Mr. Yaun. Well, I did look into that, Mr. Courtney, because it 
just| was in your wire. We find that the cost of this particular advertise- 
ment was charged to our profit and was not charged to the cost of 
sep-| doing business. 

In explanation of that, if you wish, we have two types of advertis- 
ing, so-called institutional advertising that most contractors have, 
and recruitment advertising. And the one is charged to profit. The 
other is charged to the cost of doing business. 

Now, the accountants apparently make these decisions as they go 

ore, along, and I find this one was charged to profit. 
rdbe) Mr. Courtney. Well, this, then, would not be a cost allowance. 
Mr. Yaun. This would not be a cost allowance against our contract. 
irely) Mr, Courtney. Expenditure. 
Mr. Yaun. That is true, sir. 

ek to} Mr. Courtney. Now, as to the subject matter of the advertisement, 
ies of| is the advertisement as it is written and the type of employee who is 

sought to be engaged thereby, an expression of the company’s policy 
elop-| as to the desirability of men with this character and beskgwvurtd’ ? 
res of} Mr. Yann. I am afraid I didn’t get the whole question, sir. 
atter| Mr. Courtney. Is the advertisement which we have just read the 
contents of it, and the character of the individual whom you seek to 
t the\ employ—is that an expression of the company’s policy as to the de- 
t? | sirability of having such an employee? 
time! Mr. Yann. I can speak for the Columbus division, sir. And it is 
vt desire to obtain this type of capability and service from the 
| Muitary. 
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Mr. Courtney. So, then, this is an expression of the company’s | ning 
policy. 
Is it also an expression of the company’s needs in this field? “4 
Mr. Yaun. It is my personal opinion, Mr. Courtney, that it is our | jg wh 
needs in this field. I guess I need to explain that a little bit. to set 
The chief concern that we see today is the need to spend our talent > this f 
for research and development and engineering study in such a way | Mr 
as it will prepare us to submit the best type of proposal ultimately Air F 
when competitive requests for proposals are asked for by the military, | Mr. 
We feel that available military people who have been trained in| yr. 
strategy, who understand the needs of the type of weapons systems | wr. 
that may be required in the 5- or 10-year period in the future—and | ‘yr. 
that is what this job is for—are best able to guide us in the area where } Mr. 
we are spending our money for research and development. Mr. 
Mr. Courtney. Then this would be information prospectively to | if you 
be used in contracts which the company would hope to receive either any ot 
for research and development or follow-on ? ' r, 
Mr. Yaun. This would ultimately, we hope, result in contracts. But | lookin 
the real problem is to work with the limited talent that you have, of | type o 
engineering talent, in the areas that ultimately lead to our ability to | Mtr. 
submit proposals which will be successful. And this is quite far off. | down; 
As weapons systems’ complexity have advanced, it is necessary that we | Mr. 
work on the right sort of things, that we spend our talent and oureffort | Mr. 
ahead of proposals for those things which the Government and the | this gr 
country really will need. | Mr. 
Mr. Courtney. Then you would expect in this undertaking to ob- | much 1 
tain employees whose knowledge of the plans of the Government| Mr. 
for future development or exploration, as the case may be, would have | grades 
been acquired through the military service and through the position - petenc: 
which he occupied in the military service? Mr. 
Mr. Yann. Yes, sir; much like that. We would expect that men Mr. 
who have been trained in military strategy, trained in thinking as to | ynders 
what will be needed to combat the enemy 5 or 10 years in the future—| Mr. 
those men will be best able to work with our people and try to visualize | the pa. 
what type of weapons system will be required in those periods in the | do, 
future. | Mr. 
Mr. Courtney. Then, your company would expect to use this knowl- | Mr. ° 
edge or this talent acquired under the circumstances you have indicated | Mr. ¢ 





to carry on your business in the future ? Mr. ° 
Mr. Yann. Yes, sir. Mr. 
Mr. Courtney. Now, were you successful in obtaining any re-| industy 

sponses to this advertisement ? usually 
Mr. Yann. Yes; we were. | Mr 
Mr. Courrney. Have you engaged anyone as a result of the ad- | whole, 

vertisement ? Mr. ( 
Mr. Yaun. No, sir; we have not. | the exp 
7 


Mr. Courrney. What particular talent would you say or what in-| Mr. 
formation would be available to you if you were successful iM} divisioy 
employing or did employ someone who had experience on the joitt| ments, 
staff of the Joint Chiefs of Staff, which you say is desirable? that we 

Mr. Yann. Well, perhaps I can answer that this way. best wa 

This particular position developed about 2 years ago, only. Wejhope ou 
have been engaged in the past 2 years in setting up a long-range plan- 
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‘a « ‘oup. And the type of work that is done in this group is to 
obs ai oy the type of weapons system that will be required 5 or 
10 years in the future. And we set up long-range plans. And that 
uw | js what this man would be doing, that is attempting to visualize and 
to set forth for our Seen ivision what we expect will occur in 
nt ’ this future time period. 
Ay Or. Recuetien. owt, you speak of a background with the rank of 
ly Air Force colonel or Navy captain, or higher. 
y.| Mr. Yaun. Yes, sir. 
m)} Mr. Courrney. I note you excluded the Army from this. 
ms Mr. Yaun. No. 
nd | Mr. Courtney. Do you or don’t you? 
re) Mr. YAHN. No, sir; we do not exclude the Army. ; 
/  Mr.Courrney. What particular talents would you expect to acquire 
to | if you had an Air Force colonel or a Navy captain, to the exclusion of 
ler | any other ranks in the service ¢ 
| Mr. Yaun. I think that the particular type of talent that we are 
Sut | looking for is rather the ability to think and plan, than the particular 
of | ty TF ccevico uniform the man previously wore. 
to , r. Courtney. Well, I am thinking now of the gradation. You go 
off. | down now to the colonel and the captain in the Navy. 
we} Mr. Yann. Yes; well 
ort) Mr. Courtney. What particular repository of wisdom is there in 
the this grade? 
| Mr. Yaun. I think it is merely, sir, the matter of having spent that 
ob- | much time in the doing of this work. 
ent} Mr. Courrnry. Do you think that the lower echelons, the lower 
ave grades, would not be possessed of adequate talent, experience, or com- 
lon * petence ¢ 
Mr. Yaun. Well, probably some of those are 
nen | Mr. Courtney. I am not trying to aid small business, don’t mis- 
sto | understand me. 
e—| Mr. Yann. Mr. Courtney, I think it is merely a matter of evaluating 
me | the particular applications. And that is what we have attempted to 
the | do. 
_ Mr. Courrnry. Then this was an expression of general terms? 
ywl-| Mr. Yaun. Yes. An expression of experience. 
ated | ~=Mr. Courtney. Rather than a limitation. 

Mr. Yaun. That is correct, sir. 

Mr. Courtney. You feel you have the competence to skeak for your 
industry generally in this field, as to whether or not such talents are 
usually employed 7 

» Mr. Yaun. No, sir; I don’t believe I can speak for industry as a 
ad- | whole. 
Mr. Courrnry. So you are confining your remarks to the policy of 
the experience and the needs of your divisicitis is that right? 
__ Mr. Yann. Yes, sir. I am definitely confining it to the Columbus 
division. We are concerned with the problem of our future develop- 
ments. We are concerned with the problem of spending the money 
that we are currently spending on research and development in the 


best way that it can benefit the country and the Government, and we 
We | hope ourselves. 
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Mr. Courrney. Now, when. you speak of money, are you speaking 
of the money that would be used from Government research and de. | 
velopment contracts, or are you speaking of the company’s own funds | 
which might be used to explore or exploit a potential field? 

Mr. Yaun. I am speaking principally of the company’s own ex. 
penditures. 

Mr. Courtney. You think—— 

Mr. Yawn. Principally of the company’s own expenditures. We do 
have some few research and development contracts, but they are minor, 

Mr. Courrney. I have no further questions. 

Mr. Héserr. Mr. Hess. 

Mr. Hess. Mr. Yahn, the Columbus division of North American— 
did I understand you to say they enter into negotiations with the Navy 
procuring officers or procuring people, the procurement people? 

Mr. Yaun. Yes, sir; they do. 

Mr. Hess. That isn’t handled through the west coast division of 
North American ? 

Mr. YauN. Well, the west coast negotiators participate to some ex- 
tent in these negotiations, but the principal responsibility rests with 
the Columbus division for the Columbus contracts. 

on Soe And that includes also research and development con- 
tracts ¢ 

Mr. Yaun. Yes, sir; to the extent that we have them. 

Mr. Hess. And production contracts, also ? 

Mr. Yaun. Yes, sir. 

Mr. Hess. Have you at any time heretofore run an ad similar to the 
ad that was carried in the Wall Street Journal on May 7? 

Mr. Yaun. I don’t know of any ad that was similar to it. We have 
run a few ads in the Wall Street Journal. 

Mr. Hess. Asking for military personnel ? 

Mr. Yaun. There was no ad that was like this one, sir. 

Mr. Hess. Well, have you advertised at any time for military per- 
sonnel specifically ? 

Mr. Yaun. I am afraid I couldn’t answer that exactly because al- 
though there was one ad back a couple of years ago, I don’t think it 
used the words “military personnel.” To explain—I think it had to 
do with long-range planning, but I don’t think it used the me 





“military personnel.” Iam speaking only from my recollection now 
Mr. Hess. Is there at the present time a contract pending betw 
the Navy and some manufacturer in regards to research and develop- 
ment that would make you run an ad similar to this ad? 

Mr. Yaun. No, sir; not at all. 

There are no pending contracts that would have anything to da 
with this ad, as such. This ad is devoted entirely to the replacement) 
of an employee who was previously engaged in this same kind of long. 
range planning. 

Mr. Hess. Was he a military man ? 

Mr. Yaun. He was a military man. 

Mr. Hess. He is retired now 

Mr. Yaun. Yes. 

Mr. Hess. Retired from your employ ? 

Mr. Yann. Yes, from the Columbus division. 
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Mr. Hess. Is it your intention to use this Air Force colonel or Navy 

captain in actual negotiations for procurement of a contract? 
r. YAHN. Not at all, sir. 

Speaking for Columbus—I don’t know all the personnel in our 
other divisions, but. I feel confident that none of them are military 

rsonnel who are engaged in negotiations at all. And in Columbus, 
none of the people who are engaged in negotiation of contracts are 
military personnel. 

Mr. Hess. None of them ? 

Mr. Yaun. No, sir. 

Mr. Hess. You have a number of military personnel employed, 
don’t you ? 

Mr. Yaun. We do have several, sir. 

Mr. Hess. But none of them are engaged in contracting with the 
Government ? 

Mr. Yaun. Negotiations with the Government come under a sec- 
tion known as contract administration, and there is a pricing grou 
and contract project administrators who do this negotiating, an 
those people, to the best of my knowledge, and I think I am correct 
in this, are not military personnel and have not been military per- 
sonnel. 

Mr. Hess. You never called military personnel in to consult with 
them as to who they might contact in the military ? 

Mr. Yann. Not tomy knowledge, we never have. 

Mr. Hess. Allright. That is all. 

Mr. Hésertr. Mr. Winstead ? 

Mr. Wrnsteap. No. 

Mr. Héserr. Mr, Fisher? 

Mr. Fisner. Well, your procurement program comes under the 


jurisdiction of your contract administration ? 


Mr. Yaun. Yes, sir. 

Mr. Fisurer. The man for whom you advertised would not work in 
that division ? 

Mr. Yaun. That is true. 

Mr. Fisuer. That is all. 

Mr. Heénerr. Mr, Hardy? 

Mr. Harpy. Mr. Yahn, I understood you to say that there is a 
vacancy in this position now because the previous person who filled 
that need is no longer in the Columbus division ? 

Mr. Yann. Yes, sir. 

Mr. Harpy. And he was a military officer? 

Mr. Yann. Yes, sir. 

Mr. Harpy. And is he still with North American ? 

Mr. Yaun. Yes, sir; he is transferred to our Los Angeles division. 

Mr. Harpy. And what is his present scope of work ? 

Mr. Yaun. He is an assistant, I believe, on one of the programs in 
the Los Angeles division. 

Mr. Harpy. On one of the programs: You mean one of the con- 
tracts ? 

Mr. Yaun. Yes, one of the major weapons systems. 

Mr. Harpy. One of the major weapons systems contracts? 

Mr. Yaun. Yes, sir. 

Mr. Harpy. Well, he is an operations man? 
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Mr. Yann. I guess you would call him that, sir. 

Mr. Harpy. Is that a Navy contract or an Air Force contract ¢ 

Mr. Yaun. That is an Air Force contract. 

Mr. Harpy. What was his rank ? 

Mr. Yann. He was a colonel. 

Mr. Harpy. He was a colonel 

Mr. Yann. A colonel or a lieutenant colonel, sir. 

Mr. Harpy. So he hasn’t retired from North American. He has 
moved up. 

Mr. Yaun. He has either moved up or transferred, sir. 

Mr. Harpy. Well, which is it? 

Mr. Yaun. I really don’t know the difference between the two job | 
codes, you see, as to whether he got a substantial promotion. I think | 
it was a promotion. But it was not a great promotion, as my reco): | 
lection goes in this. 

Mr. Harpy. Although this ad appeared on May 7 you have not! 
filled that position ? 

Mr. Yann. I beg your pardon, sir? 

Mr. Harpy. You haven't yet filled that position ? 

Mr. Yaun. No, sir. 

Mr. Harpy. And I understood you to say you had quite a number | 
of replies. Could you say how many ? 

Mr. Yaun. About 70 replies were received. 

Mr. Harpy. Did you as a result of those 70 replies interview any 
of those people? 

Mr. Yann. Yes, sir. We interviewed I think some three or four,’ 

Mr. Harpy. Well, did you find no one satisfactory, or did you offer 
that job to anybody ? 

Mr. Yann. We have not offered the job to anyone. We did finda 
number that we are very much interested in. 

Mr. Harpy. Well, that job is still vacant. So it is not a matter of 
urgency, then, that it be filled. 

Mr. Yaun. It is planned to fill the job, sir, but we want to do it 
with the best possible personnel. 

Mr. Harpy. How long since the former occupant of that position 
was transferred ? 

Mr. Yaun. Several months. I don’t know the exact date. 

Mr. Harpy. Do you have a written position description for that 
job? 

Mr. Yauwn. Yes, sir. 

Mr. Harpy. May we have it? 

Mr. Yauwn. I don’t know whether it is here. But we can certainly! 
send it to you. 

Mr. Héserr. Please do. 

Mr. Yaun. I do not have it with me. But we will send it to you. 
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Miuitary ApvIsER Jos DescRIPTION, DEVELOPMENT PLANNING DEPARTMENT, 
CoLUuMBUS DIVISION 


RESPONSIBILITIES 


(a) Continually estimate the military posture of the United States from the 
present time over the succeeding 10-year period. This will require observation 
and evaluation of— 

(1) the roles and missions of the military service: 
(2) available and projected weapons systems ; and 
(3) national and international political situations. 
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(b) From considerations in paragraph (a) periodically report on the weapons 
system requirements and types of future weapons systems whose development 
would be of benefit to the Columbus Division, 

(c) Torecommend in broad terms military product development strategy. 

(d) Maintain liaison at all levels of the Department of Defense in order to 
accomplish responsibilities in paragraphs (a), (0), and (c). 

Emphasis in this liaison activity will be at high policy and planning levels. 

(e) Provide, as required, advice and consultation on matters regarding mili- 
tary combat and planning operations, techniques, and procedures. 

(f) Maintain liaison with the military sales department and engineering 
division for the purpose of keeping current on design, study, and sales activities 
related to military products. 

(g) Initiate and conduct studies leading to recommendations required in 
the above items. 

(h) Collate and evaluate information as to source, credibility, and signifi- 
eance to the Columbus Division. 

(i) Disseminate in a timely fashion evaluated information to appropriate 
management members in the form of bimonthly intelligence reports, or immedi- 
ately upon receipt of important information which may have an impact on 
division business. 

(j) Serve as a repository for information pertinent to military programs of 
interest to Columbus Division. 

AUTHORITY 


(a) To contact all sources, both company and external, necessary to the ful- 
fillment of responsibilities. 

(b) To request data of these sources. 

(c) Adviser to represent development planning department in area of re- 
sponsibility. 

ACCOUNTABILITY 

The military adviser is accountable to the department manager for his budget 
and the efficient and fruitful carrying out of responsibilities. 

Mr. Harpy. You have a lot of papers. I thought you might have 
had it. 

Mr. Yaun. I know it is not in here. 

Mr. Hésert. That description, of course, would be the description 
before the ad appeared, not after the ad appeared. 

Mr. Yaun. That is true. 

Mr. Héserr. Which is the subject before the committee. 

Mr. Yaun. That is true. 

Mr. Harpy. To whom did the previous occupant of that position 
report ? 

Mr. Yaun. He reported to the manager of development planning. 
Do you wish his name? Is that 

Mr. Harpy. No; the position is what I was thinking of there. 

And he had no responsibilities at all with respect to governmental 
procurements ? 

Mr. Yaun. No, sir. He was not charged with any responsibilities 
for sales, negotiation, or procurement. 

Mr. Harpy. Mr. Chairman, I would be interested in seeing the 
written position description. 

Mr. Hésert. I think you also could furnish the committee with the 





name of the individual who held that position. 


Mr. Yann. All right, sir. 
This position was formerly occupied by Wallace S. Ford. 


Mr. Harpy. Thank you. 
Mr. Héperr. I assume that North American has a uniform system 
of accounting ? 
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Mr. Yaun. Yes, sir. 

Mr. Hépert. In making its books up for the cost of a contract. 

Mr. Yaun. Well, I am afraid you are a little out of my field. | 

Mr. Hiétzerr. W ell, you ought to know. 

Mr. Yaun. We do havea uniform system of accounting. I can say | | 
“Yes” to that. I think it varies with divisions, though, . sir. 

Mr. Héserr. Well, by that do you mean to say that there is one | 
system of auditing and accounting in one division and another system 
of auditing and accounting in another division 

Mr. Yaun. Well, what I meant by that is, is that the nature of the 
account, because of ‘the nature of the business which is done—— 

Mr. Hiéverr. I am talking about Government business. That is all | 

we are interested in. Is there a uniform system, a uniform practice | 
in all divisions as related to Government contracts, for charges against 
that contract ? 

Mr. Yaun. I believe I would have to refer that to our treasurer, | 
sir. I really now am outside my field on this. 

Mr. Héserr. You are the manager of the division, You don’t know 
what was chargeable and was not char geable ¢ 

Mr. Yaun. We do have at Columbus Division, sir, a uniform sys- 
tem of accounting. 

Mr. Héserr. Well, is that system in consonance with the system em- | 
ployed by other divisions of North American ? | 

Mr. Yaun. It is compatible, I am sure, because they are all as- | 
sembled and become a corporate financial statement. But since we 
have the Rocketdyne Division, Atomics International Division, and 
some commercial work, I suspect 

Mr. Héperr. I am not talking about commercial work. I am talk- 
ing about Government work, solely and purely. 





Mr. Yaun. I am afraid I can’t answer , except for the Columbus , 


Division, sir. 

Mr. Héserr. Because if you don’t have the uniform system, I think 
that the Pentagon should put the ad in to get some new people there. | 
Because they w vould have no uniformity of what is allowed and what | 
is not allowed. | 

Now, do you know that as a matter of fact advertisements for em- 
ployment is allowable as a charge to the contract ? 

Mr. Yaun. Yes, sir. 

Mr. Héserr. In the Government operation ? 

Mr. Yaun. Yes, si 

Mr. Hépverr. Then why was this one single ad chargeable to profit 
instead of to the uniform manner of charging to the contract ! 

Mr. Yaun. Well, I found in my examination of accounting action 
that there are frequent adjustments and changes. If you would wish 
my personal opinion, I feel it should have been charged to burden, 
as a part of our regular course of business. 

Mr. Hérerr. That is what I am trying to develop now. Why was 
this ad so singular? ¢ 

Mr. Yann. It so happens it was charged to profit, sir. And I 
could only report the fact to you. 

Mr. Heésertr. This you say—this was charged to profits and not 
to the contract ? 

Mr. Yaun. That is true. 
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Mr. Hésert. You are not in a position to tell us why this ad was 

ut in and chargeable to profits instead of to the contract, this 
isolated case ? 

Mr. Yann. My opinion is that it is an error, sir. 

ov Héperr. It is an error. Then it should be charged to 

rofits 
f Mr. Yaun. It should not be charged to profits. 

Mr. Héperr. I mean it should be charged to the contract. 

Mr. Yann. Right, that is my opinion, sir. 

Mr. Hézerr. As manager of the division you don’t know how it is 
going toend up, then? You are the responsible head. 

Mr, Yann. Yes, sir. 

Mr. Harpy. Mr. Chairman, on that score—since you have made 
that pecoyery, didn’t you issue any instructions that it be properly 
charged ? 

Mr. Yaun. I am afraid we haven’t had the time. I have been 
traveling quite a bit and I found this information out just before 
we came down here. 

Mr. Harpy. Then it is your intention to make those instructions to 
your accounting section ? 

Mr. Yann. Yes, sir. 

Mr. Harpy. Then any previous advertisement of a similar nature, 
why, was charged to the then contract, rather than to your profit ? 

Mr. Yaun. It is a matter of normal practice, sir, to charge recruit- 
ment ads to burden, which is ultimately distributed to Government 
contracts. 

Mr. Harpy. That is what I know. That is why I was trying to 
understand this one, too. 

Mr, Yann. Yes, sir. 

Mr. Hézert. This seems to be an unusual ad, in every field. 

Mr. Yann. I think because it appeared in the Wall Street Journal 
and because it was not like our engineering ads, is what probably con- 
fused the accountants on it. But I am conjecturing and I shouldn’t 
do that, I know. 

Mr. Hénserr. If it appeared in the Podunk Daily it wouldn’t have 





| made any difference at all, about the charge. Appearing in the Wall 
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Street Journal you are appealing to a very select audience, when you 
appeal to the readers of the Wall Street Journal, and the peculiarities 
surrounding the ad—particularly after your job description. 

Now can you tell me what made it necessary that this individual 
be personable, with a high degree of speaking and writing ability ? 

Mr. Yaun. Because in developing our long-range plans he contacts 
the division heads of our Columbus division. This is—— 

Mr. Héperr. Well, an ability to speak. I mean I know a great 
many technicians and engineers who don’t have that peculiar per- 
sonality or peculiar ability of writing or speaking. 

Now why do you emphasize that in thisad? You want a good sales- 
man, don’t you? 

Mr. Yaun. Because he presents his long-range plans to our man- 
agement group and because he writes them up and because they ulti- 


mately come out in a brochure form. 


_ Mr. Hénerr. Oh, you want him to be articulate before the people 
i your own organization he is going to sell, and knows what he is 
going to sell to outsiders ? 
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Mr. Yaun. That is true; yes, sir. 

Mr. Hésert. Is there any particular reason why you prefer service 
on the Joint Chiefs of Staff? Could it be—— 

Mr. Yaun. I would say it is because of the excellence of planni 


| 


which is probably going to be learned by the individual that has had | 


that type of experience. 


Mr. Hésert. Would it be possible you would want to know the | 


information that he carries with him from the planning, or his 
participation in the Joint Chiefs of Staff? Isn’t it a matter of fact 
that these plans go on and are projected into the future for years? 

Mr. Yaun. Yes, sir. 

Mr. Hésert. Or were you atempting to buy his knowledge of what 
he learned on the Joint Chiefs of Staff and have that transposed into 
your own organization ? 

Mr. Yaun. I think it is clear, sir, that we were attempting to get 
that kind of knowledge, so that we can come up with weapons systems 
which will effectively combat the enemy. And it is that type of 
research— 


Mr. Hesert. Of course, we are all trying to combat the ona 
G 


We are all for America and we are all for defense, but the speci 
question I asked you is weren’t you in effect attempting to buy the 
knowledge that this individual carried from his service on the Joint 
Chiefs of Staff, where all papers were available to him ? 

Mr. Yaun. We were attempting to get all his experience, sir. 

Mr. Hésert. Well, that is correct. You were attempting more to 
get the knowledge that he had gained with his exposure and associa- 
tion with future plans, in order to guide yourselves, your company, 
into a preferred area of competition. Well, isn’t that the fact, what 
you are trying to do? 


Mr. Yaun. Yes, sir. I think I said exactly that, that we were | 
trying to do the best job we can in the area of difficult planning of 


engineering research and development that precedes by many years, 
sometimes 2 or 3, the time when a competition for a new design occurs, 

Mr. Hésert. I don’t disagree with that. And I certainly do thank 
you for your frank statement. That you are not only trying to buy 


the individual’s ability but you are trying to buy the knowledge that , 


he acquired in a high echelon of secret and classified planning. 

Any questions of the committee? 

Mr. Courtney. I have a further question, Mr. Chairman. Mr. 
Yahn, in view of your change of attitude toward the propriety of 
charging the cost of this advertisement to a Government contract as 


a cost allowance—didn’t I understand you to answer my direct ques- | 
tion by saying that the individual whom you hired or would hire in | 
response to this advertisement would be to assist you in future plan- | 
ning, and if that be true would not the money that would be expended | 


for future planning, predesign competition, be the money of the | 

company rather than that which would accrue from performing a | 

Government contract ? 
Mr. Yaun. Yes, sir. 


Mr. Courtney. Well, then, why would you seek to charge your | 


planning money, your company planning money or expenses, against 
a Government contract ? 
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Mr. YAHN. Well, I think the explanation lies in the fact that both 
the group of developing and planning as well as such things as recruit- 
ment advertising are part of divisional or company burden and that 
burden is distributed against Government contracts to the extent that 

eriods of time involved are able to pick up this burden. 

Mr. Courtney. Then, would we understand that in your relations 
with the Government you charged the expenditure, the expenditures 
made, in furthering the company’s or the division’s own business 
toward Government contracts, rather than charging it to the expense 
of doing business ? 

Mr. Yaun. I am not sure I understand your question, Mr. Courtney. 
Would you rephrase it for me? 

Mr. Courtney. Well, I will ask you this, then: Do you finance your 
future work with your own funds or do you finance it with Govern- 
ment funds? 

Mr. Yaun. Engineering study work, research, and development 
work, that is considered related to the type of business we are doing, I 
think as a matter of industry practice, even, is a part of the contractor’s 
burden. Within an engineering department you have direct labor 
and indirect. And people who are involved in study programs are 
a part of indirect. 

So to the extent that you have direct work going in there, the indirect 
is assigned to it. This is my understanding of the accounting treat- 
ment of it. 

But I would prefer, if we are going to get into this area, if we 
could have our treasurer answer this question. 

Mr. Courrnry. Well, the question is: As a matter of company 
policy and Government payments, whether or not the Government is 
expected, on your change of allocation of this item, to supply funds 
for recruitment for the private or the projected business of the com- 
pany some time in the future. 

Mr. Yaun. Well, it is my understanding, Mr. Courtney, if we take 
the case of recruitment of engineers, which is going on continuously, 
that the cost of that recruitment of those engineers is charged as a 
part of the indirect cost to the Government contracts. If I am cor- 
rect on it. 

Mr. Courrney. I thought you made the distinction in this case. 
But if you don’t I think we will just let the record stand just the way 
it 1s. 

[ have another question, Mr. Yahn, Perhaps Mr. Swanson could 
answer it if you have not the immediate knowledge. I haven't asked 
him any questions yet. 

In the responses which you received, did you receive responses from 
people or officers who had been in the procurement field and with whom 
your company had theretofore had dealings? Either one of you. 

Mr. Yaun. I don’t know whether Mr. Swanson has examined them 
more carefully than I. If he has, I wish he would answer. 

Mr. Courtnry. Whichever one of you can answer. 

Mr. Yann. But I have gone over them, and I recognize none of 
these people as having to do with procurement. And I think IT know 
most of the people that we deal with in procurement. 
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Mr. Courtnry. Now with respect to the three that you say that are 
under consideration. 
Mr. Yaun. Yes, sir. 


Mr. Courtney. Any of those three, or had any of those three been | 
in the procurement field at any time in the last several tours of duty? | 


Mr. Yaun. To the best of my knowledge, they have not. 
Mr. Courtney. What had been their field? “Let us understand, 


Mr. Yaun. They have been engaged mostly in long-range planning, | 


I think—well, I can’t recall the details of their applications, but gen. 
erally speaking these people did reply to the tone of the ad and did | 
stress their knowledge of long-range planning. 

Mr. Courrney. And those are the three that are presently aie | 
consideration ? 

Mr. Yaun. Yes, sir. 

Mr. Héserr. Just one final question for the record. The commit. | 


morning ? 

Mr. Yaun. Sir, I speak only for the Columbus division, which J | 
have knowledge of, and not for the whole North American Corp. 

Mr. Hézerr. Then would the policies of North American Corp. be | 


different than the policies of the division in Columbus, which you | 


head ? 
Mr. Yaun. They might differ from division to division. 
Mr. Hézerr. Well, let me put it this way: If you are contrary in 


— to North American, North American Aviation, the parent | 


dy, would certainly make its own policy known to you. 

Mr. Yaun. Yes, sir. 

Mr. Héserr. So the committee is to assume that the division at , 
Columbus of North American Aviation is the policy of North Amer. 
ican Aviation, because you have not been told otherwise. And if it 
had been otherwise, in the natural course of events you would have | 
been told otherwise. So—— 

Mr. Yaun. Well, Mr. Chairman, we have policies and many of them | 
are written and many of them are not. Each division general man- 


ager is given considerable latitude. And in this particular case, this | 


action and my remarks are based entirely on the Columbus division, 
and I cannot speak for the corporation as a whole. 

Mr. Héserr. Has Mr. Atwood, the president of North American | 
Aviation, taken cognizance of this ad? 

Mr. Yann. Mr. Atwood does know of the ad. 

Mr. Hésert. What was his reaction ? 

Mr. Yaun. I have not asked him for a reaction, Mr. Chairman. 

Mr. Hésert. What did he tell you about the ad? 

Mr. Yaun. We discussed my coming down here and answering all 
the questions that the committee may wish to ask with respect to 
the ad. 

Mr. Hézert. He expressed no opinion about the propriety of this 
ad? Tellus. 

Mr. Yaun. Not insomany words, sir. 


| 


tee is to understand that you are representing North American Avia- | 
tion Co. and are speaking for North American Aviation Co. this | | 
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Mr. Hézerr. Not in so many words; what did he say about the 


propriety of this ad ? 


Mr. Yaun. He said it would be necessary for me to come down as 
requested and to answer all the questions that the committee may have 
on the matter. 

Mr. Héverr. Mr. Atwood raised no objection to this ad, as to its 
os aged ¢ 

Mr. Yaun. The ad was not brought to Mr. Atwood’s attention until 
just very recently. 

Mr. Hészerr. I didn’t ask that quesetion. I don’t care how recently 
it was. I asked—recently when it was brought to his attention did 
Mr. Atwood express any opinion as to the propriety of this ad? 

Mr. Yaun. We discussed only my appearance here and the ques- 
tions which might be raised. I did tell Mr. Atwood that I planned 
to answer all the questions the committee asked with respect to it. 

Mr. Hézerr. I have asked you did Mr. Atwood express any opinion 
as tothe propriety of thisad. He either did or he didn’t. 

Mr. Yaun. I think if the ad had been submitted to Mr. Atwood it 
probably would have been not so worded, because it was—and this 
may even have been true if it had been submitted to me. Because it 
was our intention, Mr. Chairman, to get available military personnel, 
and from the replies we received those are the type of personnel who 
answered, as opposed to contacting them directly. These people—— 

Mr. H&serr. Did Mr. Atwood express any opinion as to the pro- 
priety of this ad? 

Mr. Yaun. I think 

Mr. Héperr. “* Yes” or “No.” 

a Yaun. I don’t believe he did, in so many words. But I 
think—— 

Mr. Héserr. Was there any indication in what he expressed that 
was indicative of what he was thinking about the propriety of the ad? 

Mr. Yaun. My understanding of his feelings would be that he 
would have preferred that the ad would not have been so worded. 

Mr. Héserr. You could have answered that a long time ago. 

Mr. Yaun. [am sorry. 

Mr. Hésert. That is all of the witness. 

The committee will stand in recess until tomorrow morning at 10 
o'clock, at which time Admiral Carney, Lieutenant Commander An- 
thony, and Commander Porter will be the witnesses. 

The committee will go into executive session. 

(Whereupon, at 11:52 a.m., the committee adjourned.) 
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EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
PERSONNEL BY DEFENSE INDUSTRIES 


WEDNESDAY, JULY 22, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 
The subcommittee met at 10 a.m., Hon. F. Edward Hébert (chairman 
of the subcommittee) presiding. 
Mr. Héserr. The committee will be in order. 
Members of the committee, we have with us this morning Admiral 
Carney, former Chief of Naval Operations. 
Admiral, will you first identify yourself for the record?) Then we 
will give you the oath. 


TESTIMONY OF ADM. ROBERT B. CARNEY, U.S. NAVY, RETIRED 


Admiral Carney. Adm. Robert B. Carney, U.S. Navy, retired. 

Mr. Héserr. Will you stand and take the oath, please. 

You do solemnly swear that the testimony you will give before this 
subcommittee in the matters now under consideration will be the truth, 
the whole truth, and nothing but the truth, so help you God? 

Admiral Carney. I do, sir. 

Mr. Héserr. Mr. Courtney. 

Mr. Courtney. Mr. Chairman, Admiral Carney does not have a 
prepared statement this morning. He does have, however, a few 
observations on the general subject of what constitutes selling, and 
also on the general subject of influence as it might or might not appear 
in the career of a naval officer of his experience, and considering also 
the offices he has occupied during his tour of duty in the Navy. 

Admiral, if you would like to proceed with that subject, first, we 
can then get into the specifics. 

First, can you tell the committee in your own experience whether 
or not. you have had pressures or influence exerted upon you in the 
formulation of policy or in formulation of any action or combination 
of actions which would lead to the ultimate awarding of a contract 
to any specific concern ? 

Admiral Carney. No, sir; I have never experienced that at any 
time in my active service. 

Mr. Courtney. I should have prefaced that, Admiral, by asking you 
whether or not in your tour you have occupied positions that can be 
generally described as procurement. offices ¢ 

Admiral Carney. No; I have never been in a procurement position. 


| I have never had duty with the material bureaus in any relation to 


171 











172 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


contracts. My service has been almost entirely in the operational end, 
except with respect to the Shore Establishment, maintenance, and 
things of that sort, when I was the Deputy Chief of Naval Operations 
for Logistics, and prior to the war in what they called the Shore 
Establishment Division. 

But I was not actually in a position to decide on contracts, nor to 
negotiate contracts. 

Mr. Courtney. No. But with respect to the formulation of policy 
which might lead to the ultimate awarding of a contract as, for 
example, which type of weapon would be best suited for the Nav 
requirements, would that have come under your cognizance as Chief 
of Naval Operations or in your prior offices ? 

Admiral Conmen. Yes; I think it very definitely would have, be- 
cause this would have to do with the establishment of requirements, 
But there never was any instance of any pressure being brought to 
bear on me in that connection. 

Mr. Courrnry. Now, with respect to the conduct of retired officers 
of the Navy Department particularly, or others with whom you have 
had an acquaintance over the years, are you able to state to the com- 
mittee whether or not you have been subjected to any influence or any 
suggestions of a possible course of action by these individuals? 

Admiral Carney. I don’t think I quite understand that question, 
Mr. Courtney. 

Mr. Courrney. I say, have you from your acquaintances in the 
naval service, the retired naval service, during your tour of duty—let’s 
be specific, Chief of Naval Operations. 

Admiral Carney. Yes. 

Mr. Courrney. Where you would be setting up requirements for 
the Navy Department, at least as a part of the group that would be 
setting up requirements. 

(Admiral Carney nods. ) 

Mr. Courrnry. Have you ever been subjected to influence, sugges- 
tions, or a request for a particular consideration of any particular | 
weapon or thing to be used by the Navy Department ¢ 

Admiral Carney. No, sir; I have not. 

I can’t recall specifics, Mr. Courtney, but I did from time to time 
over the years discuss the relative merits of proposals. But I don’t 
consider this to be influence, or certainly not improper influence, in 
fact, to persuade one as to the correctness of an argument, a technical 
argument, but as far as influence on a specific contract is concerned, | 
absolutely not. 

Mr. Courtney. But the discussions having to do with the suita- | 
bility of, let us say, a weapon, to be specific. 

{ 


ee 


Admiral Carney. Yes. 

Mr. Courtney. Would you consider that to be within the normal 
duties and requirements of your office ? 

Admiral Carney. Yes, very definitely, because you are endeavoring | 
to produce equipment that will meet the basic requirements. 


‘ 


Now, as far as the technical explorations are concerned, those were 
also outside of the purview of the Chief of Naval Operations. 

Mr. Courtney. As far asthe technical ? \ 

Admiral Carney. Yes, as far as the technical aspects of any such 
discussion. This would be outside of the purview of the Chief of 
Naval Operations. It would rest in the technical bureaus. 
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Mr. Courtney. By that do you mean the evaluation of the weapon 
from a technical point of view, or are you speaking about contracting 
for a weapon ¢ ‘ . 

Admiral Carney. This, Mr. Courtney, is an integral part of this 
influence question, in my opinion. ! 

The process is so complex that I don’t see how it is possible for one 
person to exert anything that approaches effective influence on the 
outcome of a specific contract for aspecific major item. _ é 

Mr. Courtney. Well, can you explain the process as it would exist 
inthe Navy ? 

Admiral Carney. Yes. 

Mr. Courtney. So we may understand, then ? 

Admiral Carney. In the first place, there is the development of a 
requirement which has been formalized in all of the services, and 
these usually stem from the operating forces who say that they need 
a weapon or equipment of certain particular characteristics to enable 
them better to perform their missions, 

Mr. Courrney. Let us take a missile, for example, suppose the op- 
erating fleet says “We would like a missile of a certain competence, a 
certain distance, and certain destruction power.” 

Admiral Carney. This would be first accepted at face value, that 
this is what they need. Then this would be subjected to an examina- 
tion as to technical feasibility. And this in itself is a fairly com- 
plicated process, where a complex system is being dealt with. And 
ultimately, after going through the technical evaluation, a very care- 
ful scrutiny as to the actual need of this particular system—this is 
evaluation at the departmental level—it ultimately comes to the point 
where it is anehiaal as an item in the budget submission. And there 
it has to take its chances on priorities with other things that are ur- 
gently needed. And then eventually with the Secretary of the Navy’s 
approval and the further approval in the Department of Defense, 
this then becomes a formalized requirement, which is the basis of a 
budget submission. 

Mr. Courtney. This is the go-ahead, then, to build the weapon or 
whatever it is said is feasible to build ? 

Admiral Carney. Yes, sir; this is to ask the Congress for the money 
to go ahead with this particular project. Now, this goes through 
many steps and any one of those steps could be fatal to the success of 
the project. After that 

Mr. Courtney. You are speaking of the technical steps ? 

Admiral Carney. Technical steps, both technical in the sense of 
scientific and engineering, as well as technical in the sense of opera- 
tional performance and requirement. 

Thereafter it gets into the bureau which has cognizance, and there 
again there is a very elaborate process. And recently great emphasis 
has been placed on the competence of management of a company to un- 
dertake a project of this sort. 

Furthermore, in the more complex systems it has been found that 
very few companies alone have the capabilities for producing all of the 
requirements, and producing the entire system. So we have a team of 
companies. And the examination of the competence of those com- 
panies goes into their financial capabilities, the earnestness and atten- 
tion paid by top management, the detailed qualification of the scien- 
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tific and engineering people that are going to be employed on this 
project, the percentage of their time that can be devoted to it. This 
is regarded as highly important. 

Mr. Courtney. Now, Admiral, does that occur within the bureau 
which has cognizance? 

Admiral Carney. Yes, sir. 

Mr. Courtney. Let us say the Bureau of Aeronautics, just to pick 
one. 

Admiral Carney. Yes, sir; and presumably in discussion with 
the Assistant Secretary who has materiel cognizance. 

Then we have the question of letting out bids to those companies 
that are considered competent, or by negotiation—whichever method 
ischosen. And again they go through a very elaborate technical evalu- 
ation of the entire system and all of its components. 

Mr. Courtney. And where is that done, Admiral ? 

Admiral Carney. Beg your pardon, sir ? 

Mr. Courtney. Where and how is that done ? 

Admiral Carney. That is done within the technical bureaus, sir. 

Mr. Courtney. Within the technical bureaus ? 

Admiral Carney. Within the technical bureaus. And this is one 


of the reasons which I think makes it physically almost impossible | 


for any retired officer to exert any effective influence. You would 
have to have them spaced every 10 feet along the line to make sure 
that all influence points were covered. And I don’t think that this is 
possible. 

Now, in the second place, sir, I don’t think that any one person ina 
military department is in a position to make an arbitrary decision even 
if he chose to. 

Mr. Courtney. Now, will explain that, Admiral ? 


Admiral Carney. Well, let us assume that Admiral A came to the ° 


conclusion that this was a very fine product, and he would like to have 
it. Unless the technical evaluation supported his conclusion he would 
be out on a limb. He would be naked as a jay bird. And he couldn't 
make that decision stick. 

I doubt very much if even the Secretary of the Department. would be 
in a position to make any such arbitrary decision in view of the much 
closer coordination of the departments which exist now at the Depart- 
ment of Defense level. 

So here is a second point. Even if it were possible to exert. this 
influence, which I gravely doubt, I don’t think that it would be feasible 
or likely for any one person to pick up that influence and to imple- 
ment it in the form of a decision. 

The third point is that in my own experience, Mr. Courtney, I would 
very much have resented any retired officer coming in and trying to tell 
me how to run a show for which I was responsible, and for which 
he was not responsible. And I feel quite sure that any attempt to do 
that would probably meet with the same rebuff, and rightly so. 

So on that score alone, I don’t take very much stock in this business 
of trying to exert influence. ia 

The last thing, which perhaps T should have mentioned first, sir, 1s | 
that the integrity which I feel sure characterizes people who have per- ! 
formed long and honorably in the military services isn’t something to 
be cast aside like a cloak on the day of retirement. And T doubt—I 
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just simply do not believe—that officers who have been trained in the 
ethics of the military services, and have abided by those ethics, and 
been guided by them over the years, are going to abandon them and 
take up another way of life with a looser code of ethics. 

Mr. Courtney. Now, Admiral, in the course of these evaluations, 
you have described the process. Let us go back to the original idea 
that someone can build, let us say, a Terrier missile, before it got its 
name or shape or form, and had some idea of how the thing could be 
put together. ; 

The fact of the obtaining of the evaluation requires some doing, 
doesn’t it ? 

Admiral Carney. Yes. But these are not the results of casual con- 
yersations by any one particular person. Such a missile in itself is a 
complex bird, and the presentation, to arouse any interest whatsoever 
inthe Department, would have to be one which not only asserted capa- 
bilities of interest to the Department, but also asserted the ability to 
put together all the components that would work. 

So this is not a casual matter at all. If a concept of this sort were 
dreamed up by an outside company—and many of these ideas, a great 
many of them, do come from outside of the services—it would still have 
to go through this evaluation process and wouldn’t be accepted at face 
value. 

Mr. Courtney. But, nevertheless, would it be possible to exert in- 
fluence in order to have a particular scheme or plan or missile evalu- 
ated in the first instance, taken into this process that you have just 
described ¢ 

Admiral Carney. Well, it is only the influence of logic and the in- 
fluence of compelling reason, which I don’t think you would call “in- 
fluence” in that sense. 

This also, I am sure, would be a team proposition, because I doubt 
very much if any one man can come in mile make a presentation of any 
such complex system. I don’t think any one man knows enough to 
do it. 

Mr. Courtney. But at that point—or, let us assume that the idea 
presents something that seems attractive or seems feasible—then it 
goes through the process that you have just described ? 

Admiral Carney. He makes what we would call an unsolicited pro- 
posal. 

Mr. Courtney. Right. 

Admiral Carney. To the Department. Sometimes this is only a 
proposal to obtain assistance in the financing of a further study of an 
interesting concept. If the concept proves to be of interest to the 
operational people, and to the technical bureaus, this may begin with 
astudy contract. And this is no guarantee that the award of a con- 
tract for the hardware is going to go to the people who are awarded 
the study, or the research and development work. 

Mr. Heéperr. May I ask a question, John? 

Mr. Courrney. Yes. 

Mr. Heserr. Admiral, it is very interesting, this process, which I 
think we are all familiar with. But let us look at the other side of 
the com—and T am interested in the open-door policy now. 

When the door is closed, who has the key to get intothe door? Isn’t 
it perfectly logical to assume that an individual who has served so 








176 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


many years in the military would have the access to places where the 
ordinary individual who had not served these many years could not 
get in? 

In other words, not using you as an example, but Admiral X, or 
General Z. After having retired, wouldn’t he be at an advantage to 
get into certain places over an individual who had not had such service 
and such connections and such background ? 

Admiral Carney. Mr. Chairman, I think it might be quite possible 
for him to be able to initiate a conversation with somebody in the 
department more easily than someone who didn’t know him—who 
didn’t know the man in question. But this really isn’t too signifi- 
cant, because this conversation has got to be backed up by managerial 
and technical competence to have any significance. 

And there is another thing, sir. If the door happens to be closed 


to him in one place, he can always go to the Secretary of a Depart- | 


ment and get his hearing. I believe this has probably been done on 
a good many occasions. 
Mr. Héperr. Now let us be practical and realistic about this busi- 


ness. The spadework is done on the level of preliminary work to the | 


ultimate decisions, and it runs out in many directions. And if a 
defense contractor has in his employ an individual who has just left 


the Pentagon, wouldn’t that contractor be in an advantageous posi- | 


tion, for that individual to know to whom to go? 

Admiral Carney. Yes, I think he would, sir. 

Mr. Héserr. That is the thing I am trying to point out. 

Admiral Carney. Yes. 

Mr. Hésert. You pointed out that it is impossible. 

Admiral Carney. As far as exerting influence—I believe it is im- 
ossible to exert the influence. But as far as gaining access to some- 
dy that you have known for a long time—why, I think that is quite 


true. ; 


Mr. Héeerr. It is human nature. That is natural, isn’t it? 
Admiral Carney. Yes, sir. 
Mr. Héserr. And that is the way the American people do business. | 

Admiral Carney. Yes, sir. | 

Mr. Héserr. I am trying to develop the possibilities of this thing. 
If I may be personal, to demonstrate exactly what I mean, I think it 
is significant to show the way the American mind runs. 

Twenty years ago when I came to Congress I was a newspaper 
reporter. I came to Congress not to make Congress a career, not 
to stay in Congress. I didn’t think it was possible to stay that long, | 
with political things as they are, particularly in the State from which | 
I come. 

But the real reason that I wanted to come to Congress was, and 
stay for 2 years, because I thought I would be a better reporter when I 
left Congress, after 2 years of contacts. 

Now, can you imagine the advantage a reporter would have having 
served a term in on ress, making acquaintances and becoming | 
known to different people, so that when he went out again to take up | 
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the newspaper business he could get in doors and places where the 
reporter who did not have those contacts, and did not have those 
personal friendships, could not enter, And that really, I thought I 
would be a better reporter, because I could open doors that the other 
reporter couldn’t open. 

Admiral Carney. Well, a man is always taller by reason of valu- 
able experience, sir. So I think this is true in every walk of life. 

Mr. Hézerr. So when a military man leaves the service of the mili- 
tary he has access to certain places that the civilian who has not been 
afforded that opportunity of experience or association is denied; 
isn’t that correct ? 

. Admiral Carney. No. I think the access is easier, sir, but I don’t 
think it is denied. 

Hr. Héserr. It is easier? 

Admiral Carney. Yes. 

Mr. Héeverr. That is the whole thing. 

Admiral Carney. Yes, sir. 

Mr. Hépzerr. Again, I say, let’s be realistic. Any company—not 
the companies for which you work, but any company—if the company 
had in its employ an individual who could pick up the telephone and 
call “Dear Old Joe,” down at the Pentagon, that certainly would 
facilitate matters, wouldn’t it ? 

Admiral Carney. I don’t know what “Dear Old Joe” would say, 
though, sir. 

Mr. Hévertr. Well, that would be up to the individual. 

Admiral Carney. Yes, sir. 

Mr. Heéserr. I am talking overall. 

Admiral Carney. Yes, sir. 

Mr. Hx&serr. I am not being specific. 

Admiral Carney. Yes, sir. 

Mr. Heserr. I am addressing myself to the pattern. 

Admiral Carney. Yes, sir; I think that is quite obvious, sir. 

Mr. Hiéperr. And that is the area that concerns most people. 

Admiral Carney. Yes. 

Mr. IHlénerr. Now, whether it is a fact or not that is something that 
we have tolookat. You agree to that ? 

Admiral Carney. I do, sir. And I think that this investigation is 
something that is really very much needed; because of the public 
attention given to the matter, all of the factors should be sorted out. 

I personally think that this is the one way that it can be put in 
perspective, and I think it is an excellent thing that it is being sub- 
jected to this look-see. 

Mr. Heénerr. Well, that is what we are attempting to evaluate here. 

Admiral Carney. Yes, sir. 

Mr. Héserr. And to put in perspective and to keep in perspective. 

All right, Mr. Courtney. 

Mr. Courtney. Now, Admiral, before we leave this subject, I would 
like to get an expression from you in your own experience as to what 
in your understanding constitutes selling. 

You realize, of course, that there are prohibitions in the criminal 
laws with respect to selling, or for features of pay in the nonpenal 
statutes, and there are a multiplicity of directives, all dealing with this 
one word “selling.” 
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You are now outside the service. We can understand what nego- 
tiating a contract would be. That would be some form of participa- 
tion. That is not so difficult. But let us get to this business of what 
constitutes selling. - 

What, in your opinion, would constitute selling to the military? 
What action ? 

Admiral Carney. Broadly speaking, sir, I would say that “a dis- 
cussion directed toward the urging of the military to purchase a par- 
ticular product” would be the best definition that I could give of 
selling. 

Mr. Courtney. Then I take it you wouldn't limit the definition to 
the man who is actually signing the contract or had the order book in 
his hand? 

Admiral Carney. No; I don’t think it should be limited to him, 

Mr. Courtney. I think that is all. 

Mr. Héserr. Now, Admiral, you were given a questionnaire, as 
all retired officers were, and which you promptly submitted. And I 
may say you submitted it very promptly. 

would like to address myself to this questionnaire and the re- 
lies therein. And keeping in mind that the committee is only 
interested in moneys received from defense contractors whose prin- 
cipal business is defense contracts, and which in effect is the public 
money—the defense dollar. 

Now, since leaving the Chief of Naval Operations Office until the 
present time—if you have your questionnaire in front of you‘ 

Admiral Carney. Yes, sir. 

Mr. Hépert. I have a copy here. 

What position are you occupying now ¢ 

Admiral Carney. I am chairman of the board of Bath Iron Works 
Shipbuilding Corp. Iam a director 

Mr. Héserr. Suppose we break them down and take them in order, 
for clarity. Let us start and go from one to the other. 

Now, you are chairman of the board of directors 

Admiral Carney. Chairman of the board of Bath Iron Works. 

Mr. Hésert. Bath Iron Works. What is your salary ¢ 

Admiral Carney. My salary is $25,000 a year. 

Mr. Héperr. What are your duties as chairman of the board? 

Admiral Carney. The duties are as prescribed by the bylaws, which 
are to preside over meetings of the board of directors and of stock- 








holders, and I quote from the bylaws, “and such other duties as the | 


board may from time to time prescribe.” 

In my particular case no such additional duties have been pre- 
scribed. 

Mr. Heéserr. Then, why did you underscore that in your question- 
naire, that no additional duties have been prescribed # 

Admiral Carney. Because I wanted to make it clear that I did not 
have managerial, sales, or negotiating responsibilities for the corpor- 
ation. 

Mr. Héserr. Then is the committee to understand that your duties 


as chairman of the board of Bath Iron Works is to preside at the 


board of directors’ meetings and stockholders’ meetings, period / 
Admiral Carney. Yes, sir. 
Mr. Heperr. That is all you do as chairman of the board? 
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Admiral Carney. That is correct. 

Mr. Hésert. For which you receive $25,000 ? 

Admiral Carney. That is correct. 

Mr. Héperr. How often does the board meet ? 

Admiral Carney. The board meets every 2 months. 

Mr. Héserr. Every 2 months. So, in other words, you have six 
meetings a year ? 

Admiral Carney. Yes. 

Mr. Héserr. At which you moderate or act as chairman of the board 
of directors, and receive $25,000 for that service ¢ 

Admiral Carney. That is correct. 

Mr. Héserr. That is all you do for Bath Iron Works? 

Admiral Carney. Yes, sir. 

Mr. Héserr. Now, what is your next? 

Admiral Carney. I am a director of the Fairchild Aircraft & 
Engine Corp., and a consultant to the management. 

Mr. Héserr. How much salary do you receive from Fairchild 
Corp. ? 

Admiral Carney. I receive $12,000 a year as consultant and the 
director’s fee, which is $200 if attending. 

Mr. Héperr. If attending? 

Admiral Carney. If attending. One hundred dollars if not at- 
tending. 

Mr. Héserr. How many meetings of the board of directors do you 
attend of Fairchild ? 

Admiral Carney. I have attended, I think, all but one in the past 
4 years. 

Mr. Hénert. Now, when were you named to the board of directors 
of Fairchild ? 

Admiral Carnry. In September 1955, sir. 

Mr. Héserr. When did you retire as Chief of Naval Operations? 

Admiral Carney. The 17th of August 1955. 

Mr. Héserr. And on September 25, 1 month later, you were named 
tothe board of directors of Fairchild ¢ 

Admiral Carney. Actually it was a little earlier than that. I think 
it was September 7, Mr. Chairman. I have forgotten the exact. date. 

Mr. Heéperr. In a matter of 3 weeks you were named to the board 
of directors of Fairchild ? 

Admiral Carney. Yes, sir. 

Mr. Héserr. Were you also employed at that time as a consultant, 
or did that develop later ? 

Admiral Carney. That developed after I was brought to the board, 
but immediately afterward, sir. 

Mr. Henerr. Well, then, the committee is to understand that imme- 
diately after, or within a period of 2 or 3 weeks of your retirement as 
Chief of Naval Operations, you were placed on the board of directors 
of Fairchild and also employed as a consultant at $12,000 a year? 

Admiral Carney. That is correct, sir. 

Mr. Hésertr. Now, what are your duties as consultant ? 

Admiral Carney. Thay have included recommendations to the man- 
agement about management organization, internal organization in the 
corporation with respect to research and development-investigations, 
analysis, and procedures. 
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I have advised them from time to time as to areas in which I thought 
the company might profitably make a contribution in terms of the 
capabilities of the corporation in its various divisions, and in certain 
instances I told them that I thought that they were wasting their time 
in certain areas and that some of their product development items 
didn’t have practical application, in my opinion. 

Mr. Héserr. Have these conversations been casual or very formal! 

Admiral Carnry. No. Isubmitted them in the form of written rec. 
ommendations to the management, as a rule, sir. 

Mr. Héserr. How much time would you say you devoted to Fair. 
child, man-hours ? 

Admiral Carney. There is no average time, sir. There have been 
times when I have spent a great deal of time on the study of their 
problems. At other times there are slack periods. 

Mr. Hézerr. Well, use your own yardstick. In other words, we are 
trying to evaluate exactly how much time is devoted to Fairchild, 

Now, specifically, as chairman of the board of Bath Iron Works, 
you were very interested in what happened there, or what does happen 
there ? 

Admiral Carney. There is one thing you didn’t ask me about this 
Bath business, sir, which I would like to get in. 

Mr. Heserr. If I don’t ask you the question, you answer the unasked 
question. We want to get everything in. 

Admiral Carney. Yes, sir. 

The presiding over a board of directors meeting is naturally pre- 
ceded by a good deal of homework to understand what the problems 
of the corporation are, and in order to do that intelligently I have to 
familiarize myself with the entire spectrum of their management 
problems. 

I introduce items of my own in the board meeting, which I think 
that the corporation should take under advisement or the management 
should study and report back to me. So although the actual attend- 
ance is six times a year, there are a good many hours and a good many 
days spent in work to permit me to speak and act intelligently when 
those meetings take place. 

Mr. Héperr. Well, that is understandable. 

Admiral Carney. Yes. 

Mr. Héperr. You read the reports and you look at the books and 
find out exactly how things are going. 

Now, what other employment do you have? 

Admiral Carney. I am a consultant to the management of West- 
inghouse. 

Mr. Hérert. How much do you receive for that ? 

Admiral Carney. I get $7,500 a year from them. 

Mr. Héserr. And what are your duties as consultant to the man- 
agement of Westinghouse ? 

Admiral Carney. I have worked with the managment on the de- 
velopment of their own research and operational evaluation organiza- 
tion within the corporation. I have advised them as to areas in which 
I think the capabilities of the corporation have military application 
and to which they could make a contribution, specifically steering them 
into systems areas which I think they could make a contribution in 
which they have a good competitive position. 
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Mr. Héserr. In general, your duties with Westinghouse are much 
the same as your duties with Fairchild ? 

Admiral Carney. Except that I am not a member of the board, sir. 

Mr. Hénerr. Except that you are not a member of the board ? 

Admiral Carney. Yes. Iam only a consultant to management. 

Mr. Hi&serr. Consultant to management, which is much the same. 

Admiral Carney. Yes. 

Mr. Hiéserr. Now, do you have any other positions from which you 
recel ve——— 

Admiral Carney. I am a director of Nationwide Securities Corp., 
which is a company affiliated with Calvin Bullock in New York. 

Mr. Héperr. Are they defense contractors ? 

Admiral Carney. No, sir; itisa mutual fund. 

Mr. Hénerr. Do you have any other—do you receive any other 
remunerations? I notice from your questionnaire that Westinghouse 
furnishes you with office space. 

Admiral Carney. They furnish me with office space in the build- 
ing which they occupy here in Washington; yes, sir. 

Mr. Héverr. And that is your headquarters, and that is furnished, 
of course, rent free, to you # 

Admiral Carney. That is correct, sir. 

Mr. H&rerr. The same as a Congressman’s office is rent free to him, 
including the ice water in the office ¢ 

Admiral Carney. Yes, sir. 

Mr. Héserr. Now, I notice you put on there “secretarial service.” 
What company is that ? 

Admiral Carney. Iam in association—I am an associate of a public- 
relations group and planning group in New York City. They pay 
my secretary. 

Mr. Héserr. They merely furnish you secretarial service? 

Admiral Carnry. That is correct, sir. 

Mr. Hererr. Mr. Hess. 

Mr. Hess. Admiral, what portion of the Bath Iron Works is Gov- 
ernment business at the present time ? 

Admiral Carney. Well, it is probably 98 percent, sir. We have one 
small subsidiary company which is out of the defense field, but their 
volume is just 2 or 3 percent of the total. 

Mr. Hess. I presume that applies to the Fairchild Engine Corp., 
also, being about 98 percent ? 

Admiral Carney. No; they are going into outside fields. But that 
company is in a state of transition right now. There has been a man- 
agement reorganization. There have been a couple of heavy defense 
contract cancellations, and their percentage of commercial business is 
considerably higher and they are diversifying into the commercial 
field. 

Mr. Hess. So that the $12,000 salary that you receive from them a 
portion of it at least would be applied to the commercial business, 
would it not ? 

Admiral Carney. Well, I don’t know how they bookkeep that in 
the company, Mr. Hess. 

Mr. Héverr. For the record, Mr. Hess, the contract with Fairchild, 
which was canceled out, the defense contract, was recently reinstated. 
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They opened their plant at Hagerstown to almost full operation, with 
5,000 employees; is that correct, Admiral ? 

Admiral Carnry. What is that, Mr. Chairman ? 

Mr. Héperr. I say, a contract which was either canceled or con- 
templated to be canceled with Fairchild was recently reinstated, which 
would bring up the workload of the Hagerstown plant of Fairchild to 
almost full operation, 5,000. 

Admiral Carney. I am not aware of that, sir. 

Mr. Héserr. Well, perhaps at the next board of directors’ meeting 
you will learn about it. 

Admiral Carney. Yes. 

There was a cancellation of the Goose missile. 

Mr. Hésert. It has been reinstated, I know. 

Admiral Carney. I haven’t heard that, sir. 

Mr. Héserr. I don’t know whether that was one of the ones or not, 

Mr. Price. There is some sort of a new contract. I am not certain 
whether it is a missile contract. 

Mr. Hépert. It is a defense contract. 

Mr. Price. That is right. 

Mr. Héperr. A defense contract has been reinstated. 

All right, Mr. Hess. 

Mr. Hess. All right. 

You mentioned, Admiral, that as the chairman of the board of the 
Bath Iron Works that you preside over the meetings and, of course, 
you familiarize yourself with the business of the corporation. 

Aren’t you from time to time called upon in an advisory capacity to 
consult with management there on some of the Government contracts 
that they have, in the carrying out of the contract ? 

Admiral Carney. No. Only as they are discussed in general terms 
as to the progress, as to where we stand on expenditure of man-hours 
on our work curve, what the prospects are for completing contracts 
within the contract figures, and what may be done to do a more eco- 
nomical job, production job. But I can’t be specific about that. But 
matters of this sort are brought up in every meeting, and they are the 
substance of frequent telephone conversations and discussions that I 
do have with management. 

Mr. Hess. With your background of experience in the Navy these 
many years, why, I think the information that you might give them in 
the carrying out of contracts might be very valuable to the corporation 
and also to the Defense Department, or the Department of the Navy, 
in construction of destroyers or something of that kind. That is the 
reason I asked you the question. 

I think that is all, Mr. Chairman. 

Mr. Héserr. Mr. Price. 

Mr. Price. Admiral, are you employed by a specific division of 
Westinghouse, or for the overall corporation ? 

Admiral Carnry. No, sir. My agreement is with the president of 
the company, sir. 

Mr. Price. That is all. 

That is all I have, Mr. Chairman. 

Mr. Héperr. Mr. Fisher? 

Mr. Fisrer. No questions. 

Mr. Hévert. Mr. Hardy? 
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Mr. Harpy. Admiral, when Secretary Gates was before the com- 
mittee he referred to the president of a corporation as being the No. 1 
salesman and the chairman of the board as being the No. 2 salesman. 

In connection with your duties as Bath Iron Works’ chairman I 
take it that you have not had occasion to contact the Bureau of Ships 
in connection with any of their planned operations or their contracts ¢ 

Admiral Carney. No. 

Mr. Harpy. Do you know what is the value, the current value, of 
Navy contracts with Bath Iron Works that have been entered into 
since you became chairman of the board # 

Admiral Carney. We presently have about $200 million of active 
contracts, with a backlog of about around $130 million, now, sir; we 
have contracts for four guided missile destroyers and four guided 
missile frigates. 

Mr. Harpy. Were any of those competitive bid contracts or were 
they all negotiated ? 

Admiral Carnry. They are all competitive, sir. 

Mr. Harpy. Sealed-bid competition ? 

Admiral Carney. Well, I think that they were competitive subject 
to negotiation by management. But they were on a competitive basis. 

For instance, in the last go-around we had bids in for two ships 
and we were advised that our bid was not within the competitive 
range. 

Mr. Harpy. The reason I ask that question: I am not sure as to 
just exactly how the recent awards have been made, but I seem to re- 
call an award to Bath Iron Works some years back that I think was 
the subject of a hearing before this subcommittee. As I recall that 
aotioular award, it had been originally a sealed-bid proposition, and 
then was converted to a negotiated proposition, and the award was 
made to Bath Iron Works at a substantially higher figure than had 
been offered by certain other shipbuilders. 

Admiral Carney. I don’t know the details of that, sir. I wasn’t 
there. 

Mr. Harpy. Well, that is my recollection; I don’t recall the dates. 

Mr. Hérerr. Mr. Anderson was then Secretary of the Navy. 

Were you then Chief of Naval Operations? 

Admiral Carney. I was Chief of Naval Operations, but as I re- 
call—if this is the case you have in mind, Mr. Chairman, my recollec- 
tion of it is a little bit different from what Mr. Hardy said; there 
had been an award to Bath which was subsequently canceled, and 
the award was then given to Bethlehem Steel, whose bid was higher 
than Bath’s had been. 

I was not concerned in this business, being Chief of Naval Opera- 
tions at. the time, but I remember that there was a great deal of dis- 
cussion about it. 

Mr. Harpy. Well, I don’t remember how this thing developed. But 
the reason that I raise this one was to try to understand the type of 
contracts that have been entered into during this more recent period. 
And my recollection was that in the beginning this particular one 
about which this committee held some hearings had started out to be 
a competitive sealed-bid proposition, and was changed to a negotiated 
proposition, and the award was made to other than the low bidder. 

Admiral Carney. Well, the bids are submitted on a sealed basis. 
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Now, what happens after that,.sir: I think to get the details of it 
you would have to get management and the Bureau of Ships to give 
the information, because I have had no part of those negotiations or 
discussions. 

Mr. Harpy. Let me clear my thinking in connection with this one 
that we held these hearings on. 

Wasn’t it correct that that award was ultimately made to Bethle- 
hem? 

Mr. Kuun. I am not certain about that, Mr. Hardy. We can cor- 
rect that. But it was under 2304(a) (16), to maintain the mobiliza- 
tion base. 

Mr. Harpy. And the award of the contract was made at a substan- 
tially higher price than had been bid, by at least one or two other 
shipbuilding concerns. 

Mr. Courtney. Including Bath. 

Mr. Kuun. Yes. 

Mr. Harpy. Now, what I was trying to determine was whether or 
not any of Bath Iron’s existing contracts for ship construction were 
awarded at a higher price than might have been secured from other 
shipbuildings. 

Admiral Carney. I don’t think so. I believe competitively that 
our position has been a very excellent one. 

Now, this last time we were not in the competitive range, and were 
so notified. 

Mr. Harpy. Well, I think—our information is that most of the 
current contracts have been awarded on the basis of competitive 
negotiations. I don’t know exactly what “competitive negotiation” 
is. But I believe rather than on a strictly sealed-bid proposition. 
Most of them have been negotiated under some so-called competitive 
arrangement. 

Admiral Carney. My view when I was in the Department, sir— 
although I didn’t actually engage in the negotiations—was that some- 
times it is necessary to go into this so-called competitive negotiation, 
which I admit is an ambiguous expression, but it would be perfectly 

ossible for an unqualified company either deliberately or not know- 
ing the pitfalls of the business, to submit a bid which would be un- 
soundly low and if this bid is then examined by the bureaus and in 
the light of their experience is found to be impracticable they are 

oing to toss this thing out, because they would be in the position of 
aving to bail out a company for not being able to complete its 
contract. 

And it was my view at the time that there was some merit to this 
question of negotiation. I think now the tendency has been in other 
areas of procurement to go into this question of management compe- 
tence before even permitting a company to bid, which I think is a 
much sounder arrangement. 

Mr. Harpy. Well, actually, Admiral, you don’t get very many pro- 
posals for the construction of these vessels from other than old time 
experienced shipbuilders, do you? 

Admiral Carnry. It has been opened up; recently there have been 
as many as 11 or 12 people that come in. 

Mr. Harpy. Certainly there would be no question of competence by 
Bethlehem and New York Ship and Newport News. 
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Admiral Carney. No. 

Mr. Harpy. None of those would be likely to be thrown out on 
that basis. 

Admiral Carney. No. 

Mr. Harpy. There would be quite t number, I suspect, of east coast 
shipbuilding concerns that would be perfectly competent and 
qualified ¢ 

Admiral Carney. Oh, yes, and with a great experience behind 
them. 

Mr. Harpy. And I was thinking more in terms of competition as 
between Bath and those, than I was with some new one who might have 
just bought out an old Navy excess facility. Of course, I expect you 
might run into some lack of competence in those cases. But I would 
expect that the competition with those would probably not be very 
great. 

I have no further questions. 

Mr. Héeserr. Admiral, pursuing Mr. Hardy’s questioning and your 
expression, if I recall it, exactly what you said—sometimes you said it 
is necessary to go into competitive negotiation? Is that what I under- 
stood you to say ? 

Admiral Carney. What I said, Mr. Chairman, was that when I was 
still on active duty I thought that there was some merit to competitive 
negotiation, in order to make sure that a bid was something that could 
be fulfilled by the company bidding. 

Mr. Héperr. You said sometimes it is necessary to do that, didn’t 
you? 

* Admiral Carney. I didn’t intend to, if that is what I said. I said 
that was my view when I was on the active list on the subject, sir. 

Mr. He&serr. Because I want the record to be very clear on that. 
“Sometimes” is not involved at all. It is all the time. That is the 
great concern of this committee, that so much competitive bidding 
ends up with a negotiated contract and is not competitive at all. So 
that is the practice and the policy. And if ever a contract was 
awarded on a straight out-and-out closed bid in these areas, this com- 
mittee is certainly not cognizant of it. In fact, the practice is, on the 
so-called competitive negotiation—and that is the area to which we 
address ourselves, and the possibility—not the fact apparent, but the 
possibility of the influence being used in these negotiations, as to which 
company gets it, and that narrows the field that somebody can then 
draw the contract. 

And also the record that these contracts have been awarded to people 
who have put in higher bids for one reason or another, plausible or 
not. 

So the practice is the so-called competitive negotiation manner, in- 
stead of the competitive bid. And that is certainly prevalent in the 
Navy Department. 

Now, I failed to ask you one question. What is your retired pay ? 

Admiral Carney. It is $1,074 a month. 

Mr. Héserr. As an admiral. I mean it is standard throughout. 
But I just wanted to have it in the record. 

Admiral Carney. No, it is not standard; I receive less than four- 
star officers retiring now. 

Mr. Hépverr. Now, Admiral, in addition to these fees or salaries—I 
think you list, too, you expect $6,000 worth of directors’ fees. 
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Admiral Carney. Yes. . 

Mr. Heésert. Those $6,000 in directors’ fees—if you get $200 a 
month, or, rather, a board attendance, for Westinghouse, I think it 
is 





Admiral Carney. Fairchild. 

Mr. Hésert. Oh, Fairchild. That amounts to $2,400. 

Admiral Carney. That is correct. 

Mr. Héserr. Where do the other fees come, directors! Any de- 
fense plants? 

Admiral Carney. $3,000 from Nationwide Securities which has no 
defense business. 

Mr. Hésert. Well, you don’t have to say if it doesn’t come from 
other sources in defense. 

Admiral Carney. $600 from Bath. 

Mr. Heéperr. And $600 from Bath. 

Now, do you have any expense account in any of these industries! 

Admiral Carney. The only expense that I am reimbursed for or 
have claimed is actual travel and meals and hotels. I have no other 
expense account. 

Mr. Hésert. Well, if you desired, for instance, to have a party for 
Westinghouse officials, that would be out-of-pocket and not—— 

Admiral Carney. I haven’t claimed 1 penny for entertainment of 
anybody since I retired. If I want to entertain the Westinghouse peo- 
ple, I entertain them out of my pocket, sir. 

Mr. Hésert. Out of pocket? 

Admiral Carney. That is correct. 

Mr. Heésert. Do you entertain any people from these companies 
with which you are associated, in defense, at parties, in order for them 
to meet people from the Pentagon ? 

Admiral Carney. No, I have not. There have been some of them 
present, but this has been incidental. 

Mr. arene. Incidental. That would not be the purpose of such 

arties ¢ 
\ Admiral Carney. No, sir. I don’t recall any particular instance, 
actually, but it might very well have happened. 

Mr. Hépert. But you wouldn't consciously invite anybody to a 
party because they happened to be in the Pentagon ¢ 

Admiral Carnry. No, sir. 

Mr. Héserr. I mean people that you worked with. 

Admiral Carney. No, sir. 

Mr. Hépert. Or do you? 

Admiral Carney. I do not. 

Mr. Heéserr. You do not. 

Any further questions from members of the committee ? 

Mr. Hess. No questions. 

Mr. Courtney. I have a question, Mr. Chairman. 

Admiral, may we refer to your answer to question 19. 

Now, in connection with the planning and other work that you 
perform for these companies for whom you are a consultant, your an- 
swer to question 19—would you mind reading that answer, Admiral. so 
we can understand it ? 

Admiral Carney. Yes, sir. 
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From time to time I have discussed operational requirements, needs, and 
deficiencies with the Chief of Naval Operations and certain of his assistants, 
with various operational commanders, and with the Office of the Director of 
Guided Missiles in the Department of Defense. The topics discussed include 
general seapower and strategy developments on which retired naval officers are 
encouraged to keep posted, deficiencies in requirements in fleet air defense, 
deficiencies in requirements in the developments of the field of antisubmarine 
warfare, NATO air defense deficiencies and requirements, general weapons 
systems trends in terms of the operational needs of the United States, and 
friendly nation forces, air resupply of naval forces at sea, missions, tasks, and 
management of the Pacific Missile Range, weight and power trends in nuclear 
propulsion, and problems in the field of guided missile production. 

Mr. Courtney. Now, Admiral, in the answer which you have given, 
the information which is developed from these sources and these 
circumstances is current information, is it not? 

Admiral Carney. Yes, sir. 

Mr. Courtney. Now, with respect to the balance of your answer to 
the question. 

Admiral Carney (reading) : 

General naval information and views were made available to me when serving 
on the advisory panel of the Gaither committee and as naval adviser to the 
Uresident’s Committee on Foreign Aid— 
the so-called Draper Committee. 

Mr. Courtnry. Now, the Gaither report is the one which deals with 
national defense and the posture of national defense, but which thus 
far has not been made public. 

Admiral Carney. That is correct, sir. 

Mr. Courtney. Now, will you continue. 

Admiral Carney (reading) : 

Antisubmarine warfare discussions were set up in connection with the work 
of aforementioned committees, in connection with the establishment of NATO 
ASW research center— 
and I am the director of the management company of that center. 

Mr. Courtney. Is that a private operating company, or what ? 

Admiral Carney. Pardon? 

Mr. Courtney. Is that a private operating company, or what? 

Admiral Carney. This isa subsidiary company that was established 
by Raytheon under Italian charter for the management of the re- 
search center which is located in La Spezia, Italy. I am a director of 
that company. 

Mr. Courtney. That is a privately owned and operated company, 
is it not ¢ 

Admiral Carney. The work is to be funded by the Department of 
Defense, but Raytheon was selected as the managing company for it, 
and had to set up this subsidiary under Italian charter in order to 
do it, to conduct it on Italian territory. 

Mr. Courtney. So this brings together under this management, 
then, the current information with respect to antisubmarine warfare 
and plans and projects for it, as would be developed by the NATO 
countries for the NATO countries? 

Admiral Carney. The purpose of it is to solicit, or to elicit, rather, 
every possible thought on the antisubmarine problem from all of the 
nations concerned in NATO. In other words, to get all the foreign 
scientific talent to back up what we have in search of breakthroughs 
in this particular problem. 
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Mr. Courtney. Now, this again is current information, Admiral? 

Admiral Carney. Yes, sir. “And in connection with general discus- 
sions of operational deficiencies and requirements which also covered 
fleet air defense and other operational aspects.” 

Missile and missile range discussions are incident to my chores as 
chairman of the NSIA missile advisory society. That is the National 
Security Industrial Association. 

Mr. Courtney. That is a private association ? 

Admiral Carney. This is an association of contractors which was 
formed at the instigation of Mr. Forrestal some years ago, as the Na 
Industrial Association, and later broadened its charter when the Un- 
fication Act went through in 1947 and became the National Security 
Industrial Association. 

They have a missile advisory committee, and I am chairman of that 
committee. 

Mr. Courtney. Specifically, what advice is given or what informa- 
tion is exchanged within this committee with reference to matters af- 
fecting national defense or the plans and projects for national de- 
fense ? 

Admiral Carney. We are presently investigating four areas. To 
be perfectly frank with you, Mr. Courtney, I wasn’t sure at first that 
there was a job for this committee to do, and I was rather reluctant to 
waste people’s time until I saw that there was something to do. 

There is an area in which there can be an exchange of production 
know-how between the various companies outside of the field of pro- 
prietary interests. There is a very vital question with respect to re- 
liability of components; great concern has been expressed for the 
failures of small components in the missiles which resulted in very 
costly destruction. 

And there are two other areas, similar areas, in which we believe 
that the missile business—oh, the third one that is of great importance 
is the question of the ground environment of the major missiles, be- 
cause we find that some 70 percent of the total missile system is going 
into these tremendous ground environment installations. And we 
feel that the closest engineering attention is necessary there because 
this may be a field of very considerable savings with improved engi- 
neering and improved planning in this area. 

These areas have received the endorsement of the Director of 
Guided Missiles Office in the Department, as areas in which we would 
—_ that some results might be achieved. 

Mr. Courtney. Then this is an exchange of information between 
manufacturers, is that it? 

Admiral Carney. It is an exchange among manufacturers and as 
between manufacturers and the director of Guided Missiles’ Office in 
the Department of Defense. So it is sort of a team operation in three 
or four selected areas. 


Mr. Courtney. Then the current information from the Depart-. 


ment of Defense to the Director of Guided Missiles, and from your 
own informed sources, is exchanged with these manufacturers under 
this Se geaitiational setup, in the National Security Industrial Asso- 
ciation ? 

Admiral Carney. Yes, sir. 

Mr. Courtney. Is that right ? 
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Admiral Carney. This particular committee is not a technical com- 


representation, and it is fundamentally a management approach to 
these problems. 

Mr. Courtney. Now, the last portion of the answer deals with your 
NATO exchanges. 

Admiral Carney. NATO requirements have been discussed with 
NATO commanders and from time to time with foreign military 
officers. 

That is more or less incidental, but I included it to complete the 
record, 

Mr. Courtney. And in that case your information might be said 
tobe current or reasonably current ? 

Admiral Carney. Fairly so, sir. 

Mr. Courtney. Those were the only questions I had, Mr. Chairman. 

Mr. Harpy. Mr. Chairman. 

Mr. Heéperr. Yes. 

Mr. Harpy. Admiral, in connection with these points Mr. Courtney 
has just been discussing, the first paragraph in your answer to question 
19 relates to a variety of matters which you are as a retired naval 
officer encouraged to keep familiar with and to discuss with operational 
people within the Department. 

Now, I was just wondering: A great deal of that material is, of 
course, classified, I mean a great deal of the information which you 
would discuss would be classified. But I would presume that a con- 
siderable amount of it is unclassified / 

Admiral Carney. That is correct; yes, sir. 

Mr. Harpy. Well, now, I don’t want you to draw any connotations 
from this question, but wouldn’t there be a great many developments 
which would come to your attention during the course of these dis- 
cussions—in keeping yourself informed, wouldn't there be a con- 
siderable amount of unclassified information which would be of value 
to the Fairchild Engine Co. and the Bath Iron Works, for instance ? 
Iam thinking, for instance 

Admiral Carney. I don’t quite understand your question. 

Mr. Harpy. You have one item, I notice, that you discuss and keep 
in touch with—the general weapons systems trends in terms of opera- 
tional needs of the United States and friendly foreign nations. 

Admiral Carney. Let us take the first company, sir. As far as Bath 
is concerned, this really would do Bath no good at all. The ship’s 
characteristics, of the ships that are built at Bath, are determined in 
the Department, and there is virtually no application to that. This 
isa cut and dried proposition. We receive the design characteristics. 
We go ahead and develop them with our design agent. So this has 
really no application as far as Bath is concerned in there. 

Take the case of Westinghouse. I personally had felt great concern 
about, we will say, the question of fleet air defense. Westinghouse has 
certain capabilities in this area. In talking to the operational com- 
manders I found that they still feel some concern about it, and I have 
advised Westinghouse to put their special study group on this to go 
into it more thoroughly, which they do. And they have a group of 
people which do nothing but this type of analysis. They make their 
views known then to the production divisions which go into it further. 

44112—59——13 
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And this may or may not result in a proposal to the Navy Department | 
for some particular component, subsystem or even a system, if they | 
feel they have the capability for it. 

This is the process that I am describing here. 

Mr. Harpy. Well, wouldn’t it be an advantage to any industria] 
organization to be in a position to keep informed on trends in the 
development of military items which the Defense Department might 
be in the market for at an early date ? 

Admiral Carney. Well, I think they all do do that, too. I mean 
their engineers are discussing it with their opposite numbers in the 
technical bureaus, as to the trends and developments. 

Mr. Harpy. I am not suggesting that there is anything necessarily 
bad in it. 

Admiral Carney. Yes. 

Mr. Harpy. But Iam trying to understand. 

Admiral Carney. No. But I say I think they all do that, sir. 

Mr. Harpy. At least their technical people are trying to keep in 
touch with this all the time ? 

Admiral Carney. Yes. 

Mr. Harpy. But if they had someone who had immediate access to 
it because he was expected to and as a part of his job as a retired 
officer, it might at least facilitate access to that kind of —— 

Admiral Carney. Certainly, this is one of the services which I be- 
lieve the retired officer can perform, Mr. Hardy. They certainly can 
guide them in the direction of operational requirement, and the opera- 
tional needs, and they can keep them from going off on a tangent and 
wasting their own time and talent on things which may not have mili- 
tary application. This is one of the very definite services which I 
think a retired officer can perform. 

Mr. Harpy. So, then, a company who had the advantage of having 
a competent retired officer on this advisory staff might be in a more 
advantageous position than one who didn’t / 

Admiral Carney. I think he definitely would be. 

Mr. Harpy. Thank you. 

Mr. Hézert. One final question, Admiral. 

You are very familiar with the scope and objective of this committee 
in its inquiry. What is your opinion as to corrective or prohibitive or 
uniform legislation in this field ¢ 

Admiral Carney. Mr. Chairman, may I make one more point before 
I answer that question, sir? 

Mr. Hépert. Certainly. 

Admiral Carney. I would like to speak for a moment to the question 
of the retired officer in industry. 

As far as direct selling is concerned, there is no question about it. 
Even if a statute hasn’t been violated, and I suppose it would be a 
little difficult to tell which ones have been violated, and which ones 
haven’t, there certainly is the matter of propriety and there is the 
matter of public attitude which I think is very clearly discernible. 

The retired officer in the direct selling business doesn’t meet these 
soa myt I would say for propriety or for public opinion. But 
there are a great many other things which retired officers can do. The 
point Mr. Hardy brought out is their guidance in the direction of oper- 
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ational requirements, which cuts out the lost motion, wasted time, or 
drifting down unprofitable blind alleys. This they can do. 

A great many of many of them have acquired considerable engineer- 
ing and administrative skill which is general in character, and can 
be well employed anywhere, without in any way cutting across this 
line of selling—this demarcation which somewhere is objectionable. 

As far as the more experienced people are concerned, a great many 
of them have had excellent training in organization and management. 
I firmly believe that an experienced military officer has a great deal 
to offer in the sound, fundamental principles of organization and man- 
agement in industry or anywhere else. 

So I feel that there is a very definite use for these people in many 
areas which so far haven’t been causing any raised eyebrows, but 
haven’t been given very good recognition. They haven’t been described 
very well. And if the U.S. defense is as vital as it is said to be, and 
these retired officers can make good contributions, I think their services 
should be—they should continue to make this contribution to industry, 
within whatever perimeters the Congress sets up as a result of your 
investigations. 

Mr. Harpy. I don’t want to interrupt you there. But, Admiral, in 
that connection, there have been some suggestions that while this kind 
of information could be very helpful to the country, to sort of speed 
up ee of a certain nature, it might also at times be used to 
provide advantage for a particular company. 

Now, for instance, in this business of providing guidance in the 
direction of operational requirements, and in the direction of some 
developmental thinking within the military services, an officer who has 
a particular tie-in with a particular industry might suggest “Well, 
now, here is what the thinking is. Get on the ball and go down there 
and put this idea across and you will get the contract.” Now, that 
could be an effective way to eliminate competition for negotiated 
business, couldn’t it ? 

Admiral Carney. Well, perhaps it could. But it seems to me that 
we should extend the analogy of the hiring of people in this corpora- 
tion we are talking about. They are going to get the most competent 
engineers. They are going to get the most competent scientists. They 
are going to get the most competent marketing and salespeople. They 
are going to get the most competent cost accountants. They are going 
to get the most competent management. They are looking around 
for all sorts of people that can help them the best way. 

Surely, they will be in a better competitive position if they happen 
to have somebody who can give them a little better advice in the mili- 
tary field than the others. But I can’t see that that is bad. 

Mr. Harpy. Well, I think we ought to look at both aspects of it. 

Admiral Carney. Yes, sir. 

Mr. Harpy. I think it has some good points. But I think also it 
has some very obvious possibilities of rather serious abuse, if one com- 
pany, for instance, should have some advance advice to the effect that 
the Air Force is thinking in terms of a particular type of missile or 
some special performance that it has to develop, and a company can 
come along and get access to top people and suggest that he is able to 
do this. The advance knowledge could mean an awful lot of dollars to 


him. 
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Admiral Carney. It doesn’t. work out that way, though, in m 
opinion, because this is only the first suggestion. You still have to go 
back through this rather elaborate process of evaluation, which I 
spoke of earlier. 

Mr. Harpy. Sometimes you have evaluation of those ideas already 
taking place in the military, don’t you? 

Admiral Carney. Pardon? 

Mr. Harpy. Before you have a concrete proposal coming up from 
industry. 

Admiral Carney. Well, sometimes they originate in industry, sir. 

Mr. Harpy. I understand that. 

Admiral Carney. Yes. 

Mr. Harpy. But sometimes they originate in the department, at 
least a requirement, an operational requirement. 

Admiral Carney. That is correct; yes, sir. 

Mr. Harpy. Then if a single company in industry has advance 
knowledge of this operational requirement he has an advantage by 
being able to come in and say, “Here, I can do this; here is my 
proposition.” 

Admiral Carney. Well, he won't have an advantage for very long, 
sir, because these ideas occur in many localities at the same time, I 
find. His advantage is a momentary advantage. I doubt very much 
if his single proposal would be accepted, per se, for procurement, 
without 

Mr. Harpy. We have seen some funny things in these negotiated 
procurements, Admiral. 

Admiral Carney. [ know it, but—— 

Mr. Héserr. Admiral, would you answer the other question, now?! 

Admiral Carney. Yes, sir. 

Mr. Hésert. What would be your recommendations, if you have 
any, in connection with corrective legislation # 

Admiral Carney. I would fundamentally recommend three things, 
Mr. Chairman. 

With respect to selling, I think that the rule should be applicable 
to all alike. I think that there should be a prohibitory period of 
perhaps 2 to 3 years in which people would not be permitted to engage 
in direct selling, contract negotiation. 

I think with respect to the other areas, other than selling, that is, 
planning, engineering, administrative—I don’t believe there should 
be any restrictions on the officers concerned. 

And I think that clearer guidance to the retired officer would prob- 
ably be helpful in the promulgation of some statement of the code of 
ethics, because I believe that—it is my own personal belief, sir, that 
the corrective action might be found better there than in legislation 
that would be restrictive, to correct what I think is a very small area 
of incorrect action vis-a-vis a very broad area in which these people, 
retired officers, are not engaged in anything that has so far aroused 
any criticism. 

Mr. Hésert. Summing up what you said, you do think there is a 
necessity of guidance ? 

Admiral Carney. Sir? 

Mr. Héserr. There is a necessity of guidance, whether legislatively 
or within the department, itself, through a code of ethics? 








A 
ther 
off } 
men 
clea 
if th 

M 


app 
al 
M 
M 
wha 
C 
C 
A 
M 
same 
M 
Cr 
retir 
M 
M 
¥i 
give 
will 
you 
; Cc 
Cc 
M 
M 
M 
Cc 
form 
pend 
pay 
serv) 
Nc 
for le 


in 


TEST 


Co 
M 


whol 
M 
Co 
M1 
morn 
conce 
in yo 


were 








m 


at 


ce 


we 


v8 


on 


ely 


RETIRED PERSONNEL IN DEFENSE INDUSTRY 193 


Admiral Carney. Very definitely, sir, because there is obviously— 
there is doubt in people’s minds. I think there should be a cooling- 
off period, a prohibitory period of 2 or 3 years, whatever you gentle- 
men find as a result of your deliberations is necessary. And I think a 
clearer definition of the ethics that are involved would be very helpful, 
if this were promulgated to all hands. 

Mr. Hésert. Thank you very much, Admiral. We appreciate your 
appearance here this morning. 

Admiral Carney. Thank you very much for permitting me to come 
in, Mr. Chairman. 

Mr. Héserr. Mr. Courtney. 

Mr. Courrnry. We have two further witnesses on the matter of 
what constitutes selling, Mr. Chairman. 

Commander Porter is here. 

Commander Porter, will you come forward ? 

And Commander Anthony, at the same time. 

Mr. Chairman, I would ask that these gentlemen be sworn at the 
same time, after having identified themselves. 

Mr. Héserr. Will you gentlemen identify yourselves? 

Commander Porrer. I am Comdr. Henry L. Porter, U.S. Navy, 
retired. 

Mr. Anrnony. Lt. Comdr. Ronald Anthony, U.S. Navy, retired. 

Mr. Hénerr. Will you gentlemen take the oath, now, please? 

You and each of you do solemnly swear that the testimony you will 
give before this subcommittee in the matters now under consideration 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Commander Porrrr. I do. 

Commander AnrHony. I do. 

Mr. Héserr. Take your seat. 

Mr. Courtney. 

Mr. Courtney. Commander Porter, first, please. 

Commander Porter, with Commander Anthony, who has received a 
formal decision from the Comptroller General, have both been sus- 
pended under the provisions of the act of 1956 from the retirement 
pay which you had earned as a result of your completed military 
service, 

Now, to get very quickly to the point, Commander, you were retired 
for length of service, were you not ¢ 


TESTIMONY OF CMDR. HENRY L. PORTER, U.S. NAVY, RETIRED 


Commander Porrer. That is correct, sir. 

Mr. Courrney. And then you became engaged by what company ? 

Commander Porrer. The Southern Distributing Co., who is a 
wholesaler for Schlitz beer in Norfolk, Va. 

Mr. Courtney. That is a local distributing concern ? 

Commander Porter. It is, sir. 

Mr. Courtney. We are dealing with the subject of selling here this 
morning—and not the question of the statute, itself. We are only 
concerned with the question of what constituted selling as determined 
in your case. 

Now, tell the committee in your own language precisely what you 
were doing. 
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Commander Porter. I was employed as a military representative 
by my company to promote good will among the military insofar as 
Schlitz beer was concerned. 

Mr. Courtney. Well, now, how did you go about doing that? 

Mr. Hésert. What year was this, by the way? What year? 

Mr. Courtney. What year were you employed ? 

Commander Porter. 1958. 

Mr. Courrney. And you were retired when, Commander ? 

Commander Porter. In 1955 I was retired. 

Mr. Courtney. And you were not engaged in this business? 

Commander Porter. No. I waited 3 years before I took the job, 
I was offered it upon retirement, but was advised not to take it fora 
period of 2 years. I waited 3 years before I took the job. 

Mr. Courtney. Were you familiar with this statute—while we are 
on this point, were you familiar with the statute under which your 
retired pay has been suspended ? 

Commander Porter. I was not, for I was given a letter by the fi- 
nance office in Cleveland when I retired, which was written January 
1954, which quoted the 2-year lag. And that is all that I was fa- 
miliar with. And I was not made familiar with the 1956 law until 
my pay was stopped in 1959. 

Mr. Courtney. In 1959. 

Well, let’s go on, then, and discuss what you were doing under this 
employment, just what your duties were. 

ommander Porter. I visited officers’ clubs, chiefs’ clubs, enlisted 
men’s clubs, acey-deucey clubs. 

Mr. Héperr. Acey-deucey clubs? What is that? 

Commander Porrrr. That is the name the service has given to 
first- and second-class petty officer clubs, and there is a distinction be- 
tween those and an enlisted men’s club, because the acey-deucey 
— are primarily made up of people over 21 and can use regular 

r, 

gn enlisted men’s clubs are made up of youngsters and they use 
3.2 beer. 

But my job was to see that the management of the clubs were happy, 
that they had no complaints with the product or the service. It was 
eres y & service ‘ah. Beer is a very unstable product, and if you 

ave customers using it after it becomes stale or anything like that 
they become dissatisfied and your sales drop. 

We listened to complaints wherever we went—wherever I went, 
rather—and did everything we could to help them, and made manage- 
ment of our company aware of any situation that might hurt us in 
the sale of beer. 

But as far as the actual sale of beer was concerned, we were not 
in any way implicated with the actual sale of beer. We merely pro- 
moted good will and tried to do everything we could to help a ship— 


if it was going to have a ship’s party for 1,000 or 2,000 men, we would | 


offer our services to get them lined up with a suitable hall. We would 
help them in the procurement of dancing partners for the servicemen. 
We had connections with nursing homes, telephone offices, department 
stores—that would furnish 50 or 100 girls with chaperons for the 
sailors away from home. We did anything we could to promote 
good feeling and good will, so that they would use our subject. 
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But we did not sell it. 

Mr. Courtney. Well, now, who got the orders—— 

Mr. Harpy. Mr. Chairman, let me interrupt and just observe that 
that is a very capable constituent of mine. 

Mr. Courrney. Who got the order for the beer, Commander ? 

Commander Porrer. The welfare or the recreation committee on a 
ship takes a vote on the beer they are to use, and they, themselves, must 
call the fleet recreation center and place the order. 

The good will, or the military representative, himself, never gets the 
order, except from the fleet recreation center after the order is called 
in by the s me Of course what you do to influence them, before they 
make the call, is another question. If you have helped them procure a 
nice place, if you have helped them procure hostesses, they will prob- 
ably order your beer. But I have often worked 3 or 4 days helping a 
ship prepare a party and then find out that they are going to use my 
competitor’s beer. 

Mr. Hénerr. You don’t keep a little black book, do you? 

Commander Porter. Do what, sir? 

Mr. Courrnry. Let’s understand it. Do you actually take the 
order, yourself ¢ 

Commander Porter. Never, sir. 

Mr. Courtney. Do you introduce the salesman for your company ? 

Commander Porter. Never, sir. 

Mr. Courtney. Who gets the signed order? 

Commander Porter. We have salesmen who are designated as sales- 
men; three of them. 

Mr. Courtney. Do you discuss price? 

Commander Porrer. Yes, we discuss price, occasionally. You have 
to. That is—— 

Mr. Courtney. In what way # 

Commander Porter. To tell them that all premium beers are the 
same. When they say, “What is your price?” the only thing you can 
say is, “All premium beers are the same,” and they are. There is no 
price difference in any package. 

Mr. Courrnry. Well, are there ranges of differing prices in beers? 
This I don’t know. 

Commander Porter. Yes. Nonpremium beers, that is, local beers, 
are cheaper. 

Mr. Courtney. In that case do you discuss price ? 

Commander Porter. No, because there are very few local beer com- 
panies—in fact, in Norfolk there is only one who is interested in this 
kind of promotion. 

Mr. Coopenie: Do you discuss quantities, or requirements ? 

Commander Porrrer. Yes. We have a rule of thumb. If a ship 
has 300 men coming to a party, it is a rule of thumb that every 25 
sailors will consume 1 keg of beer. 

Mr. Courtney. Do they live up to the rule? 

Commander Porrer. As a rule it works out that way. 

: ee That is the new Navy. The old Navy would do better 
1an that. 

Commander Porrrr. If you have 300 men you can figure on 12 kegs 
of beer. And that holds true right on up to a thousand or 2,000 men. 
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that is the quantity to which you have reference—applying a rule of 
thumb to the numbers that plan to attend the gathering. 

Commander Porter. That is correct. 

Mr. Courtney. Is that right? 

Commander Porter. However, they are not required to order the 
definite amount of beer they want. They say, “We want beer for 300 
men,” and if it is our company, or our competitor’s company, they 


take out, say, 12 kegs, but they will also have 4 extra kegs there. But ' 


if they only use 10 kegs, or 9 kegs, the man who delivers the beer and 
conducts the party bills them for what was actually used. 

Mr. Courtney. You provide for shrinkage, then ¢ 

Commander Porter. That is right. 

Mr. Courtney. Now, is that the extent of your activity in the sale 
of this beer? 

Commander Porrrr. No. In regard to clubs, in Virginia point-of- 
sale advertising is illegal, except on the military. So, consequently, 
you have quite a bit of point-of-sale material that you can make avail- 
able to all clubs, which is absolutely free of charge. 

Mr. Courtney. What does that mean, now ? 

Commander Porrer. Point-of-sale consists of satellite globes that 
revolve, electric signs with pictures on them, coasters, napkins with 
the Schlitz insignia on it, or the Budweiser insignia, or whatever 
kind of beer you have. All this stuff is made free to the clubs that 
use your product. 

Mr. Courtney. And you do that ? 

Commander Porrer. We do it on request, yes. 

Mr. Courtney. That is, you furnish this razzle-dazzle ? 

Commander Porter. Absolutely free. 

Mr. Courtney. You don’t consider that a part of the selling of this 
beer ¢ 

Commander Porrrr. No, sir. That is promoting good will. 

Mr. Covurrney. But this is, of course, after your beer has been 
selected ; is it not? 

Commander Porter. No, sir. 

Mr. Courtney. You give out the crystal balls beforehand. 

Commander Porter. Yes, sir. 

The amount of beer sold in Norfolk, I imagine, has been constant 
over many years. Soa good-will man—he doesn’t increase or decrease 
the sale of beer, unless he allows an unhealthy situation to develop. 
If he gets around all the clubs, and he makes friends with every- 
body, and he takes care of their needs—they say, “I have a barrel of 
stale beer here; I have six cases of beer over here that is flat”—you send 
it back to the company for him, and get him fresh beer—you promote 
good will that way, and they will continue to use your product. 

But the amount they use depends entirely on the number of per- | 
sonnel] present. 

Mr. Courtney. And you say—let’s get back, now. You say the 
order is actually signed by the welfare officer ? 

Commander Porter. Recreation officer. 

Mr. Courtney. Recreation officer. On this basis you furnish these 
facts to the Department of Navy? 

Commander Porrer. Yes, sir. 
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Mr. Courtney. And on the basis of this and under the statute you 
were suspended for having engaged in the sale of war material and 
supplies to the Department of the Navy ? 

mmander Porter. I was, sir. 

Mr. Hésert. How much was your retirement ? 

Commander Porrrr. They are deducting $120 a month from my 
retired pay until the entire amount is returned to the Government that 
was paid me during the period that I engaged in calling on Govern- 
ment activities. 

Mr. Héperr. What is your retirement pay ? 

Commander Porter. I think my check is $479.80, I think, but I 
have some insurance deductions, and so forth, in there. 

Mr. Héserr. A month? 

Commander Porter. Yes, sir. 

Mr. Héserr. And that was the total amount that you are charged 
with ? 

Commander Porter. They haven’t set a terminal date, I don’t be- 
lieve, unless Mr. Kuhn has it there. I have one letter saying that 
they were going to dock me $120 a month until February 1963. But 
I think that was an error. And I believe he has a correction on it 
there, which would limit it to about 3 months’ pay, which is the time 
that I was actually engaged in calling on the Navy before I was 
directed by the Judge Advocate General to discontinue it. 

Mr. Courtney. So you are no longer in this business ? 

Commander Porrer. No, sir; I have not engaged in this activity 
since last summer. Iam acivilian operator now. 

Mr. Héserr. Do you have to drink your own product when you 
promote it? 

Commander Porrer. Occasionally. That is one of the pleasant 
parts of the job. 

Mr. Héperr. Any questions? 

Mr. Hess. No. 

Mr. Héserr. Mr. Winstead ? 

Mr. Winsteap. No. 

Mr. Héserr. Mr. Norblad? 

Mr. Norsiap. No. 

Mr. Héperr. Mr. Price? 

Mr. Price. No questions. 

Mr. Héperr. Mr. Hardy? 

Mr. Harpy. Mr. Chairman, this points up very keenly I think the 
discrepancy here between the way the different services are treated. 
And it certainly is an inequity that needs to be adjusted, even if we 
don’t get—if we shouldn’t get into this question of determining what 
asalesman is. I really don’t know how we are going to do that. 

But, frankly, from the description which Commander Porter gave, 
Ihave a little trouble understanding why his sales activity is any more 
selling than that of the president of a corporation. The Secretary re- 
ferred to the president being the chief salesman. But I believe the 
president of the corporation—if he had been doing exactly the same 
thing that Commander Porter has been doing—probably would not 
have been construed to be a salesman. 

Mr. Hesert. Except the president wouldn’t have to use his own 
product. 
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Mr. Price. Mr. Chairman. 

Mr. Hésertr. Mr. Price. 

Mr. Price. I am just wondering whether the committee has an 
anformation on cases similar to this one in which the Navy has taken 
action ¢ 

Mr. Courtney. He is the witness. 

Mr. Hésert. They are the only two. 

Mr. Price. They are the only two. 

Mr. Courtney. There are three, actually. Some fellow sold socks, 

Mr. Hésert. Sold socks? 

Mr. Courtney. At the PX. 

Mr. Harpy. I have two of them, Mr. Chairman. My district jg 
really prominent. 

Mr. Courtney. You have all three of them. 

Mr. Harpy. Did I getathird one? I didn’t know I had that many, 

Mr. Hézert. You better start putting some pressure on. 

Mr. Price. Is there any particular reason why the Navy singled 
them out, or what caused them to take action here? There certainly 
must be numerous cases throughout the country of a similar nature, 
in connection with different products. 

Mr. Hésert. We don’t know—— 

Mr. Harpy. These gentlemen may know, but my guess is it may be 
inspired by competition. 


Mr. Courtney. Now, Mr. Chairman, Commander Anthony was | 


called here this morning. He is in a similar situation, excepting in 
point of time to Commander Porter. 

I think—Commander, if you were asked to explain in full, since we 
are running close on time—do your activities correspond to those 
described by Commander Porter? 


TESTIMONY OF LT. COMDR. RONALD ANTHONY, U.S. NAVY, 
RETIRED 


Commander AntHony. Yes. They actually parallel Commander 


Porter’s activities. 

Mr. Courtney. Do you actually take an order for any quantity 
or product # 

ceecaiier Antuony. No. Actually—I think Commander Por- 
ter didn’t quite amplify one little point there, on the ships. They 
usually order their beer through the ship’s service at the naval station. 

Now, that is controlled by the naval station itself. And when the 
committee went in there, they had a selection—a list of beer, and they 
would select from that list the beer that they were to use for that 
party. And they would place their order with the ship’s service. 
Then the ship’s service in turn would call the distributor. Then a 
salesman would bring it out. 


Mr. Courtney. And is your business promoting good will by bring- , 


ing the beer for the party 





Commander Antuony. I supplied—well, we supplied beautiful 
illuminated pictures and clocks and napkins and ashtrays and various 
things of that sort, that is, to the military. The law prohibits anything 
of this sort in the State of Virginia. So—we can do it, however, in the 
military. 
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Mr. Héserr. I wanted to give you equal time, Commander. What 
product do yousell? We don’t want to plug only one—— 

Commander Antuony. I sell the renowned Budweiser Beer. 

Mr. Courtney. At least we are staying—— 

Mr. Harpy. Mr. Chairman, I think you shouldn’t have expressed it 
that way. You asked him what product he sells. 

Mr. Hess. He doesn’t sell. 

Mr. Harpy. You don’t sell anything, do you, Commander? 

Commander Anruony. Oh, yes, he caught me on that. 

I am like a little baby in the woods over here. 

Mr. Harpy. I would suggest that the transcript be revised, Mr. 
Chairman. 

Mr. Hésert. Of course I didn’t mean to say what he sold. I just 
wanted him to get his plug in on equal time for his own product. 

Now, what is your retirement ? 

Commander AntTHoNy. My retirement these months is $331 a 
month. Now, prior to the deduction made to it, it was $444 a month. 

Now, I have lost $2,771. 

Mr. Hésert. Now, the GAO ruled in your case? 

Commander ANnrHony. Yes, the Comptroller General ruled in my 
case. 

Mr. Hépert. Commander Porter, did the General Accounting Of- 
fice review your case, or did you merely request it ? 

Commander Porter. I merely requested it, but the JAG’s office of 
the Navy arbitrarily placed me in Commander Anthony’s category, 
much against my wishes, because I feel I am not in his category since 
I was given a publication telling me to wait 2 years, and I waited 3 

ears before I took the job, and wasn’t made aware of a change in 
egislation until they took my pay away from me. 

r. Courrney. Mr. Chairman, I think we could appropriately at 
this point bring attention to some doubts in the mind of the Judge 
Advocate, who thes nevertheless suspended the payment. 

There is a letter from the Judge Advocate here, Robert D. Powers, 
Jr., Assistant Judge Advocate Seats, International and Adminis- 
trative Law Section. 

Mr. Hésert. What was this? 

Mr. Harpy. He is another constituent of mine. 

Mr. Courtney. In respect of Commander Anthony, this is subse- 
quently—it isn’t subsequent to his decision. This is prior to his de- 
sion. In which that office says, “I am now doubtful whether your 
employment from about October 1, 1957, to April 21, 1958, would be 
considered by the Comptroller General of the United States to con- 
stitute selling or contracting or negotiating to sell naval supplies or 
war material to the Department of Navy.” 

Mr. Courtney. “Within the meaning of those terms as used in 10 
United States Code 612-B of the act of 1956.” 

That is just for the record, Mr. Chairman. 

I have no further questions. 

Mr. Hésert. Mr. Winstead ? 

Mr. Wrinsteap. No. 

Mr. Hésert. Mr. Hess? 

Mr. Hess. No. 

Mr. Héverr. Mr. Price? 
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Mr. Price. No questions. 

Mr. Hésert. Mr. Norblad ? 

Mr. Norsiap. No. 

Mr. Hépert. Mr. Hardy? 

Mr. Harpy. Mr. Chairman, except just to make this observation 
again. 

I hate to see my constituents singled out for this kind of a penalty, 
particularly when we get a rather dubious classification of what is 
war materiel. 

Mr. Héserr. Do either of you gentlemen know the origination of 
the complaint against you for selling ¢ 

Commander AntHony. No, sir: I don’t. 

Commander Porter. No, sir. 

Commander AnrHony. However, I have—there was a little con- 
versation I overheard about myself. 

Now, I would like to explain here. Now, there is a 2-year period, I 
understand. However, in the law here, this booklet that I was given, 
is a provision that states 

Mr. Courtney. Commander, when were you given that booklet, 
what year? 

Commander Anruony. That was on my retirement. 

Mr. Courtney. When? 

Commander Anruony. 1957, July. 

Mr. Courtney. 1957? 

Commander Anruony. It says here: “The one exception so far 
noted to the application of the act of June 10, 1896. supra, and it 
would appear to be equally applicable to section 1309 of the 1953 act, 
supra, is in the case of persons or firms furnishing plans, Peer 
tions, designs, or drawings for the Navy, which the Comptroller Gen- 
eral of the United States has stated are commonly understood as being 
engaged in the furnishing of professional services and clearly profes- 
sional services, are not naval supplies or war materiel within the ac- 
cepted meaning of the term. Comptroller General Decision B-12238, 
November 7, 1940.” 

Now, I bring that up because I felt I had rendered services—— 

Mr. Courtney. Professional services # 

Commander Antuony. Yes. I have actually felt that I have ren- 
dered professional services, to this extent: I was called aboard ship by 
the recreation committee, after, say a ship came from overseas. The 
boys were in a strange vicinity. They didn’t know the various laws 
involved. They didn’t know the instructions necessary to take care 
of the parties, that is, the commandant instructions and your naval 
base instructions. And as Mr. Porter amplified before, you have to 
have partners for a dance, and catering. They have to have food. 
And I was in a capacity of advising them of where to purchase food 
at the best prices, or to provide their own food, suggest ing what type 
of food to bring. 

I suggested how much shore patrol they would need and where to 
place the shore patrol. 

Mr. Courtney. Is there a rule of thumb on that ? 

Commander AntHony. Yes; there was. 

I have always advised to keep a few in abeyance, on sort of semi- 
duty. 
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And various other things. Procurement of table cloths and—well, 
incidentals necessary to make a party a success. 

Now, that is what I base—my work is not paralleling the sales. I 
think it was personal services rendered. And I also believe that for 
these services rendered I was not paid by the ship or anybody on 
board that ship. Iwas paid by my company. 

I did not solicit any payment from that ship. 

I have had interior decorating background, which I had done ex- 
tensivly for the Navy. I think Porter Hardy probably toured over 
some of my Navy relief decorations down there. 

Mr. Courtney. You did some fine jobs, where you decorated for the 
Navy Relief balls. 

Commander Antirony. Yes; I had done that for 5 or 6 years. That 
gave me the idea for going into this particular type of service. I 
thought a big company like the beer company would like to have me. 

I admit I did make a success with Budweiser beer and, therefore, 
my competitor—they thought they had better get somebody, I sup- 
pose, to counteract my sales. So they hired Commander Porter here. 

And we started to lock horns on ships, and so forth. 

Mr. Hésert. Now, were you aware or made aware of the law of 
1956, which prohibited Navy personnel, retired, from selling for life? 

Commander Anruony. I can’t truthfully say I have. I was more 
aware of the Dual Compensation Act, which allowed a retired officer 
to work for nonappropriated funds not to exceed the amount of $10,000. 
And I gathered from that if I was employed by nonappropriated 
funds I certainly could talk and, if necessary, do business with non- 
appropriated funds. 

fr. Héserr. Then the committee understands, for the record, that 
these funds are nonappropriated funds. It is a revolving fund of the 
welfare fund, isn’t it? It isnot Government money ¢ 

Commander AnrHony. Would you repeat that, sir? 

Mr. Hérserr. This is a revolving fund, of the welfare fund, I think 
it is called. 

Commander Anruony. Yes. 

Mr. Heésertr. This is not Government money. It is nonappropri- 
ated funds. 

Commander Anrnony. My interpretation is that it is nonappro- 
priated funds. They are raised from the Navy exchange purchases. 
Enlisted personnel and officers in that exchange, and families, and so 
forth. 

Mr. Héserr. It is a self-sustaining, a self-supporting fund ? 

Commander Antrnony. Exactly. The Government doesn’t con- 
tribute anything to that particular fund. 

Mr. Hérerr. The same as any business is conducted. 

Commander Anruony. Yes, sir. 

Mr. Hénerr. It is in effect a private business on a military post. 

Commander Anruony. Yes, sir. 

Now, this question was asked the Comptroller General, in the de- 
cision. There are 25 questions that were asked the Comptroller 
General in the decision on this particular thing. 

Mr. Héserr. Any further questions ? 

Mr. Hess. No further questions. 
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Mr. Hésert. No further questions. Thank you, gentlemen, very | 

ch. ) 
The committee will stand adjourned until tomorrow morning at 10 
o’clock, at which time we will have General Irvine and other wit- 


a (Whereupon, at 11:47 a.m., the subcommittee adjourned. ) EMPI 
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EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 


PERSONNEL BY DEFENSE INDUSTRIES 


THURSDAY, JULY 23, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 
The subcommittee met at 10 a.m., Hon. F. Edward Hébert (chair- 
man of the subcommittee) presiding. 
Mr. Hésert. The committee will be in order. 
Mr. Courtney, will you call the names of the three witnesses who 
are to appear this morning ? 
Mr. Courrney. Mr. Chairman, we have scheduled this morning Lt. 
Gen. C. S. Irvine, U.S. Air Force, retired; Maj. Gen. Herbert M. 
Jones, U.S. Army, retired, and Adm. S. S. Murray, U.S. Navy, 


' retired. 


General Irvine is in the witness chair. General Jones and Admiral 
Murray are seated in the rear. 

Could we ask, Mr. Chairman, that since the witnesses are to follow 
in order, that the oath be administered at the same time? 

Mr. Heverr. Come forward, please. 

Mr. Courtney. Will you gentlemen come forward, please ? 

Mr. Héperr. Stay there, General. 

Each of you please identify yourselves for the record. General 


Irvine ¢ 


General Irvine. I am General Irvine. 

Admiral Murray. Iam Admiral Murray. 

Mr. Hésertr. Your full name? 

Admiral Murray. Adm. Stuart S. Murray, U.S. Navy, retired. 

General Jones. Maj. Gen. Herbert M. Jones, U.S. Army, retired. 

General Irvine. C.S. Irvine. 

Mr. Héperr. Raise your hands, please. 

You and each of you do solemnly swear that the testimony you will 
give before this subcommittee in the matters now under considera- 
tion will be the truth, the whole truth, and nothing but the truth, so 
help you God ? 

Denstel Jones. I do. 

Admiral Murray. I do. 

General Irvine. I do. 

Mr. Héperr. General Irvine, you take the witness seat. 

Admiral and General, you may retire until you are called. 

Mr. Courtney. 
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Mr. Courtney. Mr. Chairman, General Irvine is the first witness, | 
He has resp — to the questionnaire. The copies are in the hands 


of the members 


TESTIMONY OF LT. GEN. C. S. IRVINE, U.S. AIR FORCE, RETIRED 


General Irvine, first directing your attention to the time of your 
retirement, which was in this year. 

General Irvrve. That is right. 

Mr. Courtney. Ww ill you give us the date, so we will have it ip 
mind ? 

General Irvine. I retired on the 30th day of April 1959. 

Mr. Courrnry. And thereafter you became employed by private 
industry ? 

General Irvine. Yes, sir. 

Mr. Courrney. And at what time, if you recall 

General Irvine. I actually reported for duty on the 9th day of 
June. However, my contract with the company dates from the Ist 
day of May. 

Mr. Covurrney. Dates from the 1st day of May ? 

General Irvine. Yes, sir. 

Mr. Courrney. General Irvine, prior to your retirement what were 
your last duties, specifically, for the Department of Air Force? You 
were Deputy Chief of Staif, Mater iel, Headquarters, U.S. Air Foree. 

Would you tell the committee wh: at specific duties were performed 
in that office ? 

General Irvine. As Deputy Chief of Staff, Materiel, I was re- | 
sponsible for the overall support problem in the Air Force from the 
standpoint of policy guidance and overall direction. For transporta- 
tion, supply, distribution of materiel. Programing and planning. 
The MDAP—MDAP we call it, support of foreign countries, in the 
Air Force area. 


Procurement, production, and production engineering. And the | 


things that went with them. 

Mr. Courtney. Well, specifically dealing with the subject of pro- 
curement, General, what were your precise duties ? 

General Irvine. As Deputy Chief of Staff I was responsible for 
the establishment of policies and procedures for procurement. The 
actual procurement activities in the Air Force are delegated to the 
commander, Air Materiel Command, at Dayton, Ohio. So the phys- 


ical handling of contracts, contract negotiations, is carried on that | 


level or further delegated to our depots. 
Mr. Courtney. Well, in your lies as Deputy Chief of Staff, Ma- 
teriel, did you negotiate contracts or participate in negotiations ? 
General Irvine. No. In the Air Force we do not negotiate con- 
tracts at the W ashington level. This work is delegated to Dayton, 
Ohio. 


The only participation I would have, or [ had, or my predecessors } 


in this task in Washington, was as part of the overall Air Staff, in 
review where required or directed, of the procurement practices car- 
ried on at Dayton, Ohio. 

Mr. Courtney. Now, can you amplify on that, General, so we will 
understand exactly what function that’ is performed here in Wash- 
ington in which you were on duty, with respect to the formation of a 
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contract, (1) the decision to enter into a contract; (2) the formation 
of its terms, and [interruption and laughter]. 

Mr. Hépserr. All right, continue. 

Mr. Courtney. Back to the question. 

Tell us, please, General, what, in the order of this question: First, 
with respect to the decision to purchase; second, with respect to the 
formation of a contract, its terms, and the selection of the contractor. 

(General Irvine nods. ) 

Mr. Courrnry. What of those functions, if any, are performed in 
the office which you have just left ? 

General Irvine. To answer your question, sir, fully and completely, 
I would like to tell you a little bit about how contractors are selected 
and the result and process by which they get a contract. 

To begin with, our senior commanders in the field establish the re- 
quirements for a weapon to perform a military mission—the overall 
performance specifications for a bomber or a missile. Those are 
processed in the Air Staff. 

After review there, after the requirements are approved, they are 
sent to our two field commands—the Research and Development, 
ARDC, and later for Production and Procurement at Air Materiel 
Command, AMC, 

They go to industry and determine who in their best judgment are 
the logical people to perform this task. 

Mr. Courtney. Now, this is ARDC? 

General Irvine. ARDC—-AMC—the field commands. 

Mr. Courtney. The field commands. 

General Irvine. At this point they bring in the tactical command. 
This is Strategic Air Command, Air Defense Command, ete. 

Mr. Courtney. Well, that would be, of course, whichever command 
might be using the weapon ? 

cel Irvine. The using command I think is our normal refer- 
ence. And this is normally carried on by the project office which has 
the bomber or fighter, or whatever the weapon category is. 

Then after they have made an evaluation—and this evaluation 
for a major weapons system such as a bomber or missile—the BA-52 
or the Titan. 

Mr. Courrnry. Yes. 

General Irvine. They would appoint at least five of their most ex- 
perienced colonels in production, finance, maintenance, supply, and 
transportation for the Air Materiel Command, for the five major 
elements of engineering for ARDC, and five of the most experienced 
tactical people, in the case of a bomber from SAC. 

Now, these young men go to visit the plants of the major contenders 
inthe job of building a weapons system. And we have gone as high as 
75 people in this total group, of supporting stenographers, assistants, 
ete. And it has been my observation that these 15 key young men 
know more about the company at the end of 2 weeks than the presi- 
dent of it. 

Then their recommendations come back through their respective 
commanders. In the case of, say, the B—70 airplane, the commander 
of SAC, the commander of ARDC, and the commander of AMC, took 
the composite opinions of their group of people and they are carried 
in double-sealed envelopes to the Vice Chief of Staff to the Air Force, 
personally, 

44112—59——14 
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The next step in the chain: The chairmen of the three groups—engi- 
neering, production, and operations—come to Washington and pre- 
sent to the Air Council, of which I was a member, the merits of each 
of the contenders, arranged in order of priority, within the three 
individual cases the grade, of so many points out of a possible 
thousand. 

Mr. Courtney. Are the names identified, General ? 

General Irvine. No. In those cases they are listed A, B,C, D. So 
this is a coldblooded evaluation. I mean the Air Staff doesn’t know 
which companies are which. 

Mr. Courtney. All you are speaking about now is the selection of 
the contractors? 

General Irvine. Yes, sir. 

Mr. Courtney. Who will be given the opportunity of competing? 

General Irvine. Because there has been some discussion about this, 
and I would like to bring this out for the record. 

After the presentations have been made, and any questions desired 
asked, or in some cases at this point the Vice Chief of Staff, of one 
of the deputies, might request that the proceeding be deferred and 
additional information gotten in some area where we were perhaps 
not satisfied. Then we go into executive session and discuss the prob- 
lem rather freely. The Vice Chief opens the letters and reads them 
from commander, ARDC, and AMC and SAC in this case, with their 
opinion of what should be done—whether these programs should be 





accepted as presented or improvements or modifications or changes 


made in them. 

Then, like any other American custom, we vote. Each fellow has | 
one vote. 

The result of that recommendation at each level is forwarded to 
the Chief of Staff and the Secretary for final decision and approval, 
remembering that the Secretary of the Air Force is the executive 
agent. The rest of us on the staff were the Chief of Staff and his 
deputies. 

Mr. Courtney. He is executive agent of the Secretary of De- 


fense. | 


General Irvine. He is the boss, yes. 

I think this is a good American custom, that a civilian is the head 
of the managing echelon in the service. 

I would like to say for the record that in the almost 4 years I was 
Deputy Chief of Staff, Materiel, not once has the Air Council, the 
Chief of Staff, or the Secretary of the Air Force changed the rec- 
ommendation of the evaluation group in the field, which in my opin- 
ion is quite a compliment to the capability and the integrity and the 
experience of the men who are given this job. 

And this is done deliberately. The decision is made at the level 
of where the people know the most about the engineering, the produc- 
tion, and the operation of the weapon. 

So that my part in this decision—I was probably—in the production 
area—I am a production engineer. I was the best informed in pro- } 
duction. In this recent period, General Wilson, and before him Gen- 
eral Putt, was the Deputy for Development. And he was the one 
called upon for detailed approvals and recommendations on engineer- 
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ing. = had a Deputy for Operations who spoke for the opera- 
ions people. } ; 
cia Minor. Mr. Chairman, just for better understanding of this 
procedure. 

Mr. Hésert. Mr. Hardy. 

Mr. Harpy. General, do I understand, then, that when these pro- 

ls or suggestions, or whatever they are, are considered by the 
Air Staff, that it is impossible that any member of the Air Staff has 
had previous knowledge of any one of these proposals? : 

General Irvine. I think that in the case of engineering, production, 
and operations that we would not be fully alert to our jobs and our 
duties unless we knew what was going on. 

Mr. Harpy. That was my thought. 

So wouldn’t it in all possibility, even in this kind of a system— 
wouldn’t there be pretty good reason for the people who are par- 
ticipating in evaluating these to have formulated some ideas of their 
own as to the system or what should be done with it ? 

General Irvine. Oh, yes. 

Mr. Harpy. Before you are even looking at these proposals ? 

General Irvine. Yes; because we would have participated earlier in 
the establishment of the requirements, that was an answer to—— 

Mr. Harpy. And wouldn’t it also be likely that those of you who 
had participated in the establishment of the requirements, and who 
had a familiarity with the purpose of the weapon or whatever it is you 
are evaluating would have conferred with prospective industrial peo- 
ple who might be expecting to participate in this procurement ? 

General Irvine. It is entirely possible and probable that in the case 
of the determination of anything as important as a major weapon 
system that the chief engineer of a company, for example, might call 
on the Deputy for Materiel, or more probably the Deputy for Develop- 
ment, to be as fully informed as he could be on what we were trying 
to do, what our jobs were, so he might come as close as possible to 
meeting those requirements. 

Mr. Harpy. I don’t want to suggest that there is anything neces- 
sarily improper. Asa matter of fact 
General Irvine. This is essential. 

Mr. Harpy. It would be essential ? 

General Irvine. Yes, sir. 

Mr. Harpy. Wouldn’t it also be possible that a retired officer who 
might have an interest in a company with a possible interest in pro- 
ducing this item in the course of his normal responsibilities as a re- 
tired officer, to keep up with developments, might discuss that particu- 
lar weapons system with the members of the Air Staff ? 

General Irvine. May I be sure of your question ? 

Mr, Harpy. I am thinking in terms of what came out yesterday in 
the discussion with Admiral Carney, where it was pointed out that he 
as a retired admiral is encouraged to keep informed on these develop- 
ments. And I think you have to, in case he is ever called back to 
active duty. It would certainly be valuable knowledge that he had 
gained. But would it not be possible that such a retired officer who 
might be employed by a company, prospective proposer on a particular 
Weapons system, would have discussed his particular approach to the 
problem with members of the Air Staff? 
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General Irvine. After he retired ? Mr. 
Mr. Harpy. Yes; after he retired. Iam assuming that he isalready Admi 
retired, and in the course of his normal duties as a retired officer he is | opmer 


keeping abreast of these things. Gen 
General Irvine. Mr. Congressman, I would like to answer your | Mr. 
question fully and completely. to be ¢ 
First, I have been in the Air Force almost 41 years. At this point imwhi 
a little more than 41 years. Gen 


I have been familiar with the procedures we followed and the prob- go bac 
lems we have had, as well as the efforts we have made to do a good purpo 


job. Mr. 
In the matter—when you dedicate your life to a program the least back t 
you can do is try to do it well. But if 


And in this area—I discussed earlier the method by which we de. weapo 
termine the winner. This is deliberately set up. So first we get the the pr 
best possible job. And, second, that no one person could conceivably ing to 
make a decision, himself, without a group of his contemporaries. So had a: 


the job had to be done properly. Gen 
So the frailty of human beings would not tend to creep into it, be.) Mr. 
cause people in the military are human, like all others. Gen 


Although I think to a high degree, they are more greatly motivated Mr. 
and more dedicated to the work they are doing, is my considered = But 
opinion. may be 

Now, to get back to your question. The laws and the regulations— | if you 
and as a member of the Air Force the regulations are what I look at, en 
because they were revised from the Army regulations when the Air) of thi 
Force became a separate department. tainin, 

The young man who is now our chief counsel, as a young lawyer Mr. 
revised them and in general made them a little tougher than the ¢uthi 
statutes. And the Air Force regulations say to me very clearly that Mr. 
a retired officer will not represent himself or any company ina claim), Mr. 
against the Government for a period of 2 years. — ; items 

It also says, in further amplification of the criminal code, that you (Ge 
will not sell to the Government through the Department, the Air) Mr. 


Force, after vou are retired. And, as I read it, that means forever. Mr. 
Mr. Harpy. I don’t want to interrupt you. But you have gone off By_wh 
from the thing that I was trying to understand. Gen 


Now, if you want to get into this aspect of it it is all right. ButI New } 
don’t want to impute any effort to understand anybody's motivation, [an 
T am just trying to understand what happens or what is likely to egine 


happen. manuf 
General Irvine. Well, perhaps I gave you too long an answer. But! Mr. 
I felt this background was desirable. your ¢ 


So that I have not since I have been out of the service, talked to en 
anybody on the Air Staff about any Air Force business, nor do I in- Mr. 
tend to, because of the possible implication that I might be selling which 
something. of the 

There is enough for me to do in the job I have with this company to years ¢ 
take up my total time, working within the company and its subeon-} Gen 
tractors and vendors. my jo 
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Mr. Harpy. As a retired general you have a responsibility, just as 
Admiral Carney expressed it yesterday, to keep abreast of these devel- 


e is | opments, don’t you? 


our | 
yint 


‘ob- 
ood 


past 


de- 
the 
bly 
So 


 be- 


ated 
ered 


ns— 
k at 
Air’ 


vyer 

the 
that 
laim 


you 
Air 

r. 

e off 


gut I 
tion. 
ly to 


But! 


ad to 
I in- 
Hing 


ny to 
beon-! 


General Irvine. Yes, sir. 

Mr. Harpy. Now, it would be perfectly normal and natural for you 
to be concerned with the same type of activities that you were engaged 
in While you were in the service; 1sn’t that correct ? 

General Irvine. Yes, and I am interested in it. But I would not 
go back to the Air Staff, unless they asked me to come for a specific 
purpose, for a specific meeting. 

Mr. Harpy. Well, I am not suggesting that you might have gone 
back there for the purpose of trying to sell them an idea or something. 
But if you were engaged in the development or thinking through a 
weapon or a possible weapon system that would have adaptability to 
the problem with which you were aware, it would be awfully surpris- 
ing to me if you didn’t discuss it with anybody on active duty who 
had a responsibility in that area, 

General Irvine. Well, I think—— 

Mr. Harpy. I am not suggesting any improper motivation. 

General Irvine. No. 

Mr. Harpy. Because I don’t want to get intoa question of motives. 

But it seems to me it would be perfectly logical and proper. And 
maybe you wouldn't be carrying out your duties as a retired officer 
if you didn’t. 

General Irvine. I think, sir, it is logical and proper to do that sort 
of thing. But as I read the law, and the Air Fore regulation per- 
taining thereto, I would not do it, unless I was directed to. 

Mr. Harpy. General, we are talking about items—I don’t want to 
cut him off. 

Mr. Héserr. No; but let him finish his answer. 

Mr. Harpy. I am trying to understand here. We are talking about 
items that are in the idea stage. Now, a great many of these are. 

(General Irvine nods.) 

Mr. Harpy. That is what I wanted. 

Mr. Héserr. General, what is your present status in civilian life? 
By whom are you employed / 

General Irvinr. I am employed by the Avco Corp., with offices in 
New York. 

Iam their director of planning. My job, in short summary, is the 
engineering and production planning of the military and commercial 
manufacturing of the company. 

Mr. Heserr. In other words, you project the future planning for 
your company in your present position 4 

General Irving. Yes, sir. 

Mr. Hésert. As a member of the Air Force, and in the position 
which you occupied, you, of course, have full knoweldge of the plans 
of the Air Force projected into the future, for possibly 10 or 15 
year's ? 

General Irvine. Yes. I was a member of the Air Staff. Part of 
my job was to project ahead approximately 10 years, of what we 
thought we were doing. And we usually changed our projections 
about once a week. 
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Mr. Hésert. Well, that is understandable. We know that. Once) N¢ 
a week is a conservative estimate. It is usually the morning mai], knov 
Now, you do have the knowledge, then, of what the Air Force, at| of S 
least when you left, contemplates in the future and you have a broad| left. 


knowledge of the requirements for the future / | Ge 
General Irvine. Yes, sir; yes, sir. M1 
Mr. Hésert. Now, your job is as head of planning for Avco. That tors 

will entail planning for the future? parts 
General Irvine. Yes, sir. the a 


Mr. Heésert. Well, now, can you tell the committee how you ary know 
going to differentiate, or how you are going to have the line of demar. _ Ge 
cation between the knowledge that you bring from the Air Force ag) I wo 
applicable to your present position ? ARD 

eneral Irvine. The knowledge that I bring from the Air Force think 
is applicable to a medium-sized corporation such as Avco only in very So 
general terms. of th 

In the case of weapons systems contractors—and, remember, this ahead 
was the level at which I was working on the staff, on major weapons cally 
systems. The pieces were handled at the depots and at AMC and) ofthe 
ARDC Headquarters. _ So 

So I might have a good idea about whether we ought to build in the 
another bomber or another missile, but at the subcontract level my to tel 
planning would only provide an area in which it would indicate the quire! 
desirability of working. | Mr. 

And I think this is a good thing. compe 

Now, I don’t think it will make any sense for a man who is only 6) indivi 
years old, who spent his life in trying to determine what the futuy en 
requirements are and how you solve them, to lay down and die or rm ue, s 
a filling station. Mr. 

Mr. Héverr. We are not getting into that area at all, General. We en 
are not even suggesting that. We just want to find out exactly what) Mr. 
the facts are. Weare not philosophizing on what asking 

General Irvine. I think my past experience in the art, if it might) “en 
be called, of determination of what is required in the future, is and Mr. 
will be useful to any company I work for. _ Gen 

Mr. Hénerr. The knowledge that you are in possession of, which the: 
you acquired in your duties and responsibilities as a member of the Mr. 
Chiefs of Staff. Gen 

General Irvine. Not necessarily the pieces of it, and not specific Mr. 
weapons systems or parts of weapons systems, but the methods by while ; 
which you determine what will be required next to solve a military Gen 
program or to satisfy even a commercial effort. | Not as 





P > . % 
Mr. Hérerr. Wouldn’t you say—— = t 
General Irvinr. This is market analysis. ad oy 
Mr. Héerrr. That is correct. Because, after all, when you do carry “Swer 


a knowledge of a weapons system or a project, that ultimately ends suid J 

ina contract. It can’t be produced without a contract. So at the end, could— 
of the row is the contract. And the acceptance of a system ors Mk to 
project necessarily results in a contract. ; that a 


(General Irvine nods.) | And 
Mr. Heverr. I think that is a fair statement. fet a 
| a i £ 


General Irvine. That is true. | 
Mr. Héperr. Now, let us proceed from there. 
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Now, you carry to your present position, in the employ of Aveo, the 
knowledge that you have acquired during your service on the Chief 
of Staff, that is with the Chief of Staff, in the position which you 
left. 

General Irvine. Yes. 

Mr. Hézerr. Now, wouldn’t it be to the advantage of the competi- 
tors of Avco or the numerous missile manufacturers or whatever 
parts of the weapons systems is in contemplation—wouldn’t it be to 
the advantage of your competitors to have a man of your ability and 
know-how ?¢ 

General Irvine. I would certainly think so. But there is one thin 
I would like to add to this. Periodically within the Air Force, an 
ARDC, our contractors are called in and are briefed on what we 
think are the next requirements for the Air Force. 

So whatever came out of any meeting we had on the Air Staff 
of the establishment of requirements or a 10-year plan looking 
ahead—this is fairly freely given to our senior manufacturers periodi- 
cally by ARDC, with a briefing on what they think the present state 
of the art is, and what could be done next. 

So the sort of knowledge you are talking about is not confined 
inthe head of any one man. We have tried for years in the Air Force 
to tell our manufacturers everything we knew about what our re- 
quirements were so they might best fulfill them. 

Mr. Héserr. Of course, there is not enough to go around in all the 
companies. But it would be to the advantage of a company to have an 
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General Irvine. I would like to flatter myself by saying that is 
true, sir. 

Mr. Hénerr. Or you wouldn’t be hired if that wasn’t the case. 

General Irvine. That is right. 

Mr. Héserr. Now, how did you come to go to Avco? I note—I am 
asking, did you voluntarily retire, or did you retire under limitation ? 

General Irvinr. I was born in 1898. I 

Mr. Héverr. You did retire voluntarily ? 

General Irvine. I retired voluntarily. I would have had to retire 
at the end of 1960. 

Mr. Hévertr. But you did retire. 

General Irvine. Yes, sir. 

Mr. Hé&serr. So these negotiations were carried on with Avco 
while you were still in the uniform of the Air Force ? 

General Irvine. I think over a period of the last 20 years there is 
not a single airplane company or industrial company of any size that 
hasn’t said to me, “Irvine, when are you going to retire? You have 
had over 30 years’ service for some time.” And I had a standard 
answer. And that was that when I turned in my piece of paper that 
suid I was announcing my retirement, which we World War I people 





e end could—we could announce our retirement—that then they could go 


or 3 


talk to my favorite lawyer, Mr. Roswell Gilpatrick, in New York. 
, That after I had retired I would pick up the one he recommended. 
And that was exactly what happened. There were a number of 
proposals sent into Mr. Gilpatrick. I met with him. He thought 
| that Avco was the logical organization for me to go to work for. 


| And I did. 


| 
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Mr. Héserr. So your services were in competition ? 

General Irvine. Yes, sir. 

Mr. Hésertr. Now, what is your salary and financial arrangement 
with Aveo? 

General Irvine. I can furnish you a copy of the contract, if you 
wish. 

Mr. Héperr. No; we don’t desire it. Just tell us. 

General Irvine. As a quick statement, my salary is $55,000 a year, 

Mr. Héserr. Is that all the consideration that you have? 

General Irvine. I have the normal things that most large corpora- 
tions do in the way of insurance. Then I have stock options for 
15,000 shares of stock. 

Mr. Héserr. At what price? 

General Irvine. Which were given to me at an eighth above the 
market. They are not worth that much today. They are worth 
nothing. 

Mr. Heéserr. Well, you have an option, then, to purchase 15,000 
shares of stock. 

General Irvine. Yes. 

Mr. Héserr. At what price? 

General Irvine. It was 1614, which was one-eighth above the mar- 
ket on the day it was given to me. 

Mr. Hésverr. How long does that option exist ? 

General Irvine. It can be picked up a third per year, for 3 years. 

Mr. Héeerr. A third, over a period of 3 years? 

General Irvine. Yes, sir. 

Mr. Héserr. If the market goes up over 1614, you still purchase 
at 161% ? 

General Irvine. Yes, sir. 

Mr. Héperr. Supposing it goes down ? 

General Irvinr. Then you don’t exercise the option. 

Mr. Gavin. What is it right now, General ? 

General Irvine. Fourteen, I think. 

Mr. Gavin. You won't exercise your option. 

General Irvine. Not very fast; no. 

Mr. Héserr. What I want to find out is the fact that the option 
is finite at 161, ? 

General Irvine. Yes, sir. 

Mr. Héserr. In other words, if it goes down, you don’t have the 
opportunity of purchasing at the lower price. You must pay 16% 
for it? 

General Irvine. No. The important thing to me on that is—I asked 
for the stock options with the understanding—the same as I bought 
some stock in the company. I bought my first aviation stock when I 
went to work for Avco. I bought some stock in the company. I in- 
sisted on the options, as a way to sort of convince my boss I was going 
to try to do something to increase the capability of the corporation. 

Mr. Hénert. Now, what is your salary asa retired officer ? 

General Irvine. $1,125 a month. 

Mr. Heépert. It totals about what? About $14,000? 

Mr. Hess. Something like that. 

Mr. Hésertr. About $14,000. 

General Irvine. Roughly. 
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Mr. Héperr. Now, General, you stressed in your opening statement 
the fact that no one man could influence a decision in the area of letting 
ent | contracts or acceptance of the weapons system, I think I understood ; 
is that correct ? 
you | General Irvine. Yes. The system is set up that way. 
Mr. Hésert. Would you admit that having a friend in the group 
would help a lot? Remember, many juries have been hung 11 to 1, 
ear, andthe one finally won them over to make it 12 to 0. 
General Irving. That is possible. 


yxra- = Mr. Hiéperr. That is possible. 
for | General Irvine. But highly improbable, that this would make a dif- 
ference. 


Mr. Héserr. But if that one was a very persuasive individual, a 
the great talent and ability to persuade others, it would be very effective, 
orth wouldn’t it—or could it be? 

General Irvine. Well, I think you have to go back to the fact that 

. ifa man puts in—as most of the members of the Air Staff had—30 
years of service, that you must have had quite a little motivation to 
have you stick around that long, with the salaries that are paid to 
the military. 

nar- 1 don’t know any case where it hasn’t been played straight across. 
And I have sat. by and seen contracts given to a company where I 
personally hated the people that ran it. There were good and sound 

ears, | reasons. But as far as I am concerned, it is a question of who builds 
the best mousetraps that get the business. 

Mr. Heéperr. Mr. Hess. 

hase Mr. Hess. General, have you any thought at all with reference to 
this dual-compensation statute that we have on the books ? 

General Irvine. Well, first, the retirement pay you get is for serv- 
ices rendered. It is part of the original contract. It doesn’t have 
anything to do with what you do after you get out of the service. 

The present laws and the regulations as set up by the Air Force 
are very restrictive. They are so restrictive that I am hesitant to talk 
toone of the people I used to work for. 

Mr. Gavin. They are not laws, General. They are regulations, 

ption aren’t they ? 

General Irvine. To an Air Force officer it might as well be a law. 

Mr. Gavin. But it isnota law. 

ethe (General Irvine. No; youare very correct, sir. 

164% So I think it would be desirable for all personnel employed by the 
Government, in whatever capacity, in all the departments—appointed 

asked) wd all the other officials—to have the same set of rules, that are clearly 
hen] There seems to be a tremendous amount of misunderstanding about 

T in- the limitations or lack of limitations that are placed on us. A lot of 

coing people seem to have the idea that because a chap—lI spent 30 years, 
ation,, Plus 30 percent additional, in the service—that is something wrong 
with a fellow getting retired pay when he goes out and gets a job. 

With commercial organizations, they pay a man a pension and they 

continue to pay him a pension unless he goes to work for a competitor. 
Mr. Hess. Getting back to this dual compensation statute, General, 
don’t you think, if those statutes were repealed, that more retired mili- 
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i 

tary personnel might go into the employ of the Government in g| May 
civilian capacity ? you ha 
General Ervine. Yes, sir. | inate a 
Mr. Hess. And it would be advantageous for the Government to | officers 
employ them, rather than have them go in private industry ? (| Do} 
eneral Irvine. And most of them would like it, sir. Se Thad arated 
reached the end of the road in the service. I had done my 4 yearsin an ente 
Washington. Ihadno place togo. If I had had another job waiting — Gene 
for me—in spite of the offers, and I had had offers which were twicg Mr. | 
that Avco offered me, that I didn’t think were the right sort of a dea] | Gene 
for one kind of reason or another, I would have stayed with the servicg a job ' 


until I was 65 years old, if they would have kept me. unable 
Mr. Hess. 1 would imagine there would be many others. or resi; 
General Irvine. Yes, sir. you shi 
Mr. Hess. Just like you. job inst 
General Irvine. Yes, sir. I thi 
Mr. Gavin. Do you think you would be happier had you gone into a clain 
the service, than your present position with the enterprise system? fied on 


General Irvine. Sir, when you have spent most of your life to try ' sell to 
to do the right kind of an engineering and production job or operations in stan 
job for your country, it gets in your blood. You can’t leave it. I But 


mean, I still feel the same way about it. be crim 
Sure, I am not happy in a commercial job. I am the kind ofa Mr. | 
guy that belongs in the service. ) more 
Mr. Hess. That is all, Mr. Chairman. _ respect 
Mr. Héserr. Mr. Gavin. ne 


Mr. Gavin. Continuing on, General, sometimes we have misappre- of ethi 
hension when we read these figures, see. And we are always talking the Ai 
about the take-home pay. And tk 

Now, you get $13,500 on your retirement, you are getting $55,000 which - 
salary, which is $68,500. How much tenants does Uncle Sam ment p 
out of that? Actually, what is your take-home pay? That is what basket, 
I am trying to get at. For the responsibilities you assume, what ac- _ But | 


tually do you realize net ? favors- 
General Irvine. I am not sure, because I haven’t been in this bracket , that ar 

long enough to have all the pieces. cureme! 
Mr. Gavin. Well, does Uncle Sam get 40 percent ? ou ret 
General Irvine. About 68 percent. orce b 
Mr. Gavin. Does he get 40 to 50 percent, or how much ? you hav 
General Irvine. I think, as I remember the numbers, 65 to 68 per-| You 

cent. I believe that is right. year th 


Mr. Gavin. Yes. So you actually—if he actually gets 65 to 68) detail. 
percent, you are not getting anything like the figures we see passed So w 


around. ethics h 
General Irvine. No. clearly 
Mr. Gavin. You are not getting $68,000, actually. Mr. ¢ 
General Irvinzr. No. for thes 


Mr. Gavin. We are always talking about take-home pay. So let’s Procure 
look at it as actually what the take-home pay is that these people get. )rmant 
If they get up in the $100,000 bracket, I believe it is 91 percent—— __, Gene: 

Mr. Hess. No; $36,000 a year. live the 

Mr. Gavin. $36,000 a year out of $100,000. So when you read $100,- 

000, it looks monumental, but then actually you are not getting it. 
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| May I ask the general what you think could be determined—or do 

_you have any suggestions as to approach this so that we could elim- 
inate any possibilities of influence being brought to bear by retired 
officers on procurement ? 

' Do you think there should be some law, that they should be sep- 

arated from the service at least 2 years before they take a job with 

an enterprise ? 

General Irvine. No; I certainly do not. 

Mr. Gavin. Free enterprise. 

General Irvine. This would mean that an officer, say, coming into 
a job which involved procurement in any area—if he knew he was 
unable to be employed for 2 years thereafter, he would want to retire 

or resign right then. You can’t penalize people—this is like the idea 
you should take flying pay away from a man because he gets a staff 
job instead of being a squadron commander. 

I think the limitation in existing law, that you couldn’t represent 
a claim against the Government, or the law might be further ampli- 
fied on an across-the-board basis to say that for 2 years he couldn’t 
sell to his department. It could be a little more clearly spelled out 
in standard language that we laymen could understand. 

But to say that a man couldn't go to work for 2 years, I think would 
becriminal. I mean, that is just discrimination. 

Mr. Gavin. What do you think might—do you think it would be 
more logical to have some sort of a code of ethics that they would 
| Tes) t ¢ 

neral Irvine. Well, I would like to call your attention to the code 
of ethics that are established in Annapolis and West Point, and in 
the Air Force Academy, the sort of motivation that people have. 

And the fact—and again I can speak only for the Air Force, with 

which I am familiar. But we have had codes of ethics for procure- 

ment people. Sure, there has been, occasionally, a bad egg in the 
basket, and we have done something about it. 

But the information or methods of procedure, the acceptance of 
favors—these have been all spelled out very clearly in regulations 
that are brought to the attention of a man when he goes on the pro- 
curement job. They are brought to his attention periodically. When 

ou retire from the service, they spend a whole half day in the Air 
Toes briefing you on what your privileges are and what limitations 
you have and the things you must not do. 

You fill out forms that say you clearly understand them. Once a 
year this whole process for the first 3 years is gone over again in 
detail. 

So what the limitations are are brought out clearly. I think the 
ethics have been pounded into a guy over a period of 30 years and are 
clearly understood by him. 

Mr. Gavin. Do you think that any of the retired personnel working 
for these various corporations really have any effect on Government 
procurement? Do you think they influence them in any way, shape, 
‘ormanner ? 

General Irvine. There is an old statement, “The king is dead, long 

live the king.” If I wanted to make sure my company didn’t get a 
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contract, 1 would go talk to my successor and ask him to do meq} Mr. 
special favor. able t] 
So at this point I would be sure that he would make damn positive | a favo 
that my company didn’t get the business, and I would never be wel- | that he 
come in his house again. ‘tion th 
You just. can’t do that sort of thing. I mean people are people, correct 
You just can’t go back and say to a guy who used to work for you, Gen 
“You know, give me a ham sandwich.” You got to have a little pride, his un 
Mr. Gavin. That is all I have. thinkin 
Mr. Héserr. But if that man happened to be a good old friend, he} Mr. - 
would be in a different position. Not necessarily your successor, but Gene 
somebody that, you would know to open the door. That would be’ Mr. 
quite helpful, wouldn’t it? That is human nature, too. bring © 
General Irvine. That is true. But over a period of many years, Gene 
since 1930 at Dayton, Ohio, I have never had a case where an officer in == Mr. | 
any one of the three military services has asked me that kind of a favor, than hi 





Mr. Héperr. Well, maybe they knew you. Gene 
General Irvine. Well, I would throw them out on their ear if they Mr. . 
did. "of bask 
Mr. Héserr. I said they knew you. You, of course, are speaking all of « 
for yourself. "wings. 
General Irvine. I can't speak for anybody but myself. So tl 
Mr. Héserr. That is all you can speak for. them on 
Mr. Hardy? try at ] 
Mr. Harpy. Yes, Mr. Chairman. how sti 


General, I have done a little selling, myself, in times past. And I : active « 
never went in to a customer and asked him to do me a favor, to buy weaklin 
something that I was selling. And I think that. no military officer or here no 
nobody else—even the president of a corporation who has never been! the Am 
in the service wouldn’t go into the office of a procurement officer and go to ° 
say: “Do me a favor and buy what I have here.” I don’t think it Govern 
would be done that way. But there are a lot of other ways to skin Now, 
a cat. of react 

Now, I hate—frankly, your response to my inquiries a while ago permeat 
bothers me, because we are trying to find out what actually happens, system. 
what can happen, and I certainly wouldn’t want to try to read—I hate I thin 
to have anybody try to read into my questions a suspicion of motiva- And th: 
tion. Asa matter of fact, when you take off on this possible sugges- think w 
tion of bad ethics, it bothers me, because I certainly am not going to (Gen 
try to pin a tag of bad ethics on anybody. But I do think that we Mr. I 
have to look at conditions as they are and see what opportunities there to get si 





are for human frailties to assert themselves. can find 
(General Irvine nods.) Now, 


Mr. Harpy. Now, that. is the thing that we are getting into in this abad aj 
area. And when you talk about going back to an office, your succes: same qu 
sor, and asking for a special flavor, why, that is a preposterous ap- pet 
proach to start with. Gener 

Now, it is entirely possible, is it not, that a retired officer might Mr. 
have an opportunity to visit with a younger man who during his\oficer he 
sareer, coming up the ladder, might have been very close to him, and Mr. H 
as a matter of fact might have at some time been indebted to him for Mr. H 
opportunities for promotion—wouldn’t that be a possibility ? Gener 

General Irvine. Yes, of course. there isn 
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Mr. Harpy. Well, now, in such a circumstance it would be unthink- 
able that the retired officer would go back and say, “Now, I did you 

tive | a favor, now you do me a favor.” But it also might be unthinkable 

vel- | that he might g° back on a personal visit and not get more considera- 
‘tion than the fellow who would walk in from the street; isn’t that 

ple. correct f 

rou, General Irvine. Yes. Ifthe young man respected his integrity and 

ide, his understanding of the problem, it would certainly affect. his 
thinking. 4 

,he) Mr. Harpy. Of course it would. 

but General Irvine. Surely. 

| be’ Mr. Harpy. That is just exactly the point that I was trying to 
bring out. i 

ars, General Irvine. That is right. Right. 

rin Mr. Harpy. If it didn’t work that way then they would both be less 

vor, than human. 

General Irvine. That is right. 
hey Mr. Harpy. Now, certainly the number of bad eggs in this kind 

’ of basket is limited. But if we didn’t have a few then we would have 
cing all of our military up on a pedestal and maybe they ought to have 
wings. 

So there undoubtedly are a few cases that we could—if we found 
them out—point to and say, well, maybe we need to do something to 
try at least lessen the opportunities for these bad ethics. No matter 
how strongly you were taught during your academy days, or during 

id J active duty, sometimes if the price is high enough we will get a few 

buy weaklings that will succumb. And that is what we are trying to find 

ror here now, is ways to build a little bit better confidence on the part of 

een | the American people in the integrity of some of our retired people that 

and go to work for industry and continue to do business with the 

k it Government. 

skin Now, I would suppose that you may have perhaps felt a little bit 
of reaction as a retired general officer to the fselinus that seems to be 

ago permeating the country that there is something wrong in this present 

eis, system. 

hate Ithink there has been an inclination to reflect on the entire military. 

‘iva And that is something that is unhealthy and it is something that I 

ges- think we all would like to try to clear up and to correct. 

gto (General Irvine nods.) 

twe Mr. Harpy. That is why, Mr. Chairman, that I have been trying 

here to get some answers to some of these questions, in the hope that we 
can find a means to remove some of the stigma. 

Now, General, you made the observation that sometimes we do find 
this abad apple and then we do something about it. I will ask you the 
cces: same question that I have asked several others. Retired officers are 
: ap- alsosubject to military discipline ? 

General Irvine. Yes, sir. 
ight Mr. Harpy. But do you know of any single case where a retired 
r his\oficer has ever been disciplined for misconduct ? 
and Mr. Héserr. In this area? 

1 for Mr. Harpy. Yes, in this kind of misconduct. 
General Irvine. I can’t recall at the moment. I am not saying 
there isn’t. 
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Mr. Harpy. Would you take that to mean that every one of them| el 





has conducted himself with perfect propriety ? Mr 
General Irvine. No. I imagine the record would show there may} cleare 
have been across a period of time some people who misbehaved. Ger 


Mr. Hépert. The record showed, too, General, that in 63 years) _ Mr. 
there hasn’t been a conviction under existing laws. _ Force 

Now, further on Mr. Hardy’s observations, and the method by distin, 
which an individual can exert influence, the smartest lobbyist I ever Gen 
knew was a very close friend of mine, and whom I knew long before —_Mr. 
I came to Congress. And when I did come to Congress he was always, advan 
visiting my office. And he never mentioned once the purpose of his posses 
visit, or, rather, the legislation he was interested in. He didn’t have. f orce, 
to. I knew why he came by. I conducted myself with complete checks 
propriety. But certainly you could not cut away thoes ties and 2 fina 
friendship and of knowledge of what happened. someo. 

Only yesterday something happened. I had to call a certain de. Gen 
partment here to get information, a department which is very dif. and re 
ficult to get information from. I didn’t know the man’s name. It was ments 
Jones, Smith, or Brown to me. He identified himself as knowing me, _Mr. 


and being a member of the same college fraternity that I am in. edge ac 
Now, he didn’t do anything improper, but I certainly feel positive Gen 
that I got a little better service out of him. [Laughter.] Mr. | 
He called back within a hour with the information. I usually wait Gen 
4 or 5 days from that department. applic: 
Mr. Gavin. Was he a military or civilian ? | Mr. 
Mr. Héeerr. No; acivilian. | questio 
I am talking about the human equation. ' record 
Mr. Gavin. I would say if it were a member of the committee, he do for t 
really would have got quick action. Gene 
Mr. Harpy. I am not at all sure about that. [Laughter. ] offices 
Mr. Hépert. Mr. Courtney. meetin; 
Mr. Courtney. I havea few questions, General. of thei 


In your discussion with the members here you have spoken of the Mr. ( 
Air Force acquainting industry with its projections for future re Gene 
quirements. This information generally would be carried in tech- been w 


nical papers, and other trade papers, would it not? of the ¢ 
General Irvine. The unclassified portions of it would be. duction 
Now, normally these forward-looking briefings are carried out on to kitcl 
the top secret classification. But it is disseminated. Mr. ( 


Mr. Courtney. The field of prospective suppliers, the class you jus I think 
indicated, those that are possessed of top secret clearance for good and toAvco 


valid reasons—— Gene 
General Irvine. Yes. to Gene 
Mr. Courtney. Is a limited field, is it not ? panies 1 
(General Irvine nods. ) Avcoite 


Mr. Covrrney. In other words, the sources from which the Ai was far 
Force or any technical service would hope to answer his needs would — Incid. 
limited to a quite readily identified group of prime contractors in thi why I \ 


country, would it not? world’s 
General Irvine. Prime and major subcontractors. ‘physics, 
Mr. Courtney. Prime and major subcontractors ? goes on 
ment in 


Spectacu 
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General Irvine. Yes. 

Mr. Courrney. And this is the class of people who have been 
cleared for security. 

y| General Irvine. Yes. 

\ Mr. Courrney. Who would be privy to the requirements of the Air 
| Force for the future. And I speak now of the Air Force and not to 

Ny distinguish it from any ot her department. 

a General Irvine. Yes. neds 

re Mr. Courrney. So that within that group would it not be to the 

ys advantage of a contractor to have one who is on his staff, who is 

ig. possessed of the better knowledge of the inner operations of the Air 

ve) aes, its technical requirements, its methods of its decision, and the 

tg checks and balances that are applied to a competition to enter into 

nd a final competition? Would that not be a greater advantage than 
someone who has merely grown up in the industry, himself ? 

le- General IRVINE. Yes, he would be able to do a much better analytical 

jf. and reporting job on what is presented and what the basic require- 

rag ments really were. — twat 

ne, Mr. Courtney. So those skills have an application and this know]- 
edge acquired over a period of years has an application. 

jve General Irvine. Oh, yes. 


Mr. Courtney. In industry in these circumstances. 
ait. General Irvine. This I would say is one of the most important 
applications. 


Mr. Courtney. Now General, you describe yourself here in this 
questionnaire as the director of planning. And before we close the 
record will you tell us precisely what your contract calls for you to 
, he! do for the Avco Manufacturing Co. ? 

General Irvine. It says I shall be a director of the corporation, with 
offices in New York and Los Angeles, that I would hold periodic 
meetings with the managers of the various divisions in the preparation 
of their 5-year production and engineering plans. This is my job. 

the Mr.Courrney. Your job. 

» re. General Irvine. As roughly spelled out, and this is what I have 

ech: been working on. And I have to go around to each of the divisions 
of the company and we have now in the preparation of a 5-year pro- 
duction plan for everything from manure spreaders and corn pickers, 

it on to kitchen equipment, to nose cones for ballistic missles. 

Mr. Courtney. In the chase of the nose cone for ballistic missiles, 

, jus Ithink that has been described here as something that was awarded 
Land toAvco by the Space Technology Laboratory. 

General Irvine. The Space Technology Laboratories recommended 
to General Schriever and General Funk that between the two com- 
panies who had done outstanding work in this area that the Aveo— 
Avcoite material as developed by the laboratories in New England 

e Air was far superior to anything that has been created so far. 
uldle Incidentally, this laboratory is one of the fundamental reasons 
n thi why I was interested in Aveo, because they have I think one of the 
world’s most outstanding laboratories, in New England, in basic 
‘physics, the fundamentals of metallurgy. The Avcoite material that 
goes on the nose cone of the Titan missile is a very advanced develop- 
ment in material for an ablation nose cone and makes possible a very 
spectacular and efficient missile. 
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Mr. Courtney. General, before we close, what percentage, if you 
know readily, either in dollars or in percentage, of Avco is commercial 
business as distinguished from military business, both prime and sub? 

General Irvine. I think it is just about 50-50. It might be 5 percent 
one way or the other, depending on how many corn pickers we sell 
or how many stoves or how many nose cones. It is roughly 50 percent. 

Mr. Courtney. Roughly 50-50 4 

General Irvine. Yes. 

Mr. Courtney. Is your work, under your contract, to be confined 
solely to the military / 

General Irvine. Oh, no; it specifically spells out that I work with 


all divisions. And I must say that some of the divisions, like the TV : 


and broadcasting system, looks like working with it might be quite 
interesting. 

Mr. Courtney. You are not going to have your own program, are 
vou, General ¢ 

General Irvine. No. 

Mr. Courtney. That isall, Mr. Chairman. 

Mr. Héserr. Thank you very much, General. We appreciate your 
appearance, 

General Irvine. Thank you, sir. I appreciate the privilege. 

Mr. Héserr. The next witness, Mr. Courtney. 

Mr. Courtney. General Jones. 

Mr. Heéserr. General Jones, step forward, please. 

Order. 

Mr. Courtney. 

Mr. Courtney. General Jones, you are an employee of the Aveo 
Corp., with offices in Washington ¢ 


TESTIMONY OF MAJ. GEN. HERBERT M. JONES, U.S. ARMY, RETIRED 


General Jones. That is correct. 

Mr. Courtney. And you filed a questionnaire which the Commis- 
sion has on its desk. 

General, your previous service in the Army was as Adjutant 
General? And prior to that as Deputy Adjutant General 

General Jones. When I retired I was the Adjutant General of the 
Army. 

Mr. Courtney. Yes. Your service had very largely been in the 
Adjutant General Corps in latter years, was it not / 

General Jones. In the latter years. Before that I was in field 
artillery. 


Mr. Courrney. Now, General, does the Adjutant General of the! 


Army have anything to do with procurement ? 

General Jones. Nothing other than personnel procurement and 
procurement of publications. 

Mr. Courtney. Nothing having to do with the purchase of supplies 
or materiel ¢ 
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General Jones. No,none whatsoever. _ 
Mr. Courtney. And, General, you retired from the — will 
lead you through the questions so we will get onto this quickly—this 


year, and you then became employed by the Avco Corp. ? 


General Jones. I retired October 31, 1958. It was exactly 40 years’ 
service. Under the policies an officer retires at 60. I was 60 in the 
month of October. Rather than retire involuntarily I retired volun- 
tarily. But I would have been out anyway on the last day of that 
month. 

Mr. Courtney. Now, General, what are your duties with the Avco 
Corp. ¢ 

General Jones. Well, I was taken on first as a consultant, because 
of my experience in administration and organization. I didn’t know 
it when I first came on, but I learned soon after that the man who 
was in charge of the Washington office was retiring on the first of 
December. 

Mr. Courrney. And who was he? 

General Jones. His name was Mr. Hartmeyer. He was a civilian. 
And he was a vice president, incidentally, of the company. 

My first assignment was to study the situation with regard to the 
Washington office, to see if it pe not be operated maybe in a more 
logical manner. Maybe it could be of more use to the New York office. 
Maybe we could better coordinate the activity of the men working in 
the office, and the women. 

Mr. Courtney. Well, how much personnel is attached to the Wash- 
ington office ? 

General Jones. There are seven men and six women. Most of the 
women, of course, are secretarial. 

Mr. Courtney. And what do these seven employees do in Wash- 
ington ? 

General Jones. The seven men—two of them represent here the 
Lycoming Division. ‘Three represent the Crosley Division. One rep- 
resents the Aveo Research Laboratory at Everett, Mass. And the 
other represents the Research and Development Division, at Wilming- 
ton, Mass. 

They report directly to their division managers. In other words, 
they do not work for me. 

Mr. Courrnry. Well, do you have supervision over these indi- 
viduals ¢ 

General Jonzs. Well, I have supervision to the extent that if some- 
thing goes wrong, why, I can report it sufficiently, that proper action 
would be taken. 

Mr. Courtney. New, let me understand what these representatives 
do. Take any division. 

General Jones. Well, you take the Lycoming Division. The Ly- 
coming Division is interested in aircraft engines, for instance—Ly- 
coming engines, 

_They make them not only for military aircraft, but also for execu- 
tive and utility type aircraft. 

That division gets in competition in the Pentagon and elsewhere 
for the sale of their engines. 


44112—59——-15 
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Mr. Courtney. Do these men have to do with the formation or 
negotiation of contracts ? 

General Jones. Well, I would say that they have a part to play in 
it; yes. 

in Courtney. Do they have to do with the solicitation of business! 

General Jones. Yes; they do. That is why they are there. 

Mr. Courtney. And do they make their own contacts, or do they 
get assistance ¢ 

General Jones. They make their own contacts. 

Mr. Courtney. Well, then, what do you do with respect to their 
activities ? 


General Jonxs. Well, I see that the office is properly run. I check | 


their expense vouchers. I have a weekly staff meeting with them 
so they can discuss or exchange ideas between each other. 

I do render a monthly report to the New York office as to their 
activities. 

Mr. Courtney. Well, let us suppose you find a weak reed at one 
of your weekly meetings. Supposing he might have difficulty in estab- 
lishing a contact within the Department with which he might be 
seeking to do business. Would you assist him in any way, or are 
you required to assist him ? 

General Jonges. No, I am not required to assist him. 

Mr. Courtney. Well, would you ? 

General Jones. I might give him an idea where he might go, but I 
would 
Mr. Courtney. And would you counsel him as to the method of 

approach ? 

Ses, Jones. As a matter of fact, these men have been here so 
much longer than I have I don’t have to counsel them as to approach, 
They are salesmen. I am not a salesmen. 

Mr. Courtney. I am trying to understand just precisely what your 
relationship is. If the expertise is with the employees, I wondered 
why they needed supervision. 

eneral Jones. Well, you need some supervision to prevent, say, 
duplication. In my study about the organization of the Washington 
office, I questioned a number of larger corporations here, people that 
I knew in them, and I found out that they have divisional representa- 
tives and some of them are very loosely operated. There is no co- 
ordination between them at all. 

As a matter of fact, sometimes they even got to the point where 
they were competing with each other. That is one thing that could 
come out in the weekly meeting. It has not come out since I have 
been there, but it could. 

Mr. Courtney. Do you have anything to do with the negotiating of 
contracts ¢ 

General Jones. None whatsoever. Asa matter of fact, I have never 
seen a contract. 

Mr. Courtney. Do you have anything to do with the change orders | 
or — made under contracts ? 

yeneral Jones. None whatsoever. Those are all handled directly 
through the divisions. 

Mr. Courtney. With the—— 

General Jones. Through the divisions. 
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Mr. Courtney. The divisions? 
General Jonrs. The divisions handle their own contracts. 
Mr. Courtney. Do these men who are in Washington who are under 


your supervision have anything to do with matters of that sort? 


General Jones. They do this. Since the Crosley people are repre- 
senting Crosley, if they have some presentation to make, why, then, 
the people in from Crosley, the marketing people from Crosley, 
actually come in and make these presentations. 

Mr. Courtney. And do they counsel with you as the supervisor of 
this office as to the best method of approach, or do they draw on your 
experience for assistance ? 

eneral Jones. No. They have not counseled with me. They do 
come in and tell me the work they are going to do, but I have—I know 
nothing about the procurement game. 

Mr. Courtney. Are you acquainted with the military procurement 

rsonnel in Washington, on active duty ¢ 

General Jonrs. I have known them; yes. 

Mr. Courtney. Over a period of years? 

General Jones. Over a period of years. I am bound to have known 
them. 

Mr. Courtney. I think that is all, Mr. Chairman. 

Mr. Héverr. General, what date did you retire? 

General Jonrs. October 31, 1958. 

Mr. Hévert. What is your financial arrangement with the Avco Co.? 

General Jones. It is $22,500 a year. 

Mr. Héperr. It is $22,500 a year. And for this $22,500 a year you 
perform the duties that you have just described to the committee? 

General Jones. Well, in addition, if there is any question that they 
might have in New York—I am a liaison between this office and the 
New York office. Remember, this is a group of people who are com- 
ing in here from various parts of the country, you see. Some from 
Boston, some from Stratford, some from Cincinnati. If they didn’t 
have somebody to hold them together, why, these people would be 
just sitting around an office. 

Mr. Hesert. In other words, they have seven individuals who 
= in the office. You are the good shepherd of the others who come 
in 

General Jones. You might call it the good shepherd type, yes. 

Mr. Héserr. Are you ever required, or have you ever called the 
Pentagon to make appointments for any of these people who come 
in? 

General Jones. No, I never called the Pentagon for appointments 
for any of them. The Crosley men, themselves, make the appoint- 
ments for the people coming in. 

Mr. Héperr. You do not call ? 

General Jones. I do not, no. 

Mr. Héserr. I think you described the seven of them in here as 
salesmen. 

General Jones. I would say they are salesmen, yes. 

Mr. Héperr. And you supervise the selling ? 

General Jones. I don’t supervise the selling, no. 

Mr. Hépert. You supervise them ? 

General Jones. As individuals. 
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Mr. Hézertr. Now—— 

General Jones. Not as to their sales activities. 

Mr. Héserr. Does your position require you to be sort of a good 
will ambassador in Washington for Avco, to attend meetings? 

General Jones. No; but I wouldn’t want to be considered a bad 
will 

Mr. Hésert. Bad—what is that? 

General Jones. Bad will. 

Mr. Héserr. Well, in other words, your position in this—you do 
attend certain functions in Washington ? 

General Jones. I do attend functions. 

Mr. Hésert. In Washington for Avco. 

General Jones. I do attend functions. I represented the company, 
for instance, at—well, the U.S. bond sales convention, or conferences, 
held by the Secretary of the Treasury, at which he had all the heads 
last spring of the larger corporations, with the idea of building up 
their U.S. savings bonds sales. And I get the information there, and 
I have represented the company and have carried the word, as you 
might say, to the headquarters of the company, and as a result, asa 
matter of fact, our U.S. bond sales have appreciably increased. 

Mr. Héserr. Through your attendance ? 

General Jones. Well, the information that I sent back, at any rate, 

Mr. Héserr. In other words, though, what I am trying to develop is 
the fact that you are in the position here as really the representative | 
of Avco? 

General Jones. I ama representative of Avco in Washington. 

Hr. Héserr. And it is your position, and understandably so, to be 
sure that Avco is presented in a favorable light? 

General Jones. That is correct. 

Mr. Héserr. It is a good will—you are also engaged in good will 
for the company ? 

General Jongs. That is right. 

Mr. Hépert. Now, in case you may be confused as to why I asked 
you that question, the committee is very interested to try to determine 
what selling is. And yesterday we had two young—two Navy com- 
manders retired who were good will ambassadors for beer. 

General Jones. Yes, but they were calling, and I don’t call, to make 
good willcalls. No. 

One of my visits to the Pentagon took me about 3 hours of discus- 
sion with the Judge Advocate General, after that Comptroller Gen- 
eral’s decision came out, as to just what I could and could not do. It 
is very, very confusing. 

Mr. Hésertr. There is no doubt about that. 

General Jones. Very, very confusing. 

Mr. Héverr. Of course there is one rule for the Navy and another 
rule forthe Army. 

General Jones. Still another for the Air Force. I think they should, 
all be the same, definitely. I think not only their law should be the 
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Now, you do not call, but when you are called or invited to, you 

do go? 
eneral Jones. Oh, surely. 

Mr. Héperr. So, then, you are invited around to various parties, and 
so on, in the normal activity of business. 

General Jongs. Yes. 

Mr. Héverr. And you are recognized 

General Jones. We have the Association of the U.S. Army. We 
have these various trade associations in Washington. That is where 
I go. 

Mr. Héserr. And then when you leave a good impression on these 
people, then they have a good impression of Avco, then ? 

General Jonzrs. I hope so. 

Mr. Héserr. That is normal. We are just trying to find out what 
the facts are now. 

Now, what is your retired pay, General? 

General Jonrs. My retired pay is $12,150 a year. 

Mr. Hésertr. Now, of course, General, you are in the class of 1959, 
of retired officers. 

General Jonrs. Class of 1959; yes. I was more fortunate than the 
others. That is one thing—I am sorry about this—someone told me 
that one of the reasons that all efforts to increase the retired pay for 
those who retired before June 1, 1958, have been killed because of these 
hearings. That is very disappointing to a man in my position. 

Mr. icnaae. Well, for the record, I would say it was killed before 
that, and not before these hearings. 

General Jones. Yes. 

Mr. Heéperr. Because of the lobbying activity of the retired officers, 
Imight say. 

Now, of course—as—when I said the class of 1959, I mean you are 
in the class that just retired and had become associated with private 
industry. So you do not have any experience behind you. But do 
you have any ideas or any suggestions to make to the committee, to 
give it guidance, in trying to bring some uniformity out of this 
“uniformity” ? 

General Jones. Well, certainly I don’t think it should be made too 
difficult for a man who is retiring nowadays to find employment after 
he retires. 

He has a lot to offer normally to industry, particularly those en- 
gaged in defense work, because he has knowledge which is important 
to them and it is important to the country. 

I have great interest in doing anything that is helpful to defense. 
If this company has something, a breakthrough in something, I may 
not personally tell them about it, but I want to be sure that some- 
body else tells them about it, that it is something worthwhile. 

You take the flying jeep, for instance. The Army would love to 
have a flying jeep. We haven’t one yet. When there is a break- 
through on the flying jeep, and say it comes from one of our di- 
visions, I would sure want to let the Department of the Army know 
about it in some way because I think it is of great value to them. 

Now, there are a number of places. 

You take materials, for instance. If you lighten the weight of a lot 
of our stuff that we have to carry around in the Army, particularly 
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a rifle, even—if you could develop a new metal—and we have a won. | 
derful research division up in Wilmington, Mass., which has experts | 
on metals, and they are continually developing new types of metals, | 
By developing a light metal, you would require less thrust, for in. | 
stance, to push missiles off of if you could get your nose cone lighter, | 
or what you put in these missiles lighter. 

Mr. Hésert. You would know where to go in the Pentagon to in- 
form them ? 

General Jonrs. I would know whom to inform; yes. But I would 
also know—I probably wouldn’t feel free to do it, myself because of 
these restrictions of the law. 

Mr. Hésert. But you could advise somebody in your company 

General Jones. Darn right, I could advise one of my men. I would 
say, “Here is a breakthrough and General Trudeau ought to know 
about it.” 

Mr. Héperr. Mr. Hess? 

Mr, Hess. General, did you hear the question I propounded to Gen- 
eral Irvine with reference to the dual compensation statutes ? 

General Jones. Yes; I did. 

Mr. Hess. Would you care to comment on that? 

General Jones. I would certainly care to comment on it. I think 
it should be—it should not exist any longer. It may have had a 
good reason to come into effect when it did. But we have many young 


officers now who are retiring. Our laws in the services require a | 


lot of them to retire in their late forties or early fifties. Here isa 


youngster who graduates from West Point at the age of 21. He | 


enters at the age of 17 and graduates at the age of 21. He retires at 
51. He has kids in school and he is limited in the things he can do, 

Now, he would love to stay on and work for the Government, I 
know he would. 

Mr. Hess. In a civilian capacity ? 

General Jones. Ina civilian capacity. 

Mr. Hess. Provided, of course, he could get his retired pay. 

General Jones. Absolutely. But he doesn’t want to work for 
nothing, because he still has to support a family. 

Mr. Hess. That is all. 

Mr. Héserr. Mr. Hardy? 

Mr. Harpy. No questions, Mr. Chairman. 

Mr. Hépert. Mr. Gavin? 

Mr. Gavin. I assume, then, General, that you are the managing 


director here at Washington to coordinate all of the various phases 


of your company’s business and give direction; is that right? 

General Jones. Well, I don’t give directions to those men; no. The 
directions are really given by their division managers. 

Mr. Gavin. Yes. 

General Jones. You see? They work for their division managers. 
Their divisions pay them. 


Mr. Gavin. You would consult them, because many of them might | 


get lost in the Pentagon ? 

General Jones. Well, they don’t get lost. 

Mr. Gavin. In other words, you are able to advise them just how 
to approach problems ? 
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on-| General Jones. Well, I know what they are doing. And I encour- 
rts age them because it is Die rough sometimes over there. And these 
als, | men work pretty hard. They work awfully hard, and they follow 
in- | through. 
er, I don’t know the Sp reoeye: system, but I have listened here to 
General Irvine, and I also heard what Admiral Carney said yester- 
in. day about these procurement systems. And I imagine they must be 
pretty nearly the same in the Army. 
uld So there are many people that these men must see when they are 
of actually working on a contract. 
Mr. Gavin. You think there should be any legislation enacted rela- 
' tive to a period of time before a retired officer takes a job with enter- 
ud __ prise, or whether there should be a code of ethics? 
Ow General Jones. Well, there is a code of ethics, and we have a good 
code of ethics. This stuff that is appearing in the papers nowadays 
is very embarrassing to us. There has really been no basis that I 
on- cansee. But—you even read—the headlines are given in the paper, 
“Somebody recommends curbs, additional.” Well, they don’t realize 
that the curbs already exist. All you have to do is to read the testi- 
mony and then you will find out that the curbs are already there, you 


nk  =—see. 

la Mr. Gavin. And you are the Army. You were with the Depart- 
ng ment of the Army. 

.a General Jones. I was with the Army; that is right. 

33 Mr. Gavin. It is true, times have changed now, you see. In World 


He | War II, and Korea—back in the days when they were going in at 
at Omaha, on Normandy Beach, you know, and the Battle of the Bulge, 
Jo, and Tinian, and Tarawa, and Saipan, and Okinawa, and Guam. You 
,I ‘mow, we are in a different period now. 

I just want to say to you, being a representative of the Army, that I 
always thought you turned in a magnificent performance, and I am 
proud of the record of the Army. 

General Jones. Well, thank you very much. 


‘or Mr. Heénerr. It is all said by a former sergeant, General. 
General Jones. It is said that our NCO’s are the backbone of the 
Army. 


Mr. Hépsertr. Mr. Norblad? 
Mr. Norsiap. No. 
Mr. Gavin. To tell you the truth, General, I never quite got over it, 


ng either. 
308 General Jones. Well, our noncoms, we call them the backbone. 
Mr. Heésert. Mr. Hardy? 
he Mr. Harpy. General, you had no procurement experience while 
you were on active duty ? 
(General Jones nods negatively.) 
re. Mr. Harpy. You think maybe you would have been able to com- 
mand a higher salary in industry if you had? 
ht General Jones. I don’t understand. 


j 


} Mr. Harpy. You think maybe you would have been able to command 
a higher salary in industry if you had ? 
Ww General Jonzs. I am satisfied. 
Mr. Harpy. Maybe you got in the wrong branch of the service. 
General Jongs. I wanted to stay in Washington. I am a Washing- 
| tonian and I wanted to stay here. 
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Mr. Harpy. You got some pretty highly paid former officers that 
spend pretty right much time in Washington. 

Mr. Héserr. Mr. Courtney, any further questions? 

Mr. Courtney. No further questions. 

Mr. Héeerr. Thank you very much. 

Mr. Gavin. I just want to comment, before the General leaves. 

In the Air Force you get a stock option, but in the Army you go in at, 
regular salary. 

General Jones. I am not a vice president, either. 

Mr. Harpy. Maybe that was because it was the Army instead of the 
Air Force. 

Mr. Harpy. I thought maybe that was because one was in procure- 
ment and the other in administration. 

Mr. Hésert. Thank you, General. 

Mr. Courtney, the next witness. 

Mr. Courtney. Admiral Murray, please. 

Admiral Murray, with reference to the questionnaire which you 
have filed with the committee, your position with Avco is a consultant?! 


TESTIMONY OF ADM. S. S. MURRAY, U.S. NAVY, RETIRED 


Admiral Murray. Yes, sir. 

Mr. Courtney. With Avco and a number of other companies. 

Admiral Murray. Yes, sir. 

Mr. Courtney. That were listed here, among them the Rand Corp. 

Admiral Murray. There are two. Just the Rand Corp. and Aveo 
now. 

Mr. Courtney. At the present time? 

Admiral Murray. Yes, sir. 

Mr. Courtney. Now, the Rand Corp is engaged in scientific and 
technical research, is it not ? 

Admiral Murray. Yes, sir. It isa nonprofit organization. 

Mr. Courtney. It is a nonprofit organization ? 

Admiral Murray. Yes. 

Mr. Courtney. And your relationship is on a per diem basis, it it? 

Admiral Murray. Per diem basis, with both of them. 

Mr. Courtney. With respect to certain competence that you have 
in some field of naval programs? 

Admiral Murray. Yes. 

Mr. Courtney. Now, in answer to your questionnaire, Admiral, 
you have referred to discussions, for example, within the Bureau of 
Ships on antisubmarine warfare,and within the limits of classification 
which would have to be applicable would you give us some idea of 
precisely what this relationship is, what knowledge you obtain, and 
what is done with the knowledge you obtain under these circum- 
stances ? 

Admiral Murray. Yes, sir. 

That was in connection with the Rand consulting work, and not with 
Aveo. 

Mr. Courtney. Not with Avco. 

Admiral Murray. With Rand, I am a naval consultant with them 
on general naval subjects, primarily on submarines and antisubmarine 
warfare work, to conduct studies for Rand as part of their overall 
project, which is studies for the Air Force. 
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These visits for Rand were arranged between the Chief of Staff of 
the Air Force and the Chief of Naval Operations, to turn over certain 
classified information to Rand to carry out the studies that they were 
doing for the Air Force. 

Mr. Courtney. Then, we would understand that your duties pre- 
cisely are to use your experiences and the knowledge you developed as 
a naval officer to work as a consultant with the Rand Corp. ? 

Admiral Murray. Yes, sir. 

Mr. Courrney. On projects which are required or desired by both 
Air Force and Navy? 

Admiral Murray. It is primarily Air Force. 

Mr. Courtney. Primarily Air Force? 

Admiral Murray. The Air Force pays for it. But when they took 
me on as a consultant 214 years ago, they made the statement, in Rand, 
that they felt that they had been missing the naval point of view in 
some of their overall studies for the Air Force, and therefore they 
wanted to add that part of it into their overall long-range strategic 
studies. 

Mr. Courtney. Now, the Rand Corp. does not produce anything it- 
self, does it ? 

Admiral Murray. No, sir. Just papers. 

Mr. Courrnry. Just papers and recommendations, which ulti- 
mately go out into industry for accomplishment ? 

Admiral Murray. No, sir; not in industry. 

Mr. Courtney. Not in industry ? 

Admiral Murray. They go to the Air Force. 

Mr. Courtney. They go strictly‘to the Air Force? 

Admiral Murray. Strictly to the Air Force. They don’t send it to 
anyone else. 

Mr. Courtney. And there is no contractual matters, that is, no 
purchase of supplies or anything of that kind involved ? 

Admiral Murray. No, sir. Papers and pencils is all. 

Mr. Courtney. Papers and pencils. 

Now, with respect to your consultation with the Aveo Co., Admiral, 
what knowledge do you bring to that company and what precisely 
do you do in the way of consultation ? 

Admiral Murray. It is primarily on ship and submarine opera- 
tions. Primarily submarine operations. 

They have a contract which they had when they took me on as a 
consultant in regard to Polaris submarine communication systems, 
and they have me as a consultant advising on submarine and under- 
water operations. 

Mr. Courrney. Well, would I understand that this contract has 
todo with the development of a system ? 

Admiral Murray. It isa study of a system. 

Mr. Courtney. Study of a system ? 

Admiral Murray. Yes, sir. 

air. Courtney. Which ultimately may go into competition or into 
use ? 

Admiral Murray. Yes, sir. There are several companies that have 
study contracts in this field. 
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Mr. Courtney. And it is in connection with the development of 
some system which Avco ultimately hopes to sell that you are con- 
sultant ? 

Admiral Murray. That would be what it would be; yes, sir. 

Mr. Courtney. That isa simple statement ? 

Admiral Murray. Itisa study part of a contract, but—— 

Mr. Courtney. Now, in connection with that, in connection with 
aie duties as a retired naval officer, do you keep abreast, do you 

eep current, of the latest thinking in the Navy with respect to its 
uirements ? 
dmiral Murray. I try to. That is why Rand pays me, sir. 


| 
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Mr. Courtney. Part of the duty of a naval officer; is that right? ' 


Admiral Murray. As well as the other. 

Mr. Courtney. So you bring to these consultations of yours this 
knowledge and background of your years as a naval officer, kept up 
to date currently, to assist them in the performance of Government 
projects; is that night? 

Admiral Murray. With the Rand Corp.; yes, sir. 

Mr. Courtney. With the Rand Co. ? 

Admiral Murray. Yes. With Aveo—— 

Mr. Courtney. It is more limited—— 

Admiral Murray. It is based on my experience. Most of my 
duty in the Navy was in submarines. 

Mr. Courtney. And it is largely in that field ? 

Admiral Murray. Yes, sir. 
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Mr. Courtney. That you are consulted by the—I don’t want to put ; 


the words in your mouth. Is it in that field exclusively that you 
are consulted by the Avco Co. ? 

Admiral Murray. Yes, sir. 

Mr. Courtney. Now, do you maintain an office? 

Admiral Murray. No, sir. 

Mr. Courrney. An independent office ? 

Admiral Murray. No, sir; I do not. 

Mr. Courtney. You don’t hold yourself out as a consultant to be 
employed, then, on any commercial basis ? 

Admiral Murray. No, sir. I use an office in Santa Barbara for 
the Aveo work—that was a branch of theirs. Now, it is a subcon- 
tractor of theirs. With the work for Rand—I do it in their office 
lay in their main office in Santa Monica, or in the Washington 
office. 

_ Mr. Courrney. And the arrangements under which you are work- 


ing now, were they solicited by you or were you solicited to furnish | 


this consultation ¢ 

Admiral Murray. Well, I was asked to stop by Rand on the way 
out to the west coast and talk with them, about 7 months after I re- 
tired. They hired me right then to start working for them. In fact, 
they wanted me to work all the time, but I didn’t want to live in Los 
Angeles. So Aveo—— 

Mr. Héperr. You didn’t want to live in Los Angeles? 

Admiral Murray. No, sir. 
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Mr. Courtney. I don’t think there are any Los Angeles representa-| Mr. 


tives here. 
Admiral Murray. I preferred Santa Barbara. 
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Mr. Courtney. Youstill stick to California. ya 

Admiral Murray. Avco, the Crosley Division of Avco, which is 
the one that I am consultant with, did ask me to work with them on 
this program, and to also be a general technical consultant on the staff 
of the director of engineering of the Crosley division. 

Mr. Courtney. Admiral, in your opinion do the existing regula- 
tions of the Navy Department and the laws affecting the Navy, since 

ou are a naval officer, inhibit you in the performance of your duties 
in any way? You acquired them as a matter of restrictions, either 

roper or unnecessary. We would like to know what your opinion is? 

Admiral Murray. I think there are several gray areas in there in 
which you can’t draw a line in regard to definitions of what is the 
sale of supplies or furnishing supplies or articles, I think there 
should be a more clearcut definition of what those are, so that you can 
tell. 

As it is now, for instance, they said that studies are not supplies; 
but if you sell them a toothpick, it is supplies. 

Mr. Harpy. Or beer. 

Admiral Murray. It would seem to me like it should be clarified as 
to what is and what isn’t. 

Mr. Courtney. Now, as to the length of time, Admiral, the Navy 
has since 1956—and this is since your retirement, or I guess about 
the time of your retirement—a law which prohibits the payment of 
retired pay at any time you should engage in selling. 

(Admiral Murray nods.) 

Mr. Courtney. This is without limitation in years. The other 
services are limited to 2 years. 

Would you care to express an opinion on that subject ? 

Admiral Murray. I think it should be uniform with all the services, 
whatever it is. 

I personally don’t think there is anything wrong with a limited 

riod of 2 or 3 years, but I don’t see the advantage of its being 
indefinitely as it is for the Navy. In other words, f don't see that 
naval officers are potentially more crooked than the Army or the 
Air Force. 

Just in case there was any question in anyone’s mind about selling 
to the same people that were in office where they were at the time they 
retired, I see no objection to a 2- or 3-year prohibition on actually 
selling, but to define what they mean by selling. 

Mr. Gavin. Would the gentleman yield at that point? 

(Mr. Courtney nods.) 

Mr. Gavin. In fact, everything that you do is tending toward a 
sale, isn’t it? Your ultimate objective is to make a sale, and you are 
making a contribution toward it, whatever contribution you make? 

Admiral Murray. That is true. 

Mr. Gavin. So, whoever signs the order makes the actual sale. But 
all of the people, retired personnel, are more or less making comple- 
mentary contribution toward selling a particular weapon or missile 
or some particular project. 

Admiral Murray. You are behind the scenes. 

Mr. Gavin. Certainly you are. 

Admiral Murray. Any company has to sell something. 

Mr, Gavin. It is all a selling job. 
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Admiral Murray. Or we couldn’t 

Mr. Gavin. That is why enterprise hires you, to give direction and 
guidance to ultimately make the sale. 

Admiral Murray. That is why I would like to see it clarified as to | 
where it begins and where it is not. In other words, not those gray 
areas—a little bit closer to black and white, instead of most of it gray, 
as it seems to me, now. 

Mr. Gavin. They don’t know what they can do, for fear of violating 
something. 

Admiral Murray. That is the hard thing. 

I have turned down two or three jobs in which they looked to me . 
like they were too close to sales or negotiating directly for contracts 
of some sort. 

Mr. Gavin. Because you didn’t want to violate any regulations. 

Admiral Murray. No, sir. 

Mr. Héserr. Admiral, what is your salary with the Avco Corp.! 

Admiral Murray. Mine is the vice admiral under the old act, 
which is $11,168. 

Mr. Hésert. That is your retired pay ? 

Admiral Murray. Retired pay. 

Mr. Héserr. How much is that, again? Retired pay; what is 
it? 

Admiral Murray. $11,168, and some odd cents, sir. 

Mr. Hésert. What is your financial arrangement with Avco? 
nai Murray. They pay me $90 a day for those days that | 
work. 
Mr. Héserr. Approximately how many days do you work ina 

ear? 
Z Admiral Murray. I am supposed to work approximately half time 
for it. They have a ceiling on my contract for 1 year at $10,800, 

Mr. Hésert. In round figures you receive $10,800 4 

Admiral Murray. For half time, sir. 

With Rand it is 

Mr. Hésverr. Mr. Hess? 

Mr. Hess. Let me ask you just this one question, Admiral. You 
heard the question that I propounded to both General Jones and 
General Irvine in reference to the dual compensation statute? 

Admiral Murray. Yes, sir. 

Mr. Hess. Would you mind commenting on it? 

Admiral Murray. I think it shouldn’t be in effect the way it is 
now, because there are so many retired oflicers that would be really 
wonderful in working in civil service or Government jobs of any sort! 
or kind that are now prohibited from them. 

Mr. Hess. Have you ever heard any officer who was about to re 
tire express a desire to remain in a civilian capacity ? 

Admiral Murray. Yes, sir. I was offered a job if I would give up 
1 a pay to work for the Secretary of the Navy—one of the 
jobs. 


j 
| 
i 


' 





Mr. Héperr. Of course, the criticism has been made, or the observa-' 
tion has been made, that the Government or, rather, the defense ef: 
fort, should not be deprived of the services of the brains of the re} 
tired officer, for he has no place to go except into private industry be! 
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cause the Government prevents him under the Dual Compensation 
Act. ' 

Admiral Murray. Yes, sir. 

Mr. Héverr. That is correct, isn’t it ? 

Admiral Murray. Yes, sir. I can’t draw more than $2,500 and I 
give up all my retired pay on anything over and above that. It is 
either one or the other, but I can’t have both. 

Mr. Héperr. Mr. Hardy ? 

Mr. Harpy. On this question of the Dual Compensation Act, if it 
were repealed would there be any virtue to the contention on the part 
of career civilian employees that the services would tend to replace or 
displace career civilian employees with their friends who are retiring ? 

dmiral Murray. There might be some, but I don’t think that you 
would have large groups of retired military personnel who woul 
into the Government jobs to replace very much of the present or the 
regular civilian personnel at that time. 

Mr. Harpy. I recall—the reason I raised the question, Mr. Chair- 
man. I think this is one that the committee will want to consider 
when we get into that area. 

Not so very long ago a case was called to my attention where a 
colonel—I am not. sure whether he was even eligible for retirement, he 
might have been just under the retirement date—went off active weed 
and was immediately employed to carry on as a civilian the same jo 
that he had been supervising when he was on active duty. And that 
raises a lot. of fuss. 

Mr. Hess. Will the gentleman yield ? 

Mr. Harpy. Yes. 

Mr. Hess. I think it might be well to replace some of these civilian 
employees, especially in the procurement end, by some of these mili- 
tary personnel who are retired. 

Mr. Harpy. That is entirely possible. But I think you have to bear 
in mind there are a lot of angles to this thing, that are going to 
have to be looked at. 

Admiral Murray. That is true. 

Mr. Hésertr. Mr. Gavin? 

Mr. Harpy. I had one other question, Mr. Chairman. 

Mr. Héperr. Yes. 

Mr. Harpy. In the course of your activities, either with Rand Corp. 
or Aveo, have you had any contacts at all with Space Technology 
Laboratories ¢ 

Admiral Murray. No, sir; I haven’t. My work hasn’t happened 
to be in that field with Rand. 

Mr. Harpy. Or their predecessor, Ramo-Wooldridge? 

Admiral Murray. I have been in conferences there in Rand two or 
three times with some of the employees there, the people working at 
Ramo-Wooldridge, that come over and give a heielion to Rand there. 

Mr. Harpy. Were 

Admiral Murray. Certain personnel. 

Mr. Harpy. Were those employees civilian employees or retired 
military personnel ? 

_Admiral Murray. They were civilian employees, so far as I know, 
sir. 

Mr. Harpy. Thank you. 
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Mr. Héperr. Mr. Gavin. j 

Mr. Gavin. If you had an opportunity to get a Federal position, 
even though it was at less money than you are making in your present 
assignment with Avco and—— 

r. Hess. Rand. 

Mr. Gavin. And Rand, do you feel that pen would consider it and 
be happier and more contented in your work 

Admiral Murray. I think it would have to be some position in 
which I felt it was very interesting work being done and which I 
had some background that I felt I could make a donation to the 
country, because after you work for about 40-odd years in the Gov- 
ernment service, why, you are kind of a little partial to it. 

Mr. Gavin. Leaving the salary out of the question, where do you 
think you could make the best contribution outside of Government 
or in Government, now that you are retired ? 

Admiral Murray. Of course, it is rather hard to see which one, 
Personally, I think probably inside, if it were the proper type of job. 

Mr. Gavin. You could be more helpful ? 

Admiral Murray. Yes. 

Mr. Gavin. In this whole overall program of our various weapons 
and missiles, and so forth. 

Mr. Heéserr. Mr. Norblad? 

Mr. Norsiap. No. 

Mr. Hésnerr. Mr. Courtney, any further questions? 

Mr. Courtney. No further questions, Admiral. Thank you. 

Mr. Gavin. Let me pursue that just a bit further. 

And you would be inclined to consider a Federal position ? 

Admiral Murray. Yes,sir; I would. 

Mr. Harpy. May I ask him just one other question ? 

In the course of your activities with Avco, have you had frequent 
contact with General Irvine? 

Admiral Murray. No, sir. As a matter of fact, I passed him in 
the corridor once before I saw him here yesterday. That was the 
only time I know that I have ever seen him. 

Mr. Harpy. Fine. 

(Remark requested off the record. ) 

Mr. Heésert. Mr. Courtney, any further questions? 

Mr. Courtney. Mr. Chairman, that concludes the witnesses today. 

(Further remark requested off the record.) 

Mr. Courrnery. On tomorrow, the committee is prepared to hear 


Vice Adm. John M. Will and Rear Adm. A. G. Mumma, in place 


of Admiral Schoeffel. 


Mr. Hésert. Thank you very much, Admiral, for your appearance 


this morning. 
The committee stands recessed until tomorrow morning at 10 o’clock. 
(Whereupon, at 11:37 a.m., the subcommittee adjourned.) 
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EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
PERSONNEL BY DEFENSE INDUSTRIES 


FRIDAY, JULY 24, 1959 


House oF REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 

The subcommittee met at 10 a.m., Hon. F. Edward Hébert (chair- 
man of the subcommittee) presiding. 

Mr. Héserr. The committee will be in order. 

Mr. Courtney. 

Mr. Courrney. Mr. Chairman, we have Admiral Will this morning 
as the first witness, Adm. John M. Will. 

Admiral, will you come forward ¢ 

Admiral Mumma is here, Adm. Albert G. Mumma, of the Navy. 

Mr. Heévert. Come forward. 

Mr. Courrney. Admiral, come forward, and we will swear you at 
the same time. 

For the record, Admiral Will, identify yourself, please. 

Admiral Witz. I am Adm. John M. Will, U.S. Navy, retired, presi- 
dent of American Export. 

Mr. Courrney. And Admiral Mumma? 

Admiral Mumma. I am Rear Adm. A. G. Mumma, vice president, 
ag Worthington Corp. 

Mr. Hésert. You two gentlemen take the oath, please. 

You and each of you do solemnly swear that the testimony you will 
give before this subcommittee in the matters now under consideration 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ? 

Admiral Wir. I do. 

Admiral Mumma. I do. 

Mr. Héserr. Admiral Will, you remain at the witness table, and, 
Admiral Mumma, retire until we call you. 

Mr. Courrney. Mr. Chairman, on your desk is the response of Ad- 
miral Will to the questionnaire of the subcommittee. 

Admiral Will, you retired on June 30 of this year, and you are now 
president of the American Export Lines? 


TESTIMONY OF ADM. JOHN M. WILL, U.S. NAVY, RETIRED 


Admiral Wit. That is correct, sir. : 

Mr. Courtney. And your retirement was voluntary, Admiral? 
Admiral Wu. It was voluntary. ' ‘ 

Mr. Courtney. Now, prior to your retirement your business was 


what; that is, your assignment of duty was what ! 
235 
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Admiral Wirz. Since the 2d of July 1956 I had the command of 
the eer Sea Transportation Service, right through to the date J 
retired. j 


Mr. Courtney. Now, Admiral, if you date that to 1956, was the 


normal 3-year tour of duty expiring in June of 1959? 

Admiral Wut. I had not been 

_Mr. Courrney. Had you completed your normal tour of duty as- 
signment at the time you retired ? 

Admiral Wixi. Actually, there is no normal tour of duty as com- 
mander of Military Sea Transportation Service, but in Washington 
I think the Navy has considered that 3 years is a normal tour of duty, 
I had not been informed that I was to be relieved of that job. 7 
_ Mr. Courtney. Isee. Considering the normal tour of duty, 3 years 
is the usual length of assignment ? 

Admiral Witt. Yes, sir. 

Mr. Courtney. In a Navy post; isn’t that right? 

Admiral Wri. Yes. 

Mr. Courtney. And you joined this operation in 1956 ? 

(Admiral Will nods.) 

Mr. Courrney. And prior to that time you had not been in any way 
— with the Military Sea Transport, had you, in any of your 

uties ¢ 

Admiral Witt. Yes, I had. Immediately prior to the assignment 
as commander, Military Sea Transportation Service, I was the Diree- 
tor of Personnel Policy in the Office of the Secretary of Defense, work- 
ing for Assistant Secretary for Manpower and Personnel, Mr. Carter 
A. Burgess. 

However, from the end of November 1949 until April of 1951 I 
was the commander of the Military Sea Transportation Service in 
Europe and organized and established that organization throughout 
Europe and the Mediterranean and north Africa. 

I left there and reported in as commander of the Atlantic area, in 
Brooklyn, N.Y., on May 4, 1951, which duty I continued to perform 
until October 23, 1953. 

That, all in all, totals about 7 years’ duty with the Military Sea 
Transportation Service. 

Mr. Courtney. Now, Admiral, in connection with your duties as 
commander of the Military Sea Transport, did you have anything 
to do with the contractual arrangements between the Government and 
the company with whom you are now employed ¢ 

Admiral Wiit. As commander, Military Sea Transportation Serv- 
ice, I was responsible for any contracts made with any shipping com- 
panies. I did not personally execute any of those contracts. Those 
were done—the contracts were executed in the Contract Section of 
the Water Division. But we did make contracts with the American 
Export Lines. 

Mr. Courtney. Did you have anything to do with the terms or the 
conditions of the contract ? 

Admiral Wit. In approving some of those 

I would like to, if I may, Mr. Courtney 

Mr. Courtney. I was going to ask the next question. Explain how 
the business, the Government business, is handled in relation to Amer- 
ican flag lines. 
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Admiral Wit. Yes, sir. 

We have two areas of our operation. One deals with cargo and 
another with passengers. MSTS also has a great deal of work in 
the field of petroleum transportation, but American Export is not in- 
yolved in that. 

So I will confine myself to just the dry cargo and passengers. 

As for dry cargo, MSTS executes what are known as space charter 
shipping contracts with each of the established American flag berth 
operations. ‘They are open end contracts, the rates of which are fixed 
by negotiation between the commander of the Military Sea berg 
tation Service and an organization known as the Atlantic & Gulf 
' American Flag Berth Operators. That is for the east coast. 

There is a similar organization on the west coast. 

And this organization is made up of all American flag berth opera- 
tors. It is administered by an executive secretary. In the case of the 
East Coast, Mr. R.S. Hanson. They fix the rates, the tariff rates, for 
dry cargo, depending on the commodity. It is made applicable then 
for any specific route, but it applies to every American steam line 
plying that route and serving that route. 

So the contracts made with American Export encompass rates that 
have been determined by the American Flag Berth Operators group. 

As for passengers, I would like to say we do not of our own doing 
determine whether or not we are going to obtain commercial passenger 
space. That is done for us by the shipper advices—the Army, Navy, 
and Air Force. 

Mr. Courtney. You are speaking now as the president of American 
Export Lines? 

Admiral Wirz. Iam sorry. I hope that the committee, Mr. Chair- 
man, will understand I have been in this job just 3 weeks and 2 days. 
Itisa little difficult. 

But the commander of MSTS goes to the shipper services and asks 
for permission to obtain a certain amount of commercial space on 
certain routes in order to meet the commitments that these shipper 
services have placed on MSTS. 

When that is granted, then the negotiations take place between 
MSTS and the carrier—in this case American Export—for a specific 
number of spaces on each sailing. It works down to a specific num- 
ber of spaces per month, that are to be set aside. 

If we have not contracted and finalized need for that space by 30 
days—35 days prior to the sailing date, the company can sell the 
space. On the other hand, if we haven’t given up the space within 
3) days we must pay for it. 

Mr. Courtney. That simply amounts to a reservation of space? 

Admiral Witt. That is all it is, and MSTS pays straight commercial 
tariff rates, with a restriction on the maximum, because by Executive 
order the services are entitled to minimum first-class passage, the mini- 
mum that is available at the time the reservation is made. So that 
MSTS then places a ceiling on the amount that it will pay for these 
t reservations. 

_ Mr. Courtney. Does that vary with the different shipping costs, 
depending upon the quality of the accommodations ? 

| Admiral Wu. The tariff rates by the different shipping compa- 
‘nies are established by passenger conferences that cover specific routes. 
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In other words, any passenger lines that serve the Mediterranean A 
that are members of the conference will have the same rates. The’ Atla 
same applies for north Europe. ; | M 

Mr. Courtney. Well, let me see if we understand it, then. The whic 
American-flag operators on a given routing—let’s take the Mediter. Ac 
ranean—would be one or two companies out of New York, wouldn't deter 
they ? A d Mi 

‘Admiral Wu. Actually, American Export is the only American. of th 
flag passenger service in the Mediterranean. Ac 

r. CourTNEY. Going into the Mediterranean. Let us take Europe; that 
You go to the Atlantic ports of the continent, don’t you! tic a 

Admiral Wit. Yes, sir. ' eign. 

Mr. Courtney. That is, American Export does? at 

Admiral Wut. No; we only go to—— serve 

Mr. Courtney. You only go tothe Mediterranean ? Ame 

Admiral Witt. The Mediterranean and Spain. Ac 


Mr. Courtney. Are there any other American-flag operators—let’s! rang 
be clear about that. No other passenger operators that carry Gov- _ tarifl 





ernment personnel ? ) Mh 
Admiral Witt. Into the Mediterranean; no. comn 
Mr. Courtney. Now, this conference of which you a which Ad 
fixes the rates, depending on the quality of the accommodations, and what 
sets the ceiling : How is that composed ? disch 
Admiral Witu. That is composed of all the member lines, foreign; Bu 
and American. alway 
Mr. Courtney. Foreign as well as American ? » than 
Admiral Wu. Foreign and American. But, of course, we restrict Mr 
our contracts to American-flag ships. does | 
Mr. Courtney. Well, under the law you are required to take Goy- rates 
ernment transport in an American-flag vessel, are you not, that isa Ad 
Government Mr 
Admiral Wit. If it is available. dry c 
Mr. Courtney. But, nevertheless, all the lines participate in deter- Ad 
mining what is the maximum price to be paid ? charg 
Admiral Wu. They determine for each class—the first class, cabin; Mr 
and tourist. to the 
Mr. Courtney. For the so-called minimum first-class accommo Ad. 
dations ? Mr, 
Admiral Witz. That is true; yes, sir. Mr. 


Mr. Courtney. And that is a rate-fixing process. Does MSTS, Amer 
have anything to do in determining the amount that should be fixed duties 


for these accommodations? | witht 
Admiral Wi. Nothing; except to accept the lowest published Adi 
first-class tariff. of the 
Mr. Courtney. You must accept the lowest published first-class an ey 
tariff ? in the 
Admiral Wiu. Yes, sir. are be 


Mr. Courtney. Then the Government does not negotiate the rates! that s] 

Admiral Wirt. No; not in passenger service. » Mr. 

Mr. Harpy. Mr. Chairman. you ne 

Mr. Heéserr. Mr. Hardy. of wh 

Mr. Harpy. How about the freight service? No negotiated servie freigh 
in freight ? 
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Admiral Wit. In dry cargo those rates are fixed by this group of 
Atlantic and gulf American-flag berth operators. 

Mr. Harpy. You don’t have anything with respect to ocean rates 
which is comparable to section 22 of the inland rate 

Admiral Wi. Yes; we do. It is section 16. But this group 
determines those rates and they are special rates. 

Mr. Harpy. And they apply across the board, to all the members 
of the conference ? 

Admiral Wiit. Every member—every American berth operator 
that is serving that area, that particular route. This group of Atlan- 
tic and gulf American-flag berth operators has nothing to do with for- 
eign-flag or the regular shipping conferences. 

Ar. Harpy. And there isn’t any competition with respect to areas 
served as between the Americans who are members of the conference, 
American lines? 

Admiral Witt. MSTS gets a much lower rate through this ar- 
rangement than they would have to pay if they were paying straight 
tariff rates. 

Mr. Harpy. Then, in other words, it is a lower rate than the straight 
commercial tariff ¢ 

Admiral Wixi. It is. It runs—it is hard to determine because it is 
what is called an FIO contract. That is, the Government loads and 
discharges, and you have to add to those rates the stevedoring charge. 

But we have always said that as a minimum we felt—or MSTS has 
always said the Government gets about 20 to 30 percent lower rate 
than is paid commercially. 

Mr. Harpy. That is based entirely on the ocean freight rates, or 
does that 20 to 30 percent also include the negotiation for inland rail 
rates under section 22 ? 

Admiral Witz. No; it has nothing to do with inland rates. 

Mr. Harpy. Does it include terminal charges and various and sun- 
dry costs at port, as well as—— 

Admiral Wixt. It does not. It is a pure tariff from a shipboard 
charge. It has nothing to do with terminal cost. 

Mr. Harpy. Then the reduction you were speaking of, which applies 
to the Government, relates entirely to ocean freight rates? 

Admiral Wii. That is true, sir. 

Mr. Héserr. All right, Mr. Courtney. 

Mr. Courtney. Now, Admiral, since you have become the head of 
American Export Lines what have your duties—what are your present 
duties, so we may clearly understand, with respect to your relationship 


} withthe MSTS? 


Admiral Wixi. In my duties of coordinating all of the departments 
of the American Export Lines organization, I would naturally keep 
an eye on the negotiations, if any, that are taking place with anyone 
in the Government, as well as with the solicitation and contacts that 
are being made in private industry and with any other organizations 
that ship with American Export Lines. 

Mr. _ racine Well, let me ask you this question specifically: Do 
you now in your private employment become a member of the council 
of which you spoke, which fixes rates for passenger service and for 


arvie freight? 
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Admiral Witt. Yes. The company is a member, and we have a rep- 





resentative that services with this group. 

Mr. Courrnry. Your company is represented. But do you repre. 
sent your company ¢ 

Admiral Witt. No; I do not appear as that. I have a representa- 
tive who is the head of my freight department. 

Mr. Courrney. That is, you have the freight representative of the 
line, who participates in the conference ? 

Admiral Witt. That is true. 

Mr. Courtney. Dealing with dry cargo? 

Admiral Witt. That is true. 

Mr. Courrney. And another representative from the passenger ' 
department. Does he take care of the passenger tariffs / 

Admiral Witt. The head of the passenger division, Mr. McConnell, 
would negotiate for the passenger contracts. 

Mr. Héserr. Both would be under your direction, though ? 

Admiral Witt. Both would be naturally under my direction, Mr, 
Chairman; yes, sir. 

Mr. Courtney. Now, are there pending or were there pending on 
June 30 any negotiations—this last year—between the MSTS and 
American Export Lines / 

Admiral Witt. No, sir. 

Mr. Courtney. Explain it, if you will, please. 

Admiral Wut. I might say that the last negotiated contract. took 
place, or was executed, in May, and that provided for—I might go 
back a little bit. i 

The last passenger contract that was executed was only I believe 
through August, or up through July—TI want to make sure of this. 

It was through August—for passengers through August. We 
could not get, or MSTS was unable to get from the shipper services 
an indication prior to that time of the extent to which they desired 
MSTS to uN commercial passenger space for the balance of the’ 
year. 

As you remember, probably remember, the Army at that time was 
thinking of shifting over to air and phasing out their ocean transport. | 

So that on the 22d of May an amendment to the passenger contract 
was executed, extending the contract from September through Decem- 
ber, for the balance of this year. 

Mr. Courtney. Of this year? 

Admiral Witt. And that as I remember it involved an additional 
1,650 reservations for the balance of 1959. 

Mr. Harpy. When was that concluded ? | 

Admiral Witi. The 22d of May. 

Mr. Courtney. Now, Admiral, coming now to the question of the 
allocation of passenger spaces, you spoke of a commitment, a month- 
ly—not a monthly, but a reservation of the prospective sail dates of a) 
certain number of spaces. 

Now, does MSTS fix the number of passengers of Government per- 
sonnel who will be assigned to any particular line, or how is that; 
done ? 

Admiral Witt. Yes, Mr. Courtney. 

Mr. Courtney. You have 1,950 spaces—let us be specific. You 
have 1,950 spaces, or 1,650, or whatever it was you say, which would 
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be the additional prospective passenger transport for the period—the 
resent period ? 

(Admiral Will nods. ) 

Mr. Courtney. Which was fixed in May, I think you said. 

Now, does that go to any particular line or 

Admiral Witt. That was the passenger contract with American 
Export for passenger service into and out of the Mediterranean, and 
that amendment applied only to that particular contract. 

Mr. Courtney. Well, I am trying to find out how you fix the num- 
ber of personnel? How did that 1,650 come up, and is it a firm com- 
mitment, or is it a reservation ¢ 

Admiral Wiiu. It isa reservation. We have to finalize that within 
35 days of the sailing date of the particular ship that we are going to 





se. 

Mr. Harpy. Now, that is a question, Mr. Chairman, that occurred 
tome a moment ago, Admiral, based on a comment which you made. 
[am not sure that I understood it. But I believe you have said some- 
thing to the effect that we were unable to get from the shipping lines 
an indication of the number of spaces which they wished to—— 

Admiral Witu. Mr. Hardy, if T might clarify that? 

Mr. Harpy. That is the point that I think Mr. Courtney is seeking 
information on. 

Admiral Wiz. I probably didn’t make it very clear. MSTS can- 
not purchase or contract for commercial passenger space without the 
approval, the authority of the Army, the Navy, and the Air Force, 
and the Marines, who are going to utilize and pay for that space. 

So that after we have—after MSTS has determined the capability 
of their own transports they find that they are short a certain amount 
or number of spaces of meeting their requirements for passenger 
movement. So they go to the individual services and say “We need 
to purchase and to provide you with so much commercial space on 
this particular route. It is going to cost so much. We would like 
your authority to proceed.” 

If they do give us or give MSTS that authority, then negotiations 
take place to amend the contract to provide for that number of 
spaces. 
fin this particular case, as I say it was 1,650. The January through 
August number had been 2,812. Which would mean a total passenger 
commitment or reservations for the calendar year of 1959 of 4,462. 

Mr. Harpy. The thing that I was wondering about in connection 
with that: I got the impression a while ago that maybe it worked in 
the fashion that the carriers would say eWell, our bookings are not 
so heavy for the rest of this year. It looks like maybe we can offer 
you so many spaces.” Then you would try to adjust your own mili- 
tary transport in order to take full advantage of the commercial 
space available? 

Admiral Wi, No, it doesn’t work that way, Mr. Hardy. MSTS 
only operates one passenger transport per month into the Mediter- 
ranean, and it is not adequate at certain times of the year. It is un- 


_ fortunate that the military requirements peak at the same time that 


You 
ould 


the commercial requirements peak. So that the Government does not 
get as much space as they would like to have at the height of the sea- 
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son, and both the Government and commercial have extra space dur. | This 


ing the winter months. and fu 
ut this contract for passenger space is based entirely on the needs, Adn 
of the military. Mr. 
Mr. Harpy. All right. Adn 
Mr. Courtney. Let me be sure if we understand this, then, Ad- Mr. 
miral. Let me sum it up and you correct me if I am wrong. ire 
Let us deal with the 1,650 spaces, which is the present requisition or | Adn 
reservation. transp 
Admiral Wu. From September 1 to December 31. r. 
Mr. Courtney. For the current 6 months. Adn 
Now, that 1,650 spaces is made up, then, of the prospective require- must h 
ment of the three services; is that right ? Mr. 
Admiral Wit. That is true. there ? 
Mr. Courtney. For movement or expected movement of their per- | Adn 
sonnel during this period ? MSTS 
Admiral Wix. Yes, sir. date of 
Mr. Courtney. To and from the Mediterranean ports? at liber 
Admiral Wit. Yes, sir. Hov 
Mr. Courtney. Now, heretofore you have fixed or the council has unable 
fixed the rates at which those spaces will be paid ? ernme! 
Admiral Witt. That is true. Mr. 


Mr. Courtney. Then these green slips or these transportation slips | Adn 
that the individual serviceman has or Government employee moving Mr. 
out, are handled directly by the individual or by his service, as the Adn 
case may be, and paid to the line itself, are they not? how— 

Admiral Witt. This number of spaces does not include space that divide 
may be purchased or procured by an individual traveling with a trans- tourist 


portation request in his hand. Mr. 
Mr. Courtney. Oh, this has nothing to do with that ? Adn 
Admiral Wu. No, this has nothing to do with that. This is MSTS in spe: 
procured space entirely. does h: 


There is a lot of additional space used by the Government—the State the Mi 
Department and others—with transportation requests. Those some- areas 
times cost a great deal more than the MSTS spaces. Because they will isan o 
come in after everything else is gone, and end up with big suites be- whene 
cause the lowest Yeon ass passage available works very nicely for Ameri 


them. a parti 
Mr. Courtney. This is the only value of being late, sometimes? Mr. 
Admiral Wi. Yes, itis. Itis very handy. Adn 


Mr. Courtney. Then, Admiral, the 1,650—let’s be clear about it— I have 
is the figure given to the commander of MSTS and it is made up of them? 
the requisitions or prospective requisitions required by the The 
services ¢ The | 

Admiral Wu. Yes, sir. commat 


Mr. Courrney. Does MSTS have anything to do with fixing the’ ae 
re? 
Admiral Wiz. Yes. We suggest, or MSTS does suggest the num- | =, 
ber based on the shortage that is facing them, of the total require- forth fa 
ments that have been placed on them by the services, after they have) 414 


subtracted from those requirements the capacity available in its own we 


transports. Ate 
Be Goveniinr. Well, now, I am in trouble. And it isn’t hard for} he 
me to get in trouble, in a business I know nothing about. 
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ur- This 1,650, then, is over and above completely Government-owned 
_ and furnished transport, isn’t it ? 
eds, Admiral Wixt. That is true. 
Mr. Courtney. This is to be taken out of commercial lines? 
Admiral Wii. That is true. 
Ad- Mr. Courtney. And this figure is an estimate of the projected re- 
irement for these 6 months, which is made u 
.or | Admiral Wixi. Which we cannot provide in MSTS Government 
transports. 
Mr. Courtney. That is right, and for which you make reservations. 
Admiral Wiu. For which we have to have the line sett-—MSTS 
ire- must have the line set that capacity aside for them. 
Mr. Courtney. And there is no firm commitment in money, is 
there ¢ 
Admiral Wi. No, there is no firm commitment in money. If 
MSTS has not finalized these reservations within 35 days of the sailing 
date of the particular ships to which they have allocated, then they are 
at liberty to sell those. 
However, if at the end—if after that 35 days the company has been 
has unable to dispose of those spaces by the sailing time, then the Gov- 
ernment is committed to pay the cost of the—— 
Mr. Courtney. To pay the difference? 
lips Admiral Wit. To pay the difference. 
ing Mr. Courtney. That is, to pay the unsold portion ? 
the Admiral Witt. I have here, Mr. Courtney, just the breakdown of 
how—not by services, but eastbound and westbound. That 1,650 was 
hat divided 550 first class eastbound, westbound, 945 first class, and 155. 
wns- tourist. 
Mr. Courtney. Well, now 
Admiral Wii. May Lalso mention? There is one other contract— 
ITS in speaking of contracts with American Export Lines—that MSTS 
does have, and that isa husbanding contract in the Mediterranean, and 
tate the Middle East, to take care of MSTS ships that enter ports in those 
me- areas where MSTS has no organization to take care of theships. That 
will isan open end contract that calls for paying so much for each ship call 
be- whenever the local area, MSTS local area commander notifies the 
for American Export Line agency that husbanding services are desired for 
aparticular ship. 
Mr. Courtney. And how are the rates fixed ? 
Admiral Wit. The rates are fixed in the contract. And I might— 
a oy two contracts here that might clarify this. If I might read 
> OI them ? 


The general scope of this contract: 

The contractor shall perform husbanding services for such vessels that the 
, commander, Military Sea Transportation Service, Mediterranean subarea,” who 
the ‘8 located in Leghorn, “may designate at any port in the Mediterranean and 
Middle East area, including Spain not north of Portugal, Portugal, Pakistan, 
India, Ceylon, North Africa, the Red Sea, and the Persian Gulf, at any time 
um: | during the 24 hours of the day, upon the terms and conditions hereinafter set 
ure- forth for the term of this contract. 


ave) And this next clause sets forth the terms of the contract. 


(a) Upon submission ofproperly supported invoices or vouchers, the contractor 
for shall be paid $200 per vessel per port call for the first 5 days or part thereof, and 
| $10 per day thereafter, commencing the 6th day, plus $10 per port call for postage 


yer 
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and petties for the services listed in clause 3, plus disurbsements, except disburse. , So 1 
ments for port services involving military aid cargoes as provided in clause 6, operat 

The contractor shall be reimbursed by the Government for its disbursements Amer: 
which shall not exceed current local commercial rates. 90 mir 

I might also say that this husbanding contract was the result of — Mr. 
competitive bidding—all agencies, American and foreign—in the Med- tested 
iterranean and the Middle East, and American Export’s bid was the Adz 





lowest. , The 
Mr. Hésert. Now, Admiral, what is your financial arrangement or a s! 
with the American Export ? certail 
Admiral Wit. As I have stated in my reply to the questionnaire, carry j 
Mr. Chairman, I receive $55,000 a year. But 
Mr. Hésert. Do you have any expense account added to that? who is 
Admiral Wit. Yes; there will be an expense account. verv fe 
Mr. Héserr. There will be an expense account. What does that, Mr. 
expense account entail? Is it entertaining or your own travel author 
Admiral Wixt. Entertaining and travel. Adn 
Mr. Héserr. Entertaining and travel. Is there any limit on that They f 
expense account ¢ they h 
Admiral Wiz. No limit. serve a 
Mr. Hépvert. What? and gu 
Admiral Wut. No limit, sir. Mr. ] 
Mr. Héserr. No limit. And what is your retired pay ? Adm 
Admiral Wu. $1,125 a month. Mr. 
Mr. Heéserr. Approximately $13,000 a year? senger' 
Admiral Wit. $13,500 a year, I believe. Adm 


Mr. Hépsert. Now, Admiral, I want to get very clear as to the Mr, 
authority of the commander of MSTS to allocate cargo and passenger no aut! 
service. Adm 

Do I understand, as you have testified, that the allocation of this change 
cargo and passenger, this tonnage of freight, is determined by a com: 'bring t 
mittee composed of representatives of the flagships participating in fool wi 


the program ? Mr. . 
Admiral Wit. May I attempt to clarify this, Mr. Chairman ? down 0: 
Mr. Hésrrt. Yes, please. Adm 
Admiral Witu. Because what I spoke of previously was the func- Mr. ] 

tioning of tariffs, both for dry cargo and for passengers. Adm 
I said nothing about the allocation of cargo. many ( 
Mr. Heéserr. Well, that isimportant; that is why I asked you. commer! 
Admiral Wixu. It is very important, and I would like to explain Mr. ] 

it, if I may. positive 
Mr. Heéevert. Go ahead. Does 


Admiral Witt. Back in 1952 MSTS established a system for the cations, 
allocation of cargo to all of the berth lines operating or covering each compan 
specific trade route. And that system was based on the number of, Admi 
advertised sailings each company had maintained over the previous long as 
12 months. And that allocation system has continued, without any allocati 
change since that time. particul 

It is in effect today, and it is considered one of the fairest methods Mr. I 
of allocating Government cargo that the commercial operators have Lines, 
ever known. an alloc. 
_ It is clearly understood, and it is open to any commercial operator's o Ame1 
inspection. 
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tse, So were MSTS to give any operator 1 pound more cargo than that 
e@ operator were entitled to by the formula, MSTS would have this 
nts American flag berth operators group down the back of its neck within 
90 minutes. 
of Mr. Héserr. Did any such instances occur, where anybody pro- 
ed- tested the allocation of cargo or passengers ¢ 
the Admiral Wixi. Not tomy knowledge. 
, There have been random instances where a ship has come in late, 
ent ora ship has come in without the space that it had offered to take a 
certain cargo, and that cargo has been given to another ship that could 
ire, carry it, or buzz in on time. 

But those things are understood. Naturally, the original person 
who is getting it objects. But in the long run there have been very, 
very few objections to this system. 

hat, Mr. Héserr. Then this committee is in effect the sole and final 
authority on allocation of passenger and dry cargo? 

Admiral Wixi. This committee has nothing to do with allocation. 
hat They fix rates. But when I say they have nothing to do with allocation, 

they have nothing to do with determination of allocations. But they 
serve as the spokesman for all of the berth operators on the Atlantic 
and gulf coasts, as well as on the Pacific coast with their group. 

Mr. Hépert. Then the committee merely negotiates the rate? 

Admiral Wiz. That is true. 

Mr. Hézerr. Then who allocates the amount of tonnage and pas- 
sengers ¢ 

Admiral Witt. MSTS, based on this formula established in 1952. 

the Mr. Héserr. Well, in other words, the commander of MSTS has 
nger no authority to change the formula ? 

Admiral Wit. I wouldn’t say that he has no authority. He could 
this change the formula, because he set the formula up. But he would 
om: bring the wrath of the industry down on his head if he attempted to 
g in fool with that formula at this time. 

Mr. Hésertr. Well, was the wrath of the industry ever brought 

down on your head while you were commander of MSTS ? 

Admiral Witu. Not for that particular reason, sir. 
unc- Mr. Héserr. For what reason ? 

Admiral Witn. Sometimes they felt that MSTS was operating too 
many Government ships on a berth that was adequately served by 
commercial ships. 

lain’ Mr. Heserr. In other words, Admiral, we want to get this very 
positive and definite and conclusive. 

Does the commander of MSTS have the authority to change allo- 
r the cations, to up allocations to individual companies, individual ship 
each companies? In other words, is it in the discretion 
er of Admiral Wirxi. Let me answer that this way, if I might. As 
vious ong as that formula is in effect, he has no authority to change the 
, any allocations without good cause or reason. And that would be in a 

particular case, a particular instance. 
thods_ Mr. Héperr. Well, with special reference now to American Export 
have Lines. In the last 90 days, or give or take a couple of days, was thers 
an allocation of passengers in the amount of 2,000 changed and given 
tor’s o American Export Co. 4 
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Admiral Wit. I have heard something about that accusation, Ay 
Mr. Chairman, and in trying to run it down the only thing or the only ™. 
action that I think it could refer to is this amended passenger con. (A 
tract which I have just been talking about that was executed on the Mi 
22d of May. It provided American Export with 650 prospective ment 
passengers from the 1st of September through the end of December = Ac 
of this year. Mi 

Mr. Héserr. Well, that was an additional amount. Was it taken poar 


away from any other steamship line ? Ad 
Admiral Wiz. It was not taken away from any other steamship Mi 
line. deali 
Mr. Hésert. It was not taken away from any other steamship Ad 
line? Mi 
Admiral Wi. That is right. cerni 


Mr. Héserr. Did you participate in that ? 
Admiral Witt. No; I did not participate in that. That was exe. with. 
cuted by Commander Peterson, contracting officer, and Mr. McCon- = Mr 


nell, vice president for passengers of American Export Lines. We 
Mr. Hésertr. You participated in no way in that allocation? You Ad 
had no knowledge of it? Mr 


Admiral Witt. I wouldn’t say I didn’t have any knowledge of it. It wa 
Mr. Hépert. Well, did you discuss it with Commander Peterson!, busin 
Admiral Wii. No; I did not, for this reason, Mr. Chairman— to tak 
when I decided to retire—when I decided to take this position, I ap- any d 
pointed a board, consisting of my deputy, Rear Admiral Benson,my Ad 
commercial shipping adviser, Mr. Hill Bull, and my counsel at that) Mr. 
time, Mr. Wilbur Morris, to handle all matters having to do with Expo: 
American Export Lines. Adi 
A copy of the directive setting up that board was delivered to the my ov 
Chief of Naval Operations, to the Secretary of the Navy, and tothe Mr. 


Assistant Secretary of the Navy for Materiel. Ad 
Mr. Hésertr. This was a rather unusual procedure, wasn’t it, to Mr. 
set up a special board to handle a special company ? proac! 
Admiral Witt. No, because of the circumstances. Adr 
Mr. Héeert. I say, then, it was an unusual circumstance? Mr. 
Admiral Wit. Yes, it was. meetir 
Mr. Hérert. Were these people advised why you were setting uy Adr 
this board ? , port « 
Admiral Wii. Because I intended to retire to take this position; commi 
yes, sir. offer vi 
Mr. Heéperr. In other words, the Navy was advised that you wer Mr. 
going to become president of American Export Lines? Adn 
Admiral Wi. I discussed this with the Chief of Naval Operations Mr. 
and the Secretary. that gx 
Mr. Héserr. And because of that fact you set up this board ti, Mr. 
handle any negotiations at all with American Export? Mr. 
Admiral Wut. I did, sir. Adn 
Mr. Hésert. What date was that, sir? Expor 


Admiral Wu. I would have to produce that for the record. But! Mr. 
think it was around the 1st of April, but it might have been in March Adn 
Mr. Héserr. You first made known to the Navy sometime durim Mr. . 
the month of April that you were going to retire voluntarily and & the An 
come president of American Export Lines? Adm 
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Admiral Wir. That was done in March. 

Mr. Hésert. In March, that was? 

(Admiral Will nods.) 

Mr. Héserr. And notified the proper officials in the Navy Depart- 
ment ? 

Admiral Witt. I did, sir. 

Mr. Héserr. That because of this change you desired to set up a 
board to handle any negotiations with American Export? 

Admiral Witt. Yes, sir. 

Mr. Héserr. In other words, you recused yourself from any future 
dealings with American Export until you retired ? 

Admiral Wu. I am afraid I don’t understand the term. 

Mr. Gavin. You didn’t want to participate in any discussions con- 
cerning the American Export ? 

Admiral Witz. I wanted to keep out of anything that had to do 
with American Export Lines. 

Mr. Gavin. Would the gentleman yield? 

Was that a board or just a committee that you formed ? 

Admiral Wit. A committee, actually. 

Mr. Gavin. It sounds like a very impressive arrangement you have. 
It was a committee that you recommended be set up to handle that 
business that you didn’t want, in view of the fact that ‘you were going 
to take the presidency. In view of that fact, you didn’t want to have 
any discussions with American Export Lines; is that right? 

Admiral Witu. That is right, Mr. Gavin. 

Mr. Hésertr. At what time did you determine to go with American 
Export Lines, Admiral ? 

Admiral Wit. I can’t give you the exact date without referring to 
my own records. 

Mr. Héperr. Well, approximately. 

Admiral Wiz. It was in the latter part of March, Mr. Chairman. 

Mr. Hésert. Did American Export approach you or did you ap- 
proach American Export ? 

Admiral Wit. Neither. 

Mr. Hésert. It dropped out of the sky? They had to have a 
meeting. Somebody had to approach somebody. 

Admiral Wii. Well, one member of the board of American Ex- 
port on his own, who was actually the chairman of the executive 
committee of another steamship line, came to me and asked me if this 
offer were made would I consider it. 

Mr. Héserr. Of a competitor line? 

Admiral Wit. Yes, sir. 

Mr. Hépert. The approach, then, was made by an intervenor—is 
that good legal language ? 

Mr. Harpy. He was also a member of the American Export board. 

Mr. Hépert. Yes, he was also a member 

Admiral Witt. He was a member of the board of American 
Export. 

Mr. Héperr. How is that ? 

Admiral Wiix. He was a member of the board of American Export. 

Mr. Hépert. He was a member. So in essence he really represented 





nd the American Export Co.? 


Admiral Witt. He said at the time he was speaking for himself. 
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Mr. Héserr. He was speaking for himself, and he was a member of 
the board, and he approached you and then the negotiations began} | 

Admiral Wiz. That is true. 

Mr. Hésert. Some time in March. 

Admiral Witt. That is right. 

Mr. Héserr. Now since you have become president of American 
Export will you find yourself sitting across the table with the very 
people that you commanded in MSTS in negotiations? 

Admiral Wit. No, I expect that will be done by the heads of the 
various departments. 

Mr. Héserr. You will have no contact, but they will be under your 
direction ¢ 

Admiral Witu. They will be under my direction. 

Mr. Hésert. Well, during your term as commander of MSTS did 
you ever sit opposite the president of the American Export Co. in ne- | 
gotiating ? 

Admiral Witt. No. The only contact that I ever had with the 
president—not the president. It happened to be the managing di- 
rector. 

Mr. Hésert. Well, was their position vacated or 

Admiral Witt. May I finish, Mr. Chairman ? 

Mr. Heésert. Yes. 

Admiral Wixi. That was not a negotiation. 

Mr. Hépertr. What was that ? 

Admiral Witt. MSTS at the request of the Army was carrying 
on quite a campaign to interest commercial steamship operators in 
new building, to provide roll-on, roll-off capability in their ships, 
And in that connection the managing director, Mr. Fraser Bailey, 
came to Washington to go with his technical vice president, and pas- 
senger and freight man, to discuss the layout of plans of new ships that 
they were planning to build that would incorporate roll-on, roll-off. 

So I had no negotiation, no direct negotiations with the president of 
American Export at any time during the 7 years I was with MSTS. 

Mr. Héeerr. Now when you named this committee and submitted 
the paper to the Chief of Naval Operations and the Secretary of the 
Navy—I presume, of course, that was in writing? 

Admiral Witu. That was in writing. 

Mr. Hésert. Did you receive a reply from the Chief of Naval Op 
erations and the Secretary of the Navy approving the arrangements!! 

Admiral Witt. I did not, sir. 

Mr. Hésertr. They remained silent ? 

Admiral Wii. Well, I received no reply, sir. 

Mr. Héverr. Well, was any discussion had concerning the propriety 
of this arrangement, or did you merely assume—— 

Admiral Wixt. No, there was no discussion concerning the pro- 
priety. I felt there was no need for any discussion concerning the 
propriety. 

I discussed the possibility with the Chief of Naval Operations, the 
question of any possible four-star job for me in the future, and it wa 
agreed—the Chief of Naval Operations felt it was a good move ti 
make, 

Mr. Héperr. He felt it was a good move for you to go to Americal 
Export? ’ ) 
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Admiral Witt. Yes. The question of propriety didn’t come up, 
and I didn’t see there was any need for it. 

Mr. Héserr. Well, wasn’t there a question of propriety, Admiral, 
when you saw fit to write this particular paper, in order there would 
be no suspicion or no cloud cast over the arrangements ! 

Admiral Wii. It was done on the advice of counsel. It wasn’t a 
question of propriety. It had been done in the case of my predecessor 
or when he retired. 

Mr. Hépert. Who was your predecessor ? 

Admiral Witt. Vice Admiral Denebrink. 

Mr. Hésert. Where is he now? 

Admiral Wi. He was with American Export—I mean with Mat- 
son, as an assistant to the president. He is now special adviser and 
consultant to the States Steamship Co. 

Mr. Héserr. In other words, he left the post that you succeeded 
him in and took a position with a steamship company, the same as 
you did ¢ 

Admiral Witt. Yes, sir. 

Mr. Hévert. Except another line. And did he at that time—you 
may not be able to answer this question; if you can’t just say you 
can’t. Do you know if he went through the same procedure that you 
went through ¢ 

Admiral Witt. In appointing this committee ? 

Mr. Héserr. In submitting these papers to the Secretary of the 
Navy and the Chief of Naval Operations? 

Admiral Wii. I was told that he did by the counsel, MSTS 
counsel. 

Mr. Hépserr. Then you assumed, in lack of a reply, that it had the 
approval, then, of the Secretary of the Navy and the Chief of Naval 
Operations ? 

Admiral Wiix. Actually, Mr. Chairman, it wasn’t submitted to 
them for approval. It was an action that I took on my own, to insure 
that there would be no suspicion of any negotiations, or that there 
would be no negotiation between me and American Export as long 
as I was still in this position. 

Mr. Hévertr. Well, is there the possibility, then, of the commander 
of MSTS having negotiating problems with the several steamship 
lines doing business with MSTS ? 

Admiral Wi. Mr. Chairman, when I was commander of MSTS I 
kept myself informed of everything that went on. 

Mr. Héverr. Well, of course, Admiral, there is a reason for this, 
I mean a reason for this paper. 

Admiral Witu. The reason was, that it would prevent anyone say- 
ing that I had had any negotiation with American Export. 

Mr. Héverr, That was the reason ? 

Admiral Witt. That was the reason. 

Mr. Hésverr. To protect yourself against any suspicion or any 
charge? 

Admiral Witt. That is right. 

Mr. Héserr. Of doing something that wouldn’t be considered 
proper in some quarters ? 

Admiral Witt. That is right. 

Mr. Héserr. For your own protection ? 
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Admiral Wit. That is right. Mr. 
Mr. Hésertr. Now, Admiral, in connection with this cargo and pas. | to say 
senger allocation, what effect or impact did that have on the financial to solic 
statement of American Export Co. ? Adm: 
Admiral Witu. Which? respon: 
“7 Hésert. In other words, was this—was it 1,650, I think you Mr. 
sai ou ar 
Admiral Wit. 1,650 passengers; yes, sir. t meal 
Mr. Hézerr. Passengers ? - said th 
Admiral Wu. Yes, sir. Adm 
Mr. Héserr. Did that have any impact between a loss or a profit see tha 
on the statement of American Export? is possi 


Admiral Wit. I can’t see how it could have. It would have in Mr. - 
volved so little in the overall profit or loss of the company’s business, point o 
Mr. Hézerr. Well, of course, the financial statement I presume of Adm 
American Export is public property, its financial statement for the ’ man. | 


ear? Transp 
Admiral Wit. Yes, sir. was in | 
Mr. Héserr. Now how much—what was the monetary value of Mr. - 
this contract ? what se 
Admiral Wu. Well, that would have to be a very —— commit 
Mr. Hépert. Just give it in round figures. Adm 


Admiral Wit. A very rough estimate. Let’s see, about $600,000, | compar 
Mr. Héserr. About $600,000. Now what was the profit of Amer- Mr. 
ican Export in its last published statement, if you know ? alongsi 
Admiral Wit. Well, the estimated profit for this year will be | slling 
about $4 a share, after taxes, to 1,200,000 stockholders. I would say Adm 


about $6 million. Mr. I 
I call it $7 million for last year, and probably a little over, around Adm: 
$5,500,000 this year. Mr. I 
Mr. Hésert. So the figure of $600,000 would have no noticeable prohibi 
eifect—— — Adm: 


Admiral Wit. That is the amount that the Government paid for Mr. I 
that space, but that is not the profit on that space. If you took 20 Admi 
percent—— Mr. I 

Mr. Hézerr. Then—let’s have the figure. Then the 20 percent, that Admi 
the profit that would accrue to American Export would be 20 percent Mr. I 
of $600,000 ? Mr, ] 

Admiral Wu. It would be a little more—it would be $125,000. | dent an 

Mr. Héperr. That is the profit involved. And that profit of svacan 
$125,000 placed against the profit of some $7 million obviously hasno Admi 


noticeable effect on the profit and loss statement. presider 
Admiral Wi. Mr. Chairman, I would like to just give you some ging d 
comparative figures—if you wouldn’t mind—of the—— brought 
Mr. Hésert. I think this is important now, Admiral. no time 


Admiral Wii. Of the passengers. The military passengers that there w: 
Export carries compared with the overall number of passengers they 0 that 
carry. placed i: 

Mr. Hépert. Yes. _ The | 

Admiral Wi. For the calendar year of 1958 the military pas- mandat 
sengers were 5,408. All other passengers were 50,482. The military retired. 
revenue was $2,006,475. All others, $15,700,006.07. So what you 
have there is about 10 percent of their total passengers is military. 
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_ Mr. Hésverr. Now in your present occupation—I understood you 
as- | to say that it would be your duties as president of American Export 
ial tosolicit business for the company; is that correct ? 

Admiral Witx. Well, to see to it that the people in the company 
responsible for soliciting business do their job. 
ou Mr. Hezerr. I don’t mean that you are going to carry the order— 
you are not going to carry the reservation order book in your pocket. 
| mean your solicitation of business for the company. I think you 
said that this morning. 
Admiral Wixt. Naturally it is going to be incumbent upon me to 
fit see that the company does the maximum amount of business that it 
is possible for us to do. 
in- Mr. Héserr. That is selling. In other words, I am getting to the 
ss, point of seling. Now will you contact Government people ? 
of Admiral Wixi. Anybody in my important job is selling, Mr. Chair- 
the ‘man. I will sell American Export. I was selling the Military Sea 
Transportation Service up here to the Congress, too, all the time I 
was in there. I think you have to in a responsible job—— 
of Mr. Héperr. Of course, there are wide and varied opinions as to 
what selling is, and that is one of the perplexing problems facing the 
committee, the definition of it. 
Admiral Wi. I am going to do the best possible job I can for the 
100, ' company. 
er- Mr. Héserr. All right. Laying your interpretation of selling 
alongside the 1956 law as apphed to the Navy prohibiting for life 
be selling to the Navy Department, do you see any conflict there? 
say Admiral Witt. No, sir; I do not. 
Mr. Hépert. You are familiar with that law ? 
und Admiral Witt. Yes, sir. 
Mr. Hépert. And you are also familiar with the other law which 
ible prohibits you for 2 years? 

- Admiral Wiz. Yes, sir. 
for Mr. Héserr. In the other two services? 
¢20 Admiral Wii. And I think there is no conflict. 

Mr. Hépert. There is no conflict ? 
that + Admiral Wit. No, sir. 
sent Mr. Héperr. Mr. Hess. 
Mr. Hess. Admiral, when you accepted this position as the presi- 
000. ' dent and chief executive officer of American Export Lines, was there 
, of avacancy in the position of the lines at that time? 
sno Admiral Wixx. Mr. Hess, there was a vacancy in the position of 
president; but the office of chief executive is occupied by the man- 
ome aging director. And the managing director, Mr. Fraser Bailey, was 
brought in from retirement, I believe for 2 years, although there was 
no time specified, and given the title of managing director, because 
that ) there was still a president at that time. But the bylaws were changed 
they so that the executive authority of the president was taken away and 
placed in the hands of the managing director. 

_ The president has since retired, at the age of 65, which is the 
pas- mandatory retirement age. The managing director also has since 
tary retired. 
you 


"y. 
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Admiral Wirt. The bylaws—pardon? The bylaws have beg 


changed back to incorporate the title of president and chief executiy. 


officer. 


Mr. Hess. The president had retired or was about to retire whe 
you were approached asking you whether you would consider a po. 


sition 
Admiral Witz. He wanted to go back to retirement again. 

a copy of the board opinions 
N 


r. Hess. I am not interested 











Admiral Witt. Which discusses that, if you would like to hay 


that. 


Mr. Hess. I am not interested in that at all. I presume you wil 
have to retire when you reach the age of 65, too, the mandatory 


age 
Admiral Witt. Yes, I will. 


Mr. Hess. Is there any retirement pay that is connected with this 


position ¢ 
Admiral Wirt. I am not eligible for the pension plan. 


Mr. Hess. All right. One other question, Admiral. I presume yo 
are familiar with the dual compensation statutes of the Govern. 


ment ? 
Admiral Witt. Yes, sir. 


Mr. Hess. Would you care to comment on them, or have you am 
comment that you would want to make as to the desirability of the 


statutes or whether or not you think they should be repealed ? 


T have 


Admiral Witt. Well, Mr. Hess, I have always felt that the dual 


compensation laws worked an undue hardship on retired personne 
and were completely unfair not only to retired personnel but to the 


Government. 


Dual compensation denied to the Government the abilities and the 


experience of many, many years of good service by many retire(, 


people, of all services, officer and enlisted, and with many fine en 
listed people, that couldn’t take Government jobs because they hai 


to give up their—— 


Mr. Hess. Do you know of any who wanted to take Government 


jobs or would have taken them ? 


Admiral Wii. I know a whole lot of them who would have lovei 
to have taken those Government jobs, and they would be of valu 


to the Government. 


Mr. Hess. If they are valuable to industry they would be of valu 


to the Government, and we should have them remain. 


Admiral Witt. They are valuable to industry, and I don’t know 


why we are pushing them off to industry. 

Mr. Hésertr. Anything further? 

Mr. Hess. No. 

Mr. Héeert. Mr. Gavin? 

Mr. Gavin. You said a salary of $50,000; is that right ? 

Admiral Wii. $55,000. 

Mr. Gavin, $55,000? 

Admiral Wut. Yes, sir. 

Mr. Gavin. You didn’t doso well, did you? 

Admiral Wii. I didn’t think about the salary so much, 
thought about a job to do. 
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Mr. Gavin. Some of the witnesses that come before us got stock 
options, along with straight salary. You didn’t do so good. 

Admiral Wu. There was no stock option, Mr. Gavin. There was 
just the straight salary. 

Mr. Gavin. You ought to check up on some of these things. It 
looks as though they gave you a bypass there, on the stock option. 

I haven’t any further questions. 

Mr. Hépsert. Mr. Hardy? 

Mr. Harpy. Thank you, Mr. Chairman. 

Admiral, in response to a question from Mr. Hébert, I believe you 
indicated that during the period you were commander of MSTS, the 
highest official of American Export with whom you had contact was 
Mr. Fraser Bailey ; is that correct ? 

Admiral Wii. Not with whom I had contact, but whom I ever did 
any negotiating or discussing of business. 

Mr. Harpy. Well, you did do some negotiating with Mr. Bailey? 

Admiral Witz. No, sir. 

Mr. Harpy. I understood you to say that. That is why I 
wanted 

Admiral Witu. I examined at his request some plans that we were 
working up to provide new ships with the roll-on, roll-off capability 
that MSTS and the services were very much interested in. 

Mr. Harpy. I was going to ask that question next. What was the 
type of contact that you had with Mr. Bailey, other than discussion 
of this roll-on, roll-off, business ? 

Admiral Wit. I can’t think of any other contact, other than social, 
that I had with Mr. Bailey. 

Mr. Harpy. Well, Mr. Bailey was—well, now, we have had some 
conversations in here previously about the conduct of business as 
incidental to social contacts. Did any of that ever occur in your 
contacts with Mr. Bailey ? 

Admiral Witt. None, not at all. 

Mr. Harpy. Mr. Bailey was the chief executive officer of American 
Export at the time he was discussing with you these roll-on, roll-off 
propositions / 

Admiral Witt. He was. 

Mr. Harpy. So your position of American Export as chief execu- 
tive officer will be comparable to his? 

Admiral Wiz. That is right. 

Mr. Harpy. So will there not be times when it will be desirable 
from the standpoint of the American Export Lines that you have 
contact with the commander of the MSTS? 

Admiral Witt. There probably will; yes, sir; but not in the ques- 
tion of negotiating contracts or executing contracts, but perhaps in a 
case where they need advice as to what the military wants in ships, 
such as their new shipping. 

Mr. Harpy. Well, I would think that the chief executive officer of a 
company would find it at times advantageous to discuss with the top 
man in the Government with whom his company did business certain 
matters of concern in connection with contracts under consideration. 

Now, of course, as you point out you wouldn’t be sitting at the 
negotiating table, but you would be completely accessible to your rep- 
resentatives who were at the negotiating table, wouldn’t you? 
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Admiral Witt. That is true. 


Mr. Harpy. Now, as commander of Military Sea Transportation 


Service, you didn’t sit at the negotiating table, either; did you? 

Admiral Wi. No, sir. 

Mr. Harpy. But you had a responsibility with respect to approv- 
ing contracts, didn’t you—with respect to reviewing contenete, be- 
lieve you said ? 

Admiral Wu. Yes, sir. 


Mr. Harpy. While you didn’t sign the contract, every major con- — 


tract I presume went across your desk and you were famiilar with its 
contents ? 

Admiral Wut. That is right. 

Mr. Harpy. And you were in a position to influence the action of 
your negotiators if you saw fit, and if you thought it was desirable 
from the standpoint of the Government; wouldn’t you? 

Admiral Witz. Very much so. 

Mr. Harpy. As a matter of fact, every officer sitting in that kind of 
a position, in spite of the fact that he does not participate in the 
actual negotiations, does exert considerable influence on the negotia- 
tors because of the chain of command; isn’t that correct? 

Admiral Wi. If he feels that it is in the best interests of the Gov- 
or to guide his contracting officer, naturally he is going to do 
that. 

Mr. Harpy. Naturally he would. And, of course, it is to be pre- 
sumed that that is the basis on which he would act, because he con- 


sidered it to be in the best interests of the Government and in con- . 


formance with his own responsibilities. 

Admiral Wut. That is right, sir. 

Mr. Harpy. But he does have responsibilities, and he does have 
an: aaa with respect to seeing that his subordinates perform 

roperly. 

fant Wu. That is right. 

Mr. Harpy. So his subordinates sitting at the negotiating table are 
amenable to his suggestions. And presumably if a man was inclined, 
sitting up in that top job—was inclined to exercise improper in- 
fluences—and I don’t want to impute that to you at all, but if he 
were so inclined he could have an opportunity to do so; wouldn’t he? 

Admiral Wut. I don’t think you can deny that to him. 

Mr. Harpy. That is just exactly the point. 

Admiral Wu. I wouldn’t deny it. 

Mr. Harpy. I was approaching this kind of a question yesterday 
with General Irvine and General Irvine got so far off in lecturing us 
about the high ethics of the people in the military service I didn’t 
get that brought out. But certainly sitting up in that top spot there 
is an opportunity for the exertion of improper pressures on negotiating 
officers if the individual up there is so inclined ? 

Admiral Wu. That is right. I will agree with that. It depends 
on the personality. 

Mr. Harpy. Exactly. 

Now, I wanted to get back to the question of the allocation of ton- 
nage, particularly dry cargo. You pointed out that there was a 
committee that makes that allocation, I believe, didn’t you say ? 

Admiral Witt. No, it is a procedure—— 
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Mr. Harpy. Procedure or formula? 

Admiral Wu. A published formula. 

Mr. Harpy. Well, isn’t that formula sometimes influenced by the 
availability of ships at specific ports? 

Admiral Wi. In administering the formula, Mr. Hardy, naturally 
you are going to have to take into account the ships that are eligible 
for this cargo available to receive it, and if they are available do they 


. have the amount of space that is needed to put that particular cargo 


in. So in very many instances you will find some companies will 
way behind certain months of the year of their allocation and other 
companies will be way ahead, but over the year that will all balance 
out. 

Those companies will see to it that they get their final share one 
way or the other. 

Mr. Harpy. Of course, the object would be to balance it out. 

Admiral Wi1x. Yes, sir. 

Mr. Harpy. But in any event there has to be a certain amount of 
flexibility. 

Admiral Wii. There is. There is considerable flexibility. 

Mr. Harpy. And isn’t there also another influence? Doesn’t the 
inland transportation cost py a part in determining the port to 
which the movement will go? 

Admiral Wixu. A great deal of effect or attention is given to that 
by the services routing officers who determine the ports through which 


_ his cargo is going to move, and they will pick the port that will allow 


them the lowest landed cost at that port. 


Mr. Harpy. And that designation of the port is determined by 
MTMA, is it not ? 

Admiral Wixi. That is right. 

Mr. Harpy. So actually the Military Sea Transportation Service 


' doesn’t have much control over the port to which a cargo—at which 


cargo will be assembled ? 

Admiral Witt. We have no control and no say. We often objected 
to some ports that were used for cargo because it costs us a great deal 
of money to put ships in there for the particular cargo. But until 
the cargo is offered to us in the port by the shipper service we have 
nothing to do with it. 

Mr. Harpy. So that if you didn’t have flexibility in this business 
of allocation you might find yourselves in a pretty bad way to get 
cargo at the proper place on time? 

Admiral Wit. That is true. 

Mr. Harpy. That would be one significant factor. 

Now, Admiral, is there in process, to your knowledge, a program to 
curtail the operation of MSTS and to increase the movement, partic- 
ularly dry cargo movement, under contract with private carriers? 

Admiral Wiiu. I would say no, for the reason that the private 
carriers are now carrying up to 80 agra of all the military cargoes. 
MSTS within the past year or so has determined that they have re- 
duced their cargo ships to what they consider to be an irreducible 
minimum, if they are going to have the flexibility they need to do 
their job and at the same time be ready to take care of brush fires 
such as Lebanon or Formosa or should Berlin suddenly burst into 
flame. They have cut that Government fleet down pretty close. 
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There is a lot of unhappiness in some levels because they say they, 
cut them too far. 

But with private industry carrying 80 percent, and in some case 
more, of the Government cargoes, worldwide, I don’t think that ther 
is going to be any chance of increasing that. 

r. Harpy. How much of an increase in the movement by commer. 
cial carrier has occurred during the past 2 years, do you know? 

Admiral Wu. I would say perhaps 15 percent within the past 
3 years. 

fr. Harpy. In other words, at the time you became commander of 
MSTS, was it a movement of 60 percent—60 to 70 percent ? 

Admiral Witu. Around that; yes, sir. 

Mr. Harpy. And since that time we have now about 80 percent! 

Admiral Wit. It runs from 75 to as high as 80 percent. 

Mr. Harpy. And you are not aware of any current movement to, 
further reduce MSTS ? 

Admiral Witz. No, sir. 

Mr. Harpy. Are you aware 

Admiral Wu. I don’t think MSTS could possibly be reduced 
beyond where they are now. 

r. Harpy. Are you aware of an assignment of certain MSTS 
functions to the transportation corporations ? 

Admiral Witt. Youare talking of MTMA? 

I understand that they are trying to assign—MTMA would lik 
to have the chartering functions. 

Mr. Harpy. Do you know whether actually some of your MSTS) 
operations, field operations, are about to be discontinued ? 

Admiral Wiz. I can’t think of any. 

Mr. Harpy. In any event, during—prior to your retirement ther 
was not, to your knowledge, initiated any action which would redue 
further MSTS operations? 

Admiral Wit, I can’t think of any. 

I might say in that connection that the only area in which ther 
is a threat of a reduction in MSTS operations is the Army’s proposel 
plan to phase out their ocean surface movement of personnel to ait 

Several months ago a proposal was made to the Chief of Staff o 
the Army that commencing in October, in increments of 10 percent, 
the Army reduce their surface movement and move all their people by 
air, until they were down to about a 10 percent balance that was going 
to be moved by MSTS. There were a number of letters writte 
pointing out the dire consequences of any such action, in that it i 
perfectly fine to move everyone by air at this time, but should a 
emergency arise the like of which we have had a number of then 
in the past—Lebanon was a perfect example. The air wasn’t ther 
to move the troops. | 

Mr. Harpy. Well, I would be very much exercised from the stand 
point of the security of the country if we curtailed our ability tog 
supplies across the oceans on MSTS ships. 

But, nevertheless, 1 think I have seen some indications very ™ 
cently that there is a movement on foot in that direction. And that! 
the thing I wanted to find out, whether you were aware of it, al 
whether or not it was begun under your administration as commandé 


of MSTS. 








Ac 
M 


Gavin 
milita 
ment 
thinks 
on his 
Mr. 
a brie! 
Mr. 
sert it 
Mr. 
Mr. 
Mr. 
are int 
Mr. 
Mr. 
The 


lobby v 
misconc 








they , 


Cases 
chere 


mer- 
past 


er of 


ent! 


nt to, 


there 
duce 


ther 
Ose 
> air 
ff 0! 
cel, 
le by 
roing 
ritter 
it is 
\d at 
then 
ther 


,/ 
tand 
O ge 


vr 
hat ! 
, all 
unde 


RETIRED PERSONNEL IN DEFENSE INDUSTRY 257 


Admiral Wi1x. No. 

Mr. Harpy. You are not aware, then, of any present program to 
reduce further the capability of MSTS with respect to its actual 
operating ships? 

Admiral Wit... Not—except as it may be affected by any air policy 
for the movement of passengers. 

Mr. Harpy. That would be passengers, exclusively, unless the Air 
Force is also going to undertake to move all of its supplies by air. 
And where are they going to get enough cargo planes to do that? 

That is all, Mr. Chairman. 

Mr. Gavin. I have a question, Mr, Chairman. 

Mr. Héserr. Mr. Gavin. 

Mr. Gavin. Admiral, you believe there should be some uniformity 
jn the treatment of all retired personnel of Government, whether they 
are in a civilian capacity or whether they are in a military capacity ; 
and, if so, how would you approach the problem? A code of ethics 
or legislative or just what approach ? 

Admiral Wu. Personally, Mr. Gavin, I am against legislative 
action to govern the employment of retired personnel. I feel that 
a man that has had career in the Government, or that has to retire 
for any reason—it may be physical, it may be voluntary, it may be 
age. Why put a restriction of any kind on the use of that man’s 
services? Why should he be restricted any more than a civilian from 
going to work where he wants to go and where he can make the best 
use of his experience? 

Mr. Gavin. Well, the restrictions may be such that he may be using 
undue influence because of his former position. 

Admiral Writ. May I ask who would he be using the undue in- 
fluence on ? 

Mr. Gavin. I don’t know. I just say a great many people may 
assume undue influence. 

Admiral Witx. I know everyone that has appeared here, Mr. 
Gavin, has very clearly told the committee the reaction of any of the 
military, and civilians, for that matter, in the service of the Govern- 
ment to pressure by a retired officer. And any retired officer that 
thinks for a minute that he could be effective in putting pressure 
on his former associates, of any service, is dumb and stupid. 

a. ravin. Mr. Chairman, at this point could I read into the record 
a brie 

Mr. Hess. Don’t take the time to read it. Why don’t you just in- 
sert it? Don’t you agree, Mr. Chairman ? 

Mr. Gavin. By Gen. Carl Spaatz, of the U.S. Air Force. 

Mr. Héperr. You can insert it in the record. 

Mr. Gavin. Well, he brings out some very significant points that 
are interesting tome. It appeared in Newsweek. 

Mr. Héserr. What date? 

Mr. Gavin. July 20. 

The Hébert congressional subcommittee now investigating the munitions 


lobby will be doing a highly useful job if it can clear away the miasma of 
misconceptions which now envelops the process of weapons procurement. 
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The question which so far have made the headlines in this inquiry are these: | 
Do retired officers, who are employed by defense contractors, misuse their | 
friendship with former associates still in active service to get favors for their 


Do active officers favor certain defense contractors in the hope 
these contractors under obligation and thus assurin 
ment after they retire? 

My own conviction, after almost 40 years of military service and 11 years 
in retirement, is that the committee will find that former senior officers eIn- 
ployed by manufacturers bend over backward not to influence any of their 

I doubt whether a higher order of integrity is to be foung 
in any walk of American life than among the offic 
of the services. 

I shall be surprised if the committee finds any retired officer peddling ip. 
fluence or any active officer courting a prospective employer. If the committee 
does find exceptions, they should, of course, be exposed and punished. 

But it would be folly, for many reasons, to forbid retired officers to accept 
employment in defense industry. Foremost among these reasons is the Nation’s 
need for all the brains and experience it can bring to the task of meeting the 
military challenge posed by Soviet Russia. 
lenge will determine whether we and our allies survive as free nations. 

Nobody is better equipped to assess the value and quality of new weapons 
than the men who have used old weapons. Moreover, because of their experience 
as organizers and as leaders of men, most former officers are well qualified for 
executive positions in any industry. These qualities, not influence, are what 
most corporations look for, when they employ retired officers. 

Service morale would suffer if officers knew they could do nothing, in areas 
of their competence, to supplement their retirement pay, which is often in. 


g themselves of employ. 


former associates. 
ers’ corps, active and retired, 


Our success in meeting this cha). 


Some reforms nevertheless are indicated and the Hébert subcommittee prob 
ably can get them adopted. All retired service people—and indeed all retired 
Government officials—should be treated alike either by regulation or by law. 
As matters stand, the laws governing the Navy are somewhat more severe about | 
private employment for retired officers than are those for the other services. 
And uniformed officers of the Regular services are more stringently regulated 
after retirement than civilian officials who have held Government positions of 
equal or more prestige. There should at least be uniformity in the treatment of 
all retired Government people. 

All the talents the Nation can muster, including those of retired officers, will | 
be needed to maintain the kind of Defense Establishment we shall require in 
the years just ahead. 


Mr. Gavin. What is your opinion of the general’s statement ? 

Admiral Wu. I believe there should be uniformity, too. It should 
be uniformly recognized that there is no reason to place any restric- 
tions on these people. 

Mr. Gavin. That is all. 

Mr. Hésert. Now, Admiral, in connection with that and your 
long those lines, you advocate corrective legislation, instead 
itive legislation, and corrective legislation is to just take all 
the laws off the books. 

Admiral Wut. That is right. 

Mr. Héserr. Well, now, can you reconcile that position to the 
position that you, yourself, took by placin 
yourself? Shouldn’t the retired military t 
rules and regulations to protect themselves ? 

In effect, you did exactly what the law has attempted to do, is to 
i ou reconcile those two positions! | 
on’t need a law. I didn’t need a 
law to make me do that, Mr. Hébert. I just listened to wise counsel, | 
I think, and followed his suggestion. 
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Mr. Hézerr. Well, of course you did. You didn’t need the law. 
But don’t you think that the possibilities of abuse are ever present? 
Of course, all the abuse lies in the individual. That is what makes 
this problem so difficult, is that we are attempting—we are dealing 
with morals, ethics, and propriety, which are very illustrative prob- 
lems. But in order to protect—in a court, as an example. A judge 
who by any stretch of the imagination could have any connection with 
the case excuses himself from deliberations in a verdict or in a suit. 

Now, here—this matter, and you know it, has been debated in the 
Congress since 1896, this very same subject. And you just read the 
debates in the Senate and the House 63 years ago—you just have to 
substitute names and use the same words, as the arguments today. ~ 

But it is of as much concern, and the committee is very much con- 
cerned about protecting the individual and to give him guidenes: 

Now, would you have any objection to such protection $ 

Admiral Wi. Not if it is in that guise, and it is made uniform, 
and it is for the protection of the individual. That is fine. But 
there is nothing in these dual compensation laws that are for the pro- 
tection of the individual. They are restrictive. They are completely 
unfair to the individual. 

Mr. Héserr. They are prohibited, of course. 

Admiral Wit. That is right, they are prohibitive in nature. They 
arenegative. That is negative helelation! 

Mr. Héserr. That is correct. However, even in the civilians em- 
ployed in the Government they are prohibited for a period of 2 years 
to represent a client as against their former interest in the Govern- 
ment. 

Mr. Courtney. Anywhere. 

Mr. Hess. So isa Congressman. 

Mr. Heéserr. So it is something that the Congress has to take cog- 
nizance of. It is something that is uppermost in the minds of the 
American poayie today. 

I agree with you thoroughly that this whole problem I think is 
generally misunderstood, and particularly what the committee is at- 
tempting to do. 

Admiral Witt. I would certainly be heartily in favor of anything 
that would bring about uniformity and that would protect the in- 
dividual, without being unduly restrictive on his actions. 

Mr. Gavin. Would the gentleman yield ? 

Mr. Héperr. Yes. 

Mr. Gavin. Does not my very good friend, the chairman, agree 
that the admiral wisely set up a committee to handle any matters that 
might come up with American Export Lines before he retired from 
the service, so that there wouldn’t be any possibility of any reflect, any 
undue reflection, on him for the handling of any matters, after he is 
going with a corporation like American Export ? 

Mr. Hésert. [ am not criticizing him. I think he took a very wise 
precaution. But in taking that very wise precaution he brought 
sharply into focus the fact that we must have uniform regulation and 
uniform protection. 

Then the element of suspicion can be reduced to a minimum. Be- 
cause I again repeat, as I have said before, this concern is not only 
the concern of Congress and the people, but the President of the 
United States himself expressed his concern. 
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Mr. Gavin. The gentleman points that out in the article, that there | 
should be some uniformity. 

Mr. Hézerr. Now, Admiral, whom did Admiral Denebrink suc. 
ceed as commander ? 

Admiral Wit. He succeeded Vice Adm. William Callaghan. 

Mr. Hépzertr. Vice Adm. William Callaghan ¢ 

Admiral Wu. Yes, sir. 

Fe naepart Do you know what Vice Admiral Callaghan is doing 
a 

Admiral Wit. Yes, sir. I believe he is with Martin Transport 
Lines, as a Washington representative. 

Mr. Hépsert. That is asteamship company ¢ 

Admiral Wixt. It is a tanker operating company, that I think is 
now owned by Lee White and Charley Wilson, and a few others. 

Mr. Héperr. People that were under his cognizance while he—— 

Admiral Wit. No. 

Mr. Heépert. They were not under his cognizance? 

Admiral Wit. I believe—the company was sold after Admiral 
Callaghan went with them. But they are people that have been in 
Government, themselves. 

Mr. Héserr. It is a maritime operation. It is a steamship line? 

Admiral Wit. They operate tankers. They own a number of 
tankers of their own, and they have a contract with MSTS to operate 
under charters some of the MSTS tankers. They are one of the three 
charter operators. 

Mr. Hesert. That is right. They do business with MSTS? 

Admiral Witt. That is right. 

Mr. Hésert. Now, who was Admiral Callaghan’s predecessor? Do 
you recall that far? 

Admiral Wiz. Admiral Callaghan established MSTS. He was 
the first commander of MSTS. 


Mr. Héserrt. So, then, the three commanders of MSTS, after leav- | 


ing the post, have gone to work for steamship lines? 

Admiral Wiz. That is correct. 

Mr. Hésert. Any further questions? 

Mr. Hess. No. 

Mr. Gavin. Other than this question. If you found in Government 
an opportunity or position for which you were qualified would you 
rather have accepted a governmental position or would you rather 
have gone with a commercial enterprise ? 

Admiral Wuu. If the Government position offered as much of a 
challenge and was anticipated to be as interesting as the civilian posi- 
tion, I would take the Government position, for the simple reason that 
Government has been my life and I know people, and I know the way 
it operates. 

aturally, you would take—I think anyone would take the Govern- 
ment position. But it would have to depend on what the Government 
position had to offer compared to what the civilian position had to 
offer. And I don’t think it is a question of salary, Mr. Gavin. 

I think the retired salary is a fair one. So it is not salary. 

Mr. Gavin. Nothing further. 

Mr. Hésert. Well, thank you very much, Admiral. 

And may I express the appreciation of the committee for your 
frankness and lack of evasiveness in answering the questions. 
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; Admiral Witt. Thank you for this opportunity. 
Mr. Héserr. Knowing you as we do we expected that much of you. 
Admiral Wirz. Thank you for the opportunity, Mr. Chairman. 
Mr. Héserr. Thank you, sir. 
Admiral Mumma. 
Mr. Courrney. Admiral, you retired June 30 of this last year? 


_ TESTIMONY OF REAR ADM. A. G. MUMMA, U.S. NAVY, RETIRED 


Admiral Mumma. No, sir. 

Mr. Courtney. When was this? 

Admiral Mumma. April 30. 

Mr. Courtney. Iam sorry; April 30. 

You were employed by the Ist of July 1959, by the Worthington 

_ Corp.; correct? 

Admiral Mumma. That is correct, Mr. Courtney. 

Mr. Courtney. What are your duties to be under your contract with 
the Worthington Corp. ? 

Admiral Mumma. I am vice president in charge of engineering, 
which includes within its purview the research activities of that cor 
ration and services all of the subsidiary companies as well as the divi- 
sions of the corporation. 

Mr. Courtney. Well, now, what in general does the company sell ? 

Admiral Mumma. The company has a multitudinous list of pred- 
ucts. I have a little pamphlet here which I would like to leave with 

_ the group here. 

Mr. Courtney. Not commercial now. 

Mr. Hévert. You are not trying to sell now, are you, Admiral? 

Admiral Mumma. No, sir. But to give you an idea, air com- 
pressors, air conditioning and heating equipment, air tools—all this 

aving breakers and rock drills, ete.—absorption systems, boosters, 

It drives, truck mixers, compressors, deaerators, pumps, diesel en- 
gines, gas engines, air ejectors, industrial mixers, variable speed drives, 
motors, pumps of all sorts, and—oh, there are just a multitudinous 
number of products here, several pages of them. 

Mr. Courtney. If you know, what. percentage in dollars or a per- 
centage or in what way you choose that would be significant, of the 
company’s business that is defense contracting business? 

Admiral Mumma. The corporation’s total annual business is ap- 
proximately $170 million a year, of which about, somewhere between 
or around 10 percent, approximately, is defense business. 

Approximately another 5 percent may be up to 15 percent, total, 
would be Government business, leaving 85 percent of the corporation’s 
business pure civilian. 

Mr. Courtney. And do you have research and development con- 
tracts, that is, does the company have research and development con- 
tracts ? 

Admiral Mumma. It has a small number of research and develop- 
ment contracts—not very many at the present time—with the Gov- 
ernment. 

As a matter of fact, the direct prime contract business of the co 
tation with the Defense Department is about 2 percent of the total 
' corporation’s business. 
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a Courtney. So the 15 percent of which you speak includes the 
subs ? 
Admiral Mumma. That is almost the rest, is subcontractors. Worth- 
ington is a major subcontractor but is not a very heavy prime con- 

tractor to the Government. 
Mr. Courtney. Of components of the kind you have just described? 
Admiral Mumma. That is right. 
Mr. Courtney. What business do they have with the Navy Depart. , 
ment, Admiral? Do you have any idea of the prime contracts? 
Admiral Mumma. The prime contracts with the Navy Department 
amount, generally speaking, to about $2 million or $214 million a year, 
Mr. Courtney. Are any of them contracted for by the Bureau of 
Ships, of which you were the former head ? 
Admiral Mumma. There are a small number of them that have done 


with the Bureau of Ships. Most of them are done with Mechanics. | . 


re and other supply activities who purchase repair parts and other 
kinds of equipment for Government equipment. 

Mr. Courtney. When you speak—— 

Admiral Mumma. The Bureau of Ships arrangements with Worth- 
ington are generally restricted to some specialized pump drives, some 
air-conditioning equipment, and a few areas of generators and com- 
pressors. 


Mr. Courtney. Is the company engaged in expanding its engineer- | 


ing activities and its production for defense work ! 
Admiral Mumma. I don’t believe there is any move afoot in that 


direction. 


Actually, for example, we at Worthington now are a fairly large 

supplier of condensers for stationary land powerplants. 
ut so far as I know, they have not furnished a Martin condenser 
in any recent years, and I don’t anticipate that we probably will. 

So that there is an area in which there is a possibility of some Gov- 
ernment business, but that is almost entirely on subcontract. So that 
would be at the will of the prime contractor, whether or not we got 
such business. 

Mr. Courtney. Now, with respect to the research and development 
end, are there pnts on foot for expanding the research and develop- 
ment activities? 

Admiral Mumma. Not that I know of, except as to improve the 
quality of our products. We do not anticipate any percentage in- 
crease in the Government business. 

Mr. Courtney. Well, in what field is the research and development 
primarily undertaken now ? 

Admiral Mumma. Most of the effort at the moment is aimed at im- 
proving the products now being produced by the corporation and mak- 


ing new entries into the expanding fields, such as house air condition- , 


ing, for example, for residences, and other areas where there is a grow- 
ing market, we feel that it is vitally important to improve our 
competitive position and do further research in those fields particu- 
larly. 

Mr. Courtney. In your present capacity with Worthington will 
you have contact with or be required to be in contact with or to have 
dealings with the Bureau of Ships or its officers or men ? 
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he | Admiral Mumma. Well, I have none so far. I would anticipate 
| that on certain technical matters it might be desirable to have some 


h- contact. 
- Mr. Courtney. Such as what? 

p Admiral Mumma. But I have no responsibility whatsoever for sell- 
1 ing or for negotiating. 


{r. Courtney. Well, what will be the nature of the contacts, if 
e you could anticipate them as you now go under your new job? 
Admiral Mumma. Well, suppose—Worthington supplies some 
nt pumps, usually under subcontract for the Navy. Suppose there were 
ir. a technical problem concerning, say, the impellers or the control of 
of such pumps. It might be a sufficiently difficult and sufficiently com- 
plicated job that we might have the vice presidents of several groups— 
me the prime contractor and subcontractors to go to such a problem. It 
S- . isbarely possible that that might be so. 
ers Mr. Courrney. And that is what you anticipate ? 
Admiral Mumma. That is the only kind of thing I would anticipate; 
es. 
he | 7 Mr. Courrnry. So you will have no dealings, or you have no deal- 
me ings with respect to any contract in existence now, either directly 
M- or indirectly with the Bureau of which you were former Chief ? 
| Admiral Mumaa. That is correct. 
- Mr. Courtney. I think that is all, Mr. Chairman. 
Mr. Hésert. Admiral, when did you retire ? 
lat ‘Admiral Mum™a. The 30th of April, sir. 
Mr. Héserr. When did you goto work for Worthington ? 
'g@ Admiral Mumma. The first of July—2 months later. 
Mr. Héserr. What is your financial arrangement with Worth- 
ington ¢ 
Admiral Mumma. I didn’t do very well, Mr. Chairman. My salary 
we ’ is $30,000 a year. 
. Mr. Hésert. That is not well. 
got_ Admiral Mumma. Not compared to some I have heard that have 
been before your committee. 
Mr. Harpy. Maybe you hadn’t made as many contacts with them. 
oP’ —s- Mr. Héserr. Now, what is your retired pay 
th Admiral Mumma. My retired pay is $12,000, sir. 
€, Mr. Héserr. Forty-two thousand. That is all a matter of opinion, 
i asto who does well and who doesn’t do well. 
Admiral Mumma. I am speaking relatively, Mr. Chairman. 


ser 


ent 


ent Mr. Gavin. You didn’t recognize the opportunity of stock options. 

sa Mr. Hiteerr. Admiral, who occupied this position that you now 
occupy ¢ 

~ Admiral Mumma. Occupied by a Mr. George Habach. 

wel Mr. Héperr. And what has happened to him? 

on Admiral Mumma. He has become vice president, administration ; 

‘on 2 other words, to coordinate the staff activities of the corporation. 


_ Mr. Héserr. Now, you have heard Mr. Hess ask questions in con- 
‘I nection wtih dual compensation. What is your opinion on that 
wi! subject ? 

ave’ _ Admiral Mumma. I actually might have been tempted to take a 
Government job that was offered me had I not had to give up my 
retired pay. 











264 RETIRED PERSONNEL IN DEFENSE INDUSTRY | 


So I feel that the requirement to give up retired pay is an unfair | 
situation, as far as the retired officers are concerned. And it deprives 
the Government of their experience and their ability to contribute~ 
prenon not in exactly the same fashion that they fad been doing, 

ut certainly in a fashion that would be remunerative to both parties, 

Mr. Héserr. Now what is your opinion concerning legislation, cor- 
rective or ore legislation, in this area? Do you have— 

Admiral Mumma. I think the existing legislation, Mr. Chairman, 
is quite prohibitive and almost punitive in its form because people 
are proven guilty almost before they take a job with industry, par- 
ticularly as far as the Navy is concerned. 

I must admit that this loomed large in my mind at the time of my 
retirement. I had come to the end of 4 years as Chief of the Bureau, 
I had no place to go. There was no promotion for an engineering 
specialist such as myself available. If I had stayed in the service : 
to finish out my additional between 2 and 3 years, I would have merely 
stymied promotion. i 

So in order to make a vacancy for the young fellows coming along, 
and to insure that the flow continued, of promotion—I was very wor. 
ried about that when I was a young fellow, and I hadn’t changed my 
mind about it—I retired at the end of what I considered my contri 
bution to the Navy. 

Mr. Havin. How many years did you serve, Admiral ? 

Admiral Mumma. Thirty-three years, not counting the Naval 
Academy. Thirty-seven years total. 

Mr. Heéserr. Well, do you think that some type of legislation is nee- | 
essary in order to protect, in effect, the retired officer from any finger 
of suspicion being pointed ? 

Admiral Mumma. Yes, I would think so. But I would make it 
much broader, Mr. Chairman. 

There have been instances when nonappointive or non-Presidential 
appointees have left the Government and have come back representing 
a company the following day, which to my mind is far more vicious 
than anything that has to date been imputed to retired naval officers 
or other military officers. 

I am familiar with the fact that a legal person could retire or leave 
the Government, say, from the Department of Justice, and is prohib- 
ited for 2 years from engaging in legislation or in legal action con- 
cerning such a case that he has had dealings with, but a short 2 years 
later, with his background of knowledge, he could operate with per- 
fect impunity. And so could these other people who leave the ds . 
ernment one day and turn around and can become a negotiator the 
next day. 

Now I think there is far greater danger in those areas. 

So I think the law, if any, should extend to cover all former em-| 
ployees, civilian or military, for a specified period of time, so that 
everyone is treated alike. 

Mr. Héverr. Then you would suggest a cooling-off period uniform 
to both # 

Admiral Mumma. I certainly would, sir. 

Mr. Hésertr. Mr. Gavin ? 

Mr. Gavin. I haven’t any questions. 

Mr. Hépert. Mr. Price? 
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Mr. Pricer. No questions. 

Mr. Héserr. Mr. Hardy ? 

Mr. Harpy. In connection with the question that Mr. Hébert has 
just been exploring, should that kind of legislation be across the board, 
or should it have special significance with respect to persons who are 
occupying positions with the Government where there was an oppor- 
tunity to exercise some sort of influence or where their associates were 
at levels where there might be opportunity for influence? 

Admiral Mumma I don’t think the level has much effect, Mr. Hardy. 
[have seen instances where a negotiator who has inside knowledge of 
Government negotiations has gone with a company and takes with him 
that knowledge. You can’t erase it from his brain. And he takes that 
inside knowledge into the corporation in such a fashion that he then 
becomes the negotiator for the company and is in a particularly advan- 
tageous position. 

Now there is apparently no law that stops him from doing that. 

Mr. Harpy. That could be a relatively low civil service level, 
couldn’t it ¢ 

Admiral Mumma. It could be. And that is the reason why I sug- 

est that it not be restricted in level, that anything should be uniform, 
ass they should not engage in the same kind of activity, at all 
levels of the Government, when they leave the Government. There is 
a certain cooling-off period that I think essential to insure that you 
don’t do that kind of business. 

Mr. Harpy. Then you would tie it to the type of activity in which 
he was engaged while he was working for the Government? 

Admiral Mumma. Well, as a matter of fact, this is a difficult area 
because, for example, Admiral Will is a very skilled officer. Par- 
ticularly he was very skilled in handling the Military Sea Transporta- 
tion Service when he was handling that job. 

Now it would be a shame to throw away that degree of experience. 
The shipping lines want that kind of experience. And, generally 
speaking, I think anyone who gets very deeply into organizations, 
which you have been doing the past few weeks, begins to find that 
civilian industry fundamentally is not as well organized as is the 
Navy, for example. 

Mr. Harpy. Not as highly organized, anyway. 

Admiral Mumma. I say as well organized advisedly, Mr. Hardy. 
Because of the fact that through the centuries have grown up pretty 
good organizational structure of horizonal and vertical information 
exchange, and this is where most companies lose themselves. They 
either have a one man vertical column or they have too many people 
reporting to a single boss. And this is the area that if the companies 
only realized it, former military officers and former Government offi- 
cials, skilled in this area, could be of very great benefit to them, rather 
than atempting to use them as door openers. 

Mr. Harpy. But some of them have been pretty successful in build- 
ing bureaucracy, too, haven’t they ? 

Admiral Mumma. Well, there is bureaucracy everywhere. I assure 
you it is in industry, too, Mr. Hardy. 

Mr. Harpy. Yes, I have discovered a little of that, too. 

That is all I have. 

Mr. Héserr. No further questions? 
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Mr. Courtney. No further questions. 

Mr. Gavin. I have a question. 

Mr. Hépserr. Mr. Gavin. 

Mr. Gavin. I would lke to ask the admiral if you have found in 
Government—even though it might have been at less salary than you 
are now getting with Worthington, would you have rather continued 
along in Government, along in your particular engineering specialty, 
or would you then go with commercial enterprise—if there was an 
opportunity available in Government? 

_ Admiral Mumma. Well, I had a double-barreled motive in not mak- 
pe ins my mind where I was going to go for a long time. 

irst, 1 was retired before I knew where I was going, for quite some 
weeks before I knew where I was going to take a job. 

The first reason was that I didn’t want to jeopardize any dealings 
during the time that I was in the job. 


The second reason was that if a proper and interesting Government ° 


job came along that really had enough challenge, naturally I leaned 
in that general direction. And I have enjoyed my 33 years in the 
Navy so tremendously that I would just hesitate to sever all that 
connection, as I have now had to do, to get into this industry. 

Mr. Gavin. No further questions. 

Mr. Heésert. Thank you very much, Admiral. I might say you 


complete the list of the placement bureau for the class of 1959, that | 


has gone just out of the service. 

Admiral Mumma. May I add one other comment, Mr. Chairman? 

Mr. Heéperr. Yes. 

Admiral Mumma. I think there is so much misconception around 
about concerning this influence peddling, that I think your committee 
is doing a remarkable thing in smoking this out and getting the facts 
before the public. Because in the interests of uniformity of not only 
legislation but at least attitude and point of view of people, includ- 
ing Congress, it is very vital that the facts be laid on the table. I 
think your committee is doing a fine job in that respect, sir. 

Mr. Hésert. Thank you for those kind words. 

Mr. Gavin. Mr. Chairman, I just want to take this opportunity to 
compliment the admiral, who has been before our committee on 
numerous occasions. And while with the Department of the Navy 
you turned in an outstanding and magnificent performance, of which 
you can well be proud. And I wish you every success in your new 
assignment with industry. And I know that you will turn in a very 
commendable record in your new position. 

Admiral Momma. Thank you, Mr. Gavin. 

Mr. Heésert. Thank you very much. The committee appreciates 
your appearance. 

Liat committee now stands adjourned until Tuesday morning at 10 
o’clock. 

Admiral Mumma. Thank you, Mr. Chairman. 

(Whereupon, at 12:03 p.m., the subcommittee adjourned.) 
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EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
PERSONNEL BY DEFENSE INDUSTRIES 


TUESDAY, JULY 28, 1959 


Howse oF REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 

The subcommittee met at 10 a.m., Hon. F. Edward Hébert (chair- 
man of the subcommittee) presiding. 

Mr. Hésert. The committee will be in order. 

Members of the committee, this morning we begin a different phase 
of our inquiry, with the calling up this week of the various associations 
alined or affiliated with the military. 

In this connection I want to read into the record at this time the 
direct quotes from the President’s press conference in connection with 
the so-called munitions lobby. 

At the press conference, Mrs. Ruth S. Montgomery, of the Hearst 
newspapers asked the President this question : 

Mr. President, several Senators said that lately you have spoken rather sharply 
to them about what you have termed the “munitions lobby,” which you feel has 


been bringing some pressure on some of the Congressmen to try to change your 
defense program and plan. Could you comment on that? 


The President’s reply : 


I don’t think I have used that word, Miss Montgomery, in public. I may 
have and I may not. I am not saying I didn’t. But I don’t believe I have. I 
do say this: There obviously are political and financial considerations getting 
into this argument, rather than merely military wants. Obviously something 
besides the strict military needs of this country are influencing decisions. 

I repeat that last sentence for the purpose of emphasis, using the 
President’s own words in connection with the influences out of the 
military. Irepeat his words: 

Obviously something besides the strict military needs of this country are in- 
fluencing decisions. 

Now, the purpose of having these associations here during the next 
several days will be to determine exactly what the nature of their busi- 
ness is, who finances them, where the money comes from for that financ- 


' ing, in what activities they are engaged—if they are engaged in lobby- 


! 


ing, if they are registered as lobbyists, if they carry the brunt for 
certain programs for the military needs, if they aline one weapon 
against another in attempting to influence not only Members of Con- 
gress, in the appropriations bills and legislation, but also the deci- 
sions made in the Pentagon. Again the attention of the committee is 
directed to the fact that Admiral Radford did testify that there was 
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encouragement beyond the Pentagon and beyond Congress, and in | 
testifying before the committee he said that he meant encouragement | 
in attempting to get whole weapons systems adopted, as I recall his 

testimony. He did not indicate that there were attempts to get cer. 

tain contracts. However, weapons system adoption end up in 

contracts. 

Now, following through on this phase, next week the committee wil] 
hear representatives of industry and will give industry an opportunity 
to explain their position. 

Beginning now, this morning with the associations, we have with 
us the Retired Officers Association, represented by Adm. Harold 
Houser. 

Admiral Houser, will you come forward, please ? 

Mr. Courtney. Mr. hairman, the association, in accordance with 
the request of the subcommittee, has filed its answer to the committee 
questionnaire, including its financial statement, which I would ask be 
entered as an exhibit in this record, Mr. Chairman. 

Mr. Hésert. Let me first administer the oath, Mr. Courtney. 

Admiral Houser, hold up your hand. You do ‘solemnly swear that 
the testimony you will give before this subcommittee in the matters 
now under consideration be the truth, the whole truth, and nothing but 
the truth, so help you God ? 


STATEMENT OF REAR ADM. HAROLD A. HOUSER, U.S. NAVY, 
RETIRED 


Admiral Houser. I do. 

Mr. Héperr. Be seated, Admiral. 

Now, Mr. Courtney. 

Mr. Courtney. May the answers to these interrogatories be intro- 
duced as a committee exhibit, Mr. Chairman? In pertinent part, the 
income of the association is derived from a $5 per capita membership | 
fee, with certain provisions for life membership which amount to 
$2,541 annually. ‘The expenditures of the association are for salaries, 
$57,000; clerical assistance of $33,000; grants in aid in the form of 
scholarship funds of $6,650; assembling and dissemination of data 
relating to the association’s activities, $6,401. Total income is $127,000 
annually, in round figures. 

(The questionnaire referred to is as follows :) 


QUESTIONNAIRE FOR ORGANIZATION 


1. Does your organization now or has it within 2 years, concerned itself, di- 
rectly or indirectly, or for any purpose, with any activity of or for the Depart- 
ment of Defense, its military or civilian personnel [active, retired, or Reserve] 
or with the purchasing by or contracts of the Department of Defense? Yes. 

If your answer to the question is “Yes,” answer the following questions. If 
your answer is “No,” return the questionnaire after signature on last page. 

The Retired Officers Association does not in any way concern itself with or 
contact directly or indirectly any activity of the Department of Defense insofar 
as purchasing by or contracts of, the Department of Defense are concerned. 

The Retired Officers Association does contact directly, particularly the retired 
activities units of the Army, Navy, Air Force, and Marine Corps, various staff 
members of the Department of Defense and the four services thereof for the 
purpose of obtaining or transmitting information concerning the interests and | 
responsibilities of retired officers and their dependents and survivors. 

2. When and where was the organization formed, give its stated purposes as 
set out in charter, articles of incorporation, bylaws, or any other document. 
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The Retired Officers Association was founded in Los Angeles, Calif., on Febru- 
ary 23,1929, and its purposes are as stated in the preamble of its bylaws, attached 
as appendix A. 

8 (a). Is this a profitmaking organization? 


8 (b). If it is a nonprofit organization, state where established, nature of 

organization, and whether U.S. Treasury Department has granted tax exempt 
tatus. 
. The Retired Officers Association was founded in Los Angeles, Calif., on Feb- 
ruary 23, 1929, and was reorganized and moved to Washington, D.C., on April 
12, 1944, where it was incorporated under the laws of the District of Columbia, 
applicable to eleemosynary, charitable, religious, patriotic, philanthropic and 
other such nonprofit organizations. The nature of the Retired Officers Asso- 
ciation is as described in the bylaws of the association and in particular its 
preamble, attached as appendix A. The U.S. Treasury Department granted 
the Retired Officers Association a tax exempt status in U.S. Treasury letter, 
dated June 18, 1953. 

4. If legal business address is other than address on this questionnaire, give 
correct address. Same. 

5. Does this organization have paid officers, employees, consultants, or ad- 
visers? Yes. 

If the answer to this question is ‘‘Yes,” give name and title of each [omit 
clerical personnel]. 

Lt. Gen. Idwal H. Edwards, USAF, retired, president. 

Capt. Franz O. Willenbucher, USN, retired, executive vice president and legal 
counsel. 

Rear Adm. John D. Murphy, USN, retired, comptroller. 

Rear Adm. Harold A. Houser, USN, retired, legislative counsel. 

Col. Oscar H. Saunders, USA, retired, assistant legislative counsel. 

Brig. Gen. James H. Banville, USA, retired, secretary. 

Lt. Comdr. Lester N. Anderson, USN, retired, assistant secretary. 

Lt. Col. Paul S. Espenshade, USAR, retired, assistant secretary. 

Fred Lardner, managing editor of the Retired Officer. 

6. What are the sources of income of this organization? 

(a) If dues or assessments are collected, how are they determined and as- 
sessed, und scute amounts. 

Annual dues in the amount of $5 are assessed. The amount of the annual 
dues is recommended by the board of directors and approved by the membership 
at the biennial conventions. 

(b) If there are different classes of membership, state dues or assessments 
for each. 

In addition to regular and associate membership, the dues of which are $5 
per annum, the association has life memberships, the cost of which is determined 
actuarily according to age, with the approval of the board of directors and as 
shown on the chart attached as appendix B. 

(c) Name the source of sources of any income other than dues or assessments, 
and state amount thereof received annually. 

The total income of the Retired Officers Association for fiscal year 1958, 
exclusive of annual and life membership dues, is as follows: 


Gross receipts in 1958 

















General Life Scholarship 
Item fund membership fund 
fund 

(a) Advertising in magazine. - Pasa EL eee #1! | i, tay ee, 5 PTE ee 
(6) Items for sale to members: Association emblems, etc... } 3, 509. 84 Reeree (tame &. 95a 
(c) Interest on time deposits....-..........-....-.-...-- 661.79 $2, 541. 54 $141. 39 
(d) Contributions. eres niecaieerd | 462.95 Baten dato int S 3, 514. 04 
(e) Retired Officer magazine subscriptions - -- ‘ : | 299. 35 L Tes vane uses 
(f) Accumulated interest on U.S. bonds. __......-.----....- ear 3:168. OO) fi so cL usluz 
() Miscellaneous..............-...--.- Siocon | 101. 78 307. 50 sllia ben 

Total __. docecgasttnt tes w---------| 12,306.00! 4,011.04 | 3, 655. 43 

Grand total_.- nate sadshedeeERet. Jack 19,962.47 
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7. Name the persons in your organization accountable and responsible for 
the following: 

(a) Solicitation of funds. 

Solicitation of contributions to the Scholarship Fund is made by the secretary, 
Brig. Gen. James H. Banville, USA, retired. 

(b) Dues. 

Solicitation for annual dues and life memberships are made by the secretary, 
Brig. Gen. J. H. Banville, USA, retired. 

(c) Other income. 

Solicitation for advertising funds is made by the executive vice president and 
legal counsel, Capt. F. O. Willenbucher, USN, retired, and by Fred Lardner, 
the managing editor of our bimonthly magazine, the Retired Officer. 

Note.—The Comptroller, Rear, Adm. John D. Murphy, USN, retired, is ae. 
countable for all funds after their receipt in the headquarters. 

8. Where are the books of account, minutes and correspondence of your 
organization kept; and in whose custody are they lodged? 

All records of the Retired Officers Association are kept in its headquarters 
at 1616 I Street NW., Washington 6, D.C. All financial records are maintained 


and in the custody of the comptroller of the association, Rear Adm. John P, . 


Murphy, USN, retired. The minutes of all meetings and correspondence are 
in the custody of the secretary, Brig. Gen. J. H. Banville, USA, retired. 

9. State whether this organization prepares any statement or financial account 
of organization activities. Yes. 

If the answer to the question is “Yes,” furnish the latest of such statements, 

The Financial Report, Comptroller, Retired Officers Association, for the first 
half of 1959 is attached as appendix C. 

10. For the year next preceding receipt of this questionnaire, specify atin 
the amount expended for— 


(a) Salaries: 


OS na at 25, a Re DAR ee eee ee Pee Mee eee ens eee $57, 000. 00 
My os te: ORE ES Se ae ee eee ree Paes ae eae nse ee Se oe See 33, 723.18 | 
SS ES RENEE ree ee eT ERNE SE Ee ee es eRe oneal 
Se SE ee eee racials ava aheieiciic ie mincas ess 
Cp eee Cr in ee oe ee nbees Wilechan 
(c) Assembling, preparation of dissemination of any data______--~~- * 6, 401. 41 
(2) Sonorariume (etate to whom paid)... once e a 
(e) Grants (state to whom given) ..............-.----------.--.. * 6, 650. 00 
a pT er ee ee CU abode = 


1This sum was expended for the dissemination of a circular promotional letter soliciting 
membership in the association. 

2This sum was loaned without interest, as an activity of the scholarship fund, to 17 
worthy and needy sons and daughters of retired officers, to assist them in obtaining a 
college education. 

11. State whether the organization assists or furnishes material or data for 
the use of anyone outside of the organization, for any purpose. Yes. 

If the answer is “Yes,” explain: 

Officials of the Retired Officers Association, when invited to do so, occasionally 
assist in drafting proposed legislation for congressional committees or Members of 
Congress, or officials of the executive branch of the Government, on matters of 
interest to retired officers, their dependents and survivors. This is done by 
officials of the Retired Officers Association who are registered under the Lobby- 
ing Act of 1946. Likewise, these same officials of the association appear and tes 
tify before congressional committees. Editorial material of interest to retired 
officers and their dependents and survivors is occasionally furnished to news 
papers and periodicals. 

12. Who, in the organization, is responsible or accountable for expenditures, 
other than wages and salaries, for— 

(a) Advertising of any kind in any media? None. 

(b) Entertainment? None. 

13. Name persons employed or performing any work or service who has received 
compensation or remuneration from your organization in the preceding 2 years) 
who is either a retired officer of the U.S. Military Establishment or was, in the 
past 5 years, a Federal civilian official or employee about the grade of GS-12, ; 
giving retired status or former office in each case. 

Lt. Gen. W. S. Paul, USA, retired, past president. 

Lt. Gen. Idwal H. Edwards, USAF, retired, president. 
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Capt. Franz O. Willenbucher, USN, retired, executive vice president and legal 

unsel. 
Rear Adm. John D. Murphy, USN, retired, comptroller. 

Rear Adm. Harold A. Houser, USN, retired, legislative counsel. 

Col. Oscar H. Saunders, USA, retired, assistant legislative counsel. 

Brig. Gen. James H. Banville, USA, retired, secretary. 

Lt. Comdr. Lester N. Anderson, USN, retired, assistant secretary. 

Lt. Col. Paul S. Espenshade, USA, retired, assistant secretary. 

14. Does the organization issue any publication? Yes. Copy attached as ap- 
pendix D. 


15. Is any person employed or affiliated with your organization registered 
under the Lobbying Act? 


Capt. Franz O. Willenbucher, USN, retired, executive vice president and legal 
Wear keen. Harold A. Houser, USN, retired, legislative counsel. 

Col. Oscar H. Saunders, USA, retired, assistant legislative counsel. 

I certify that the foregoing answers are true and complete. 

Dated : July 8, 1959. 

(Signed) James H. BANvIL1e, 
Secretary. 

Mr. Héserr. Now, Admiral, the committee understands that the 
financial income of the association is from dues of members? 

Admiral Houser. That is correct, sir, with minor exceptions listed 
in answers to the questionnaire this committee sent the association. 

Mr. Héserr. And at the rate of $5 a year? 

Admiral Houser. That is correct, sir, except that the first year’s 
dues for new members is $6. 

Mr. Hésert. And you have now how many members, in good 
standing ¢ 

Admiral Houser. A little over 41,000, Mr. Chairman. 

Mr. Héperr. 41,000 in good standing ? 

Admiral Houser. Yes, sir. 

Mr. Hézert. Do you have any behind in their dues? 

Admiral Houser. Beg your pardon, sir? 

Mr. Hésert. I say, do you have any behind in dues, that you have a 
greater strength than 41,000? 

Admiral Houser. Mr. Chairman, I think our attrition is approx- 
imately 200 a month, or maybe less than that—between 150 and 200 
amonth. And that attrition is approximately half, about half due 
todeaths. So attrition is, I think, relatively small for an organization 
of that type, sir. 

Mr. Hesert. If they do not pay their dues they are dropped ? 

Admiral Houser. That is correct, sir. 

Mr. Hépert. And you have no other income except from the dues? 

Admiral Houser. The major portion of the income of the associa- 
tion is derived from membership dues. As an illustration, the total 
income of the Retired Officers Association for the fiscal year 1958 was 
$218,701.49 of which $198,739.02 was derived from dues, and $19,- 
962.47 from other sources. ‘These other sources are set forth in the 
answer to this committee’s questionnaire which was transmitted to 
the committee on July 10, 1959. 

Mr. Hépert. All right, Mr. Courtney. 

| Mr. Courrney. Mr. Chairman, ‘Maeiirid Houser has a prepared 
| statement on behalf of the association relating to the subject under 
| inquiry. It is on the committee’s desk. And may the Admiral pro- 
| ceed in order, without interruption ? 

Mr. Hépert. Proceed, Admiral. 
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Admiral Hovsrr. Mr. Chairman, for the purpose of identification, J | 
am Rear Adm. H. A. Houser, U.S. Navy, retired, legislative officer for | 
the Retired Officers Association, with headquarters in this city. 

The Retired Officers Association is gratified for an opportunity to 
present its views in your study of the employment, by Defense con. 
tractors, of former civilian officials and employees of the Federal 
Government, as well as retired officers of the military services. 

The association is pleased with the prospect that the forthcomi 
study will involve consideration of all laws, including the applicable 
criminal laws and other statutes, which place restrictions upon such 
activities. The association welcomes this action and wishes to assure 
you that it will be pleased to respond, in any way within its power, to 
assist the committee in its work. 

The association is gratified with the indications that the study will 
result in recommendations for legislation which make uniformly ap. 
plicable any restrictive provisions of law which may be found nee. 
essary with reference to the employment of former active personnel of 
the Government, civilian and military, by private industry in connee- 
tion with providing war materials and supplies to the Government, 
In this respect, in the opinion of the association, the study is neces- 
sary and timely. 

The present laws dealing with this important field, commonly called 
conflict of interest statutes, are, to a large extent, overlapping and, | 
in some respects, outmoded. Many of them are discriminatory against 
one group as compared to other groups. Consequently, some of the 
restrictive provisions need to be repealed and others modified so as, 
to preserve only such restrictions as are necessary to the interests of 
the Government, bearing in mind the right of the individuals affected 
to apply their talents in gainful employment after their separation 
from active service in the Government. 

The criminal laws of the United States are replete with provisions 
against all types of conspiracy, fraud, deceit, and other activities by’ 
individuals, contrary to the best interests of the Government. In- 
cluded in these laws is section 281 of the Criminal Code, the effect of 
which is to prohibit retired officers of the regular military services 
from making sales to the department under which they held retired 
status under penalty of $10,000 fine or 2 years in prison, or both. 

The association is unaware of any similar criminal provision which 
explicitly prohibits any other class or group of former Government 
personnel, as such, or any individual, from engaging in any activities 
in representing private enterprise in dealings with the Federal Gov- 
ernment. In hae words, while retired officers of the Regular serv- 
ices, along with other citizens, are subject to all criminal statutes 
which provide penalties for wrongdoing in dealings with the Gov- 
ernment, retired officers of the Regular uniformed military services 
are the only ones who are subjected to a prohibition against dealing 
with the Federal Government, irrespective of whether or not those 
dealings are honest or in violation of our criminal laws. 

Other restrictions against employment of retired officers of the Reg: 
ular uniformed services by private enterprise are concerned with sus: 
pension of the right to receive retired pay, under certain circumstances, 
during such employment. The applicable statutes read as follows: 
Section 59e, title 5, United States Code, 1952 edition, supplement V:) 
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No payment shall be made from appropriations in any Act to any officer on 
the retired lists of the Regular Army, Regular Navy, Regular Marine Corps, 
Regular Air Force, Regular Coast Guard, Coast and Geodetic Survey, and Public 
Health Service for a period of two years after retirement who for himself or 
for others is engaged in the selling of or contracting for the sale of or negotiating 
for the sale of, to any agency of the Department of Defense, the Coast Guard, 
the Coast and Geodetic Survey, and the Public Health Service, any supplies or 
war materials. 


Section 6112(b), title 10, United States Code: 


If a retired officer of the Regular Navy or the Regular Marine Corps is engaged 
for himself or others in selling, or contracting or negotiating to sell, naval sup- 
plies or war materials to the Department of the Navy, he is not entitled to any 
payment from the United States while he is so engaged. 

The first of these quoted statutes applies to all retired officers of 
the Regular uniformed services. It prohibits the receipt of retired 
pay by any retired member of the Regular services involved, during 
the 2 years next after his retirement while engaged in the prohibited 
activities. The second prohibits the receipt of pay by retired officers 
of the Regular Navy and Marine Corps while they are engaged 
in the activities in question during the remainder of their lives. ‘Thus, 
in the latter-mentioned statute, retired officers of the Regular Navy 
and of the Regular Marine Corps have an additional lifetime restric- 
tio upon their right to employment by private enterprise beyond 
the general restriction cnbeaae in the first of the above-mentioned 
statutes in which they, like their counterparts in the other five Regular 
services, are subjected to the 2-year restriction. This is an unneces- 
sary and unjustified discrimination which should be removed by re- 

al of the restrictive provision contained in section 6112 (b), title 10, 
Pnited States Code. 

In connection with the repeal of this provision, which as I have 
said applies only to retired officers of the Regular Navy and Marine 
Corps, there are two important considerations as follows: 

(1) The obvious discrimination involved in the treatment of 
retired officers of the Navy and Marine Corps in comparison with 
retired officers of the other military services. 

(2) The far-reaching etlect of a recent decision of the Comp- 
troller General, B—-137231, of January 6, 1959. 

This decision extended the previous application of the law so as 
to include activities heretofore not considered to be in contravention 
of the law involved. (The decision as applied equally to the general 

rovision of law referred to above; namely, sec. 59¢, title 5, United 
States Code, 1952 ed., supplement V.) 

In view of the greatly extended application of the provision of law 
in question, which is embraced in the Comptroller General’s decision, 
it would seem only fair that the repeal of this law should be made 
retroactive, in order not to work undue hardship on the officers who 
might possibly be involved. 

It is desired to emphasize that the above restrictions apply only to 
retired oflicers of the Regular military services. There are no like 


.| provisions of law restricting the activities of— 


(a) Retired members of the Reserve components of the armed 
services. 

(>) Former civilian officials of the executive department and 
civil service annuitants. 
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(c) Retired Members of the Congress. 

In connection with (a) above, it is desired to point out that. there 
do not exist any such restrictions, either in the criminal law, or the 
laws with regard to the receipt of retired pay, prohibiting any busi- 
ness activities of Reserve officers of the uniformed services. This is 
because the Armed Services Reserve Act of 1952, and former laws, 
specifically provide that no Reserve officer of any of the Reserve com. 

nents will, by reason of his status as such, when not on active duty, 

restricted from any business activity or employment to which he 
would otherwise be eligible. These statutes have, very properly, been 
enacted to protect the rights of retired Reserve officers to be employed 
both by the Federal Government and in private business activities 
against loss of such rights to which they are otherwise entitled as 
citizens of the United States. 

The association is convinced that the existing criminal laws are 
adequate to deal with the conduct of all former active personnel of 
the Government, including all retired officers of the Regular military 
services. There appears to be no occasion to have special restrictive 
laws, criminal or otherwise, applicable only to retired officers of the 
Regular uniformed services. If, however, existing criminal laws 
are found to be not adequate, the association is of the opinion that 
these criminal laws should be strengthened and properly enforced, 
leaving to each citizen, regardless of his former employment by the 
Federal Government, the same rights which other citizens may en- 
joy, as far as employment in business and industry is concerned. 

In connection with the subject of a possible revision of the criminal 
laws in this field, the attention of the committee is invited to a publi- 
cation of the Navy Department (NAVEXOS P-1778, September 
1957), entitled “Reference Guide to Employment Activities of Re- 
tired Naval Personnel.” In analyzing these statutes this publication, 
on page 18, states, in part, as follows: 

Of all the laws mentioned in this pamphlet, these criminal statutes are the 
most ambiguous, and it is often extremely difficult to predict with any degree 
of certainty whether proposed activities will violate these provisions. 

In view of this statement, it is strongly recommended that the com- 
mittee recommend enactment of the type of law which will leave clear 
the intent of the Congress in order to remove existing ambiguities 
as to just where those involved stand. 

Should Congress in its wisdom decide that there must be some time 
lag between active employment by the Federal Government and the 
time when each individual may follow the pursuits in business enter- 
prises available to other citizens of the United States, then the asso- 
ciation strongly urges that the time lag be made uniform without 
singling out one particular group upon which to impose restrictions. 

The idea has been expressed in certain quarters that retired officers 
of the Regular military services, when employed by private business 
enterprises, might be guilty of exercising undue influence over the 
active duty officer personnel with whom they formerly served on 
active duty. There is no tangible evidence in support of this con- 
clusion of which the association is aware. It is the deep conviction 
of the association that, far from exercising any undue influence upon 
their former associates still in service, retired officers of the Regular 
services would studiously avoid any action which could be regarded 
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assuch. The code of ethics by which they lived in the military services 
would make such actions revolting in their minds. In addition, the 
association is, likewise, convinced that military personnel on active 
duty would not succumb to any such influence, nor would they have 
any occasion to do so. 

‘As to the question of possible undue influence, I should like to refer 
to a television program, “Dateline Washington,” which originated 
on station WDSU, New Orleans, La., on June 21, 1959. During this 
program the distinguished chairman of this committee inquired of 
the Secretary of the Navy, the Honorable William B. Franke, if, dur- 
ing his service in the Pentagon he had observed any pressure of the 
type under discussion. In response to this inquiry, Secretary Franke 
stated as follows: 

1 have never found the slightest pressure from contractors. And neither, so 
far as I can find out from talking with bureau chiefs and office heads in the 
Navy. have they had any pressure. And I can assure you that if I have any 
pressure from a contractor of this kind he won’t be a contractor for the Navy. 

The association feels that to deny our defense industries the talents 
and experience of retired officers of the regular military services in 
connection with the manufacture, production, and use of the modern 
weapons and devices needed in our national defense effort, especially 
at this time, would be a great mistake. To permit their employment 
and circumscribe their opportunity to discuss these matters with those 
with whom they have formerly served would be to render them, to 
that extent, ineffective. 

It is the hope of the association that the primary purpose of this 
committee will be to remove unnecessary restrictions and make the 
services of all former active personnel of our Government, civilian 
and military, fully available to the end that every citizen can make 
his contribution to the preservation of our institutions. This is en- 
tirely aside from the injustice of imposing restrictions upon honorable 
people who wish to make such contributions and to limit, unneces- 
sarily, their opportunities according to their talents and experience 
to provide for their families after retirement. The detrimental 
morale factor, alone, upon those who devote themselves to profes- 
sional military careers which include much in the way of personal 
sacrifice should, in the opinion of the association, be one of the mat- 
ters of deepest concern to the committee and every Member of Con- 
gress—and we are confident it will. 

All of the laws, criminal and otherwise, to which specific reference 
has been made in this letter, do not deal with conduct which is malum 
in se. Sales to the Government, contracts with the Government, 
negotiations concerning contracts with the Government, are not bad 
in themselves. Actually, when done in accordance with approved 
standards and in compliance with the laws concerning these activi- 
ties, they are essential activities, especially necessary at this time with 
the billions of dollars in contracts for defense made necessary by the 
world situation. It is recognized that, in view of the many restric- 
tions and the niceties of their interpretation, the possibility exists 
that there may have been violations of these complicated restrictions 
by some who were unaware of their precise meaning and certainly 
not aware of expanded interpretations looking toward a furtherance 
of restrictions rather than a limitation of them. 
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Why retired officers of the Regular services have, over the years | py; 
been singled out for the imposition of restrictions upon their busi- | posit 
ness opportunities is not clear. Why it should be imputed to them pensa 
that they as a class might be expected to engage in overreaching ac- 6g du: 
tivities in their dealings with the military personnel with whom they — incom 
formerly served on active duty and, at the same time, other classes The 
of Government employees, including civilian and military person. yoyld 
nel in the Reserve components, would be aloof from any such activi- ability 
ties is, likewise, not clear. iy; Nov 

In summary, the association wishes to reiterate its conviction that ments 
there is no occasion to have restrictions against employment by any concer 
former active personnel of the Federal Government merely by virtue ings. 
of their former service and contribution to the Government. In view man, 1 
of this, it recommends the repeal of all provisions which would in any _ yjew, 
way prohibit the receipt of their retired pay by any former lief, p 
personnel of the Government, civilian or military, who have earned timely 
the right to retired pay by their service and contribution to the wel- hearin 
fare of the Government. The association is convinced that the crim- — jnnuer 
inal laws themselves are adequate and, if not, should be revised, im- Tha: 
proved, and enforced, leaving to the citizens of the United States yp, 
their rightful opportunity in business and industry. _ Mr. 

It would be appreciated if the committee would give consideration Mr. 
to the above recommendations in the formulation of any proposed erence 
legislation in this field. tain ci 

Mr. Chairman, the statement which I just read was prepared and jn whi 
transmitted to the committee prior to the commencement of its hear-! gop, 
ings. In view of this fact, I should like to offer some additional com- (Ady 
ments which would seem appropriate in view of what has transpired Mr. 
since the hearings began. convict 

The first point to which I should like to address myself relates to Adm 
the question of the existing limitations on the employment of retired | convict 
officers of the Regular services, which subject has been explored by’ yr. | 
this committee. That is 

The situation whereby retired Regular officers are, in general, pro jnform: 
hibited from obtaining civilian employment in the Federal Govern- peep ys, 
ment is one with which the association has been concerned for many Adm: 
years. As you know, by an outmoded law enacted in 1894, such re Mr, ¢ 
tired officers cannot hold civilian positions under the Federal Govern- any suc 
ment if the rate of their retired pay amounts to $2,500 per annum Adm 


unless— Mr. ¢ 
(1) Elected thereto; nae : which y 
(2) Appointed by the President with Senate confirmation ; Admi 


(3) Retired because of incapacities incurred in line of duty; or Mp, ¢ 

(4) In a few cases for which the Congress has made specifie the 4n¢ 

provisions. Admi 

Now, retired officers who receive retired pay of $2,500 per annum or Mr. ( 

more may not avoid the application of this statutory provision evel to ine} y 
by waiving their retired pay during the occupancy of the civilian posl- | funds? 

tion. In other words, they are simply ineligible to hold a Federal} Adi. 


position. Mr. C 


Thus, with the exceptions noted, we have a situation under which | officers ¢ 
our Government actually has barred itself from utilizing its OWN}addresge 
trained, loyal officer personnel. Admi: 
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ATs | Even when a retired officer is eligible for employment in a civilian 
si- | position under the Federal Government, he is subject to the dual com- 
eM pensation statute, a law of 1932, that originally limited the amount 
ac- of dual pay to $3,000 and, as recently amended, limits the aggregate 
ley jncome from such a position and his retired pay to $10,000 per annum. 
ses. The association urges that the committee propose legislation which 
on- would repeal the above statutes insofar as they relate to the employ- 
Vl- ability and pay of retired officers. 

Now, Mr. Chairman, in conclusion I would like to refer to state- 
hat ments made in certain quarters which have expressed reservations 
ny concerning the desirability anud appropriateness of the current hear- 
tue ings. On behalf of the association and its 41,000 members, Mr. Chair- 
leW man, we wish to disassociate ourselves, emphatically, with any such 
my yiew. On the contrary, the association desires to emphasize its be- 
ner jief, previously expressed, that these hearings are “necessary and 
ned timely,” and therefore in the public interest. We are confident the 
vel- hearings will serve to remove disturbing and unjustified suspicion and 
im- jynuendo by laying the facts openly on the table. 

m- Thank you, Mr. Chairman. 
ates. = Mr. Héserr. Thank you very much, Admiral. 

Mr. Courtney. 
ton =Mr. Courrney. Admiral, referring to your statement and your ref- 
sed erence to the criminal provisions which you say are applicable in cer- 

tain circumstances; that is, the 2-year statute on sales to the service 
and jn which the retired officer holds his commission, or held his commis- 
eal sion. 
om- (Admiral Houser nods.) 
ired Mr. Courrney. Is the association aware of any prosecutions or 
convictions under this statute ¢ 
sto Admiral Houser. Well, in my capacity I am not aware of any such 
ired | convictions, sir. 
l by Mr. Courtney. None has come to the attention of the committee. 
That is the reason I have been endeavoring to comb the records and 
pro informed sources to see whether or not this statute had ever, in fact, 
ern- been used. 
any Admiral Houser. My understanding is they have not. 
ire Mr. Courrney. As far as you are concerned, you are not aware of 
ern- any such instances ? 
num Admiral Houser. That is correct. 

Mr. Courtney. Now, with respect to the decision B-137231, to 
which you made reference in your statement on page 3 
| Admiral Houser. Yes, sir. 
y;0° Mr. Courrney. You are referring to what has been described here as 
ecifie the Anthony decision ? 

Admiral Houser. I am. 
mor Mr. Courrney. In which the war material and supplies were held 
evel — sales to PX’s, even though the funds are nonappropriated 
posl-| Tunds ? 
deral! Admiral Houser. That is the decision to which I made reference. 

_,| Mr. Courrnry. Now, with reference to the employability of retired 
vhich officers of the Regular service, and that is the subject'to which you have 

oWl addressed yoursel f—— 

Admiral Houser. Yes, sir. 
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Mr. Courtney. Is it the position of the association that there should } 
be no restrictions either in time or in the nature of the activities which | 
could be carried on ? 

Admiral Houser. You are speaking now of the dual office and dua] 
compensation laws? 

r. Courtney. No; I am speaking now of activities in behalf of g 
defense contractor by a lotion’ officer of the Regular service. 

Admiral Houser. Mr. Courtney, we feel there should be no restric. ) 
tion whatever. While, on the other hand, if the committee decides in 
their wisdom that some restriction should be either affected or changed, 
then we think it should be made applicable equally to other former 
governmental employees and not restricted solely to retired Regular’ 
military officers. 

Mr. Courtney. Then your complaint is one of discrimination, if 
you please to call it that, rather than the application of any restrictive | 
provisions ? 

Admiral Houser. No, sir; I didn’t mean to say that. I don’t think 
there is any necessity for any restriction on the employability of re. 
tired officers or others. 

Mr. Courtney. And you would have no reservations about their 
employment with defense contractors ? 

Admiral Houser. I would not. 

Mr. Courtney. Now, with reference to this subject of sale to the 
department in which the officer holds a retired status, the word “sale” 
as it is used generally in these statutes, and, for that matter, in the 
regulations, what would be the association’s understanding and inter- 
pretation of a sale as it is referred to in these statutes and regula- 
tions? What activities constitute a sale? 

Admiral Houser. Mr. Courtney, of course that is a question which 
has been propounded to various witnesses who preceded me in this 
chair. It is one of the most difficult questions that I know of ty, 
answer. 

I would like to say to you that in connection with this subject, on 
page 16 of the document to which I referred earlier, there is this 
matter I would like to quote and then I will answer your question 4 
little bit later. This document says: 

What constitutes selling, contracting for sale, or negotiating for sale? The 
quoted terms have been interpreted to include virtually all activities surround) 
ing the selling process. The signing of the Government contract by the president 
of a corporation, although that is his only relationship to a particular transac 
tion, has been held contracting for sale within these laws. 

Preliminary negotiations preceding a contract or sale constitute negotiating 
for sale. The precise extent to which activities related to the sales to the 
Government are within the quoted phrases cannot always be delineated with 
any degree of certainty. 

Now, I would say this: I would think—and this is my personal 
feeling on the matter—that conversations with a prospective pur 
chaser, with a view toward having him buy the particular item, wouli 
probably constitute selling. 

Mr. Courtney. Well, now, you are not unfamiliar in your ow 
experience with the process of purchasing within the Department 0 
Defense, certainly within the naval service. And you recognize, 
course, that there are frequently more than one person above and be 
yond the contracting officer who actually participates in the activitie 
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which lead up to a sale or a contract. In your opinion, would con- 
yersations or solicitations or exchanges between a retired officer repre- 
senting a defense contractor who had something for sale—and that 
is their business—and the group who might pass upon, any one of 
the group or one of the group who might ultimately decide to make 
purchase, would you consider that such person were participant in 
the sale ? 

Admiral Housrr. If he went to the Pentagon, for example, Mr. 
Courtney, with the particular idea of furthering the chance of sellin 
a particular item and directing his conversation along that line 
would say it probably would. But he — go there with the idea 
of obtaining information which would enable this particular concern 
better to serve the needs of the Navy, in which case I would say this 
would not constitute “selling.” Now, I think it would depend upon 
his objective in going there. 

Mr. Courtney. Well, of course, the objective would be almost as 
hard to determine as to define the word “selling.” But let us assume 
that these activities occurred and treat them objectively. Would you 
say that conversations with persons constituting a group who might 
ultimately decide to make a purchase or would in the normal course 
of their duties be the persons to decide upon a purchase for the Defense 
Department, would constitute activities which might be called sales 
activities on the part of the persons so engaged ? 

Admiral Houser. Mr. Cuastuain I would have to know exactly 
what the situation was. If they were about to award a contract with 
which his company was directly concerned, and he went over there 
on the desire to convince them that his concern was the best qualified 
to render that work, then it might be. But I would have to have 
more specific information in order to answer your question cate- 
gorically. 

Mr. Courtney. Now, what would you say, Admiral, with respect to 
the use of a military title for commercial purposes? What in the 
opinion of the association are the ethics, the morals, or the principles, 
for that matter, involved, where a retired officer uses his military title 
as a representative of a concern engaged in the sale of products or 
supplies or services—whatever you describe them—when representing 
himself before a department of the Government ? 

Admiral Houser. Well, Mr, Courtney, there may not be anything 
definitely wrong about that, but I would think in this instance it might 
be well to be like Caesar’s wife, for officers not to use their titles. 

Mr. Courtney. Do you think that the use of the title in the circum- 
stances would carry with it an inference or an inuendo or a suggestion 
of influence ? 

Admiral Houser. I don’t think necessarily so; no, sir. 

Mr. Courtney. But on the matter of ethics and the commercial use, 
if you please, of a military title as a representative and associated 
with a commercial firm, you would consider improper ? 

Admiral Houser. I would have some reservation about whether that 
would be a desirable course to pursue. 

Mr. Courrney. Now, what do you have to say about a requirement 
which would cause an officer who was engaged in the procurement field 
while on active duty to maintain a log of his consultations with his 
retired brethren relating to conversations having to do with purchases 
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by his department or, for that. matter, by the department generally? 
Would you think it appropriate or possible or feasible to require an 
officer to maintain a log with persons with whom he might have had 
discussions concerning commercial purchases by the department—not 


commercial purchases, but military purchases by the 
Defense ? 


epartment of 


Admiral Houser. Mr. Courtney, I would say that probably the 
various military departments would be in a better position that I am 
to answer whether or not it would be feasible. I certainly would see 
nothing wrong about it, and it might be helpful in this whole area, 

Mr. Courtney. Now, at the present time there is no requirement, as 
we understand it—and accept this as a premise—that a retired officer 
advise the department in which he holds retired status of the activity 
in which he is engaged or for that matter whether he is engaged in 
any activity, yet at the same time he is, of course, we all understand, 


subject to recall. 
Admiral Houser. Right. 


Mr. Courtney. Would you consider it proper, appropriate, or use- 
ful to require a retired officer to notify the department in which he 
holds a retired status of the activities, commercial activities, in which 
he might be engaged, or other activities, for that matter, which in any 
way touch upon or be related to the Department of Defense? 

Admiral Houser. Mr. Courtney, I think an approach along that 
line would certainly be preferable to any blanket directive involving 
all officers. In other words, I would see nothing wrong, and it might 


be helpful to have—since you raise that question, and I thought about | 


it, I might say, before I came up here—have an officer who after he 
retired became affiliated with a defense contractor, say, report to the 
Secretary of the military department concerned his present duties; of 
course, the company he is associated with, and the salary which he is 


receiving. 


I don’t know whether the last should be put in there, or not, but’ 


certainly he should not feel unkind about being called upon to submit 
this information, periodically. If he becomes affiliated with a defense 
contractor, he should give the duties and the companies he is affiliated 


with. Report that just as a matter of course. 


Mr. Courtney. Would you consider it appropriate, would you con- 
sider it useful and proper and feasible, to extend it to subcontractors, 


employment by subcontractors? 


dmiral Houser. Well, I suppose to carry it to its logical conclu 


sion, that should be the case. 


Mr. Courtney. That, of course, is not the situation now, and we 


must ferret out this employment by personal inquiry. 
ment maintains no such register or roster. 


The Depart 


Admiral Houser. That is right. I want to make clear I have ref: 
erence only to those employed by defense contractors or subcontrae 


tors, aS you say. 
Mr. Courtney. Or subcontractors. 
Mr. Chairman, those are the only questions I had. 
Mr. Héserr. Mr. Hess? 
Mr. Hess. Yes, Mr. Chairman. Thank you. 
Admiral, you were former Assistant Judge Advocate 
Navy, were you not ? 


yeneral of th 
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ly! Admiral Houser. No, sir; I never held that position. 

an Mr. Hess. You were in the Judge Advocate General’s Department? 
ad Admiral Houser. Off and on for years; yes, sir. 

not Mr. Hess. My reason for asking you that: I wonder if you were 


of familiar with these sections which you quote here in your statement, 
section 59c, title 5, United States Code, 1952—whether or not that 

the was adopted as an amendment on the floor or whether it was a bill 

am jntroduced covering the subject matter. I know that section 6112, 

se title 10, United States Code, was a rider on an appropriation bill. 

rea. Admiral Houser. That is right. 


a8 Mr. Hess. I am familiar with that. That was put in on the floor. 
cer Admiral Houser. Yes, sir. 
rity Mr. Hess. Without any hearings whatsoever. 
i Admiral Houser. Yes, sir. 
ind, Mr. Hess. Similar to the Santangelo amendment was proposed on 


an appropriation bill. 
Do you know whether or not section 59¢, title 5, was a separate bill, 
= or whether it was also an amendment to legislation that was on the 
ihe floor ? 
rich Admiral Houser. Mr. Hess, I do not know, but I certainly will be 
any glad to furnish that information to you and to the counsel for the 


committee. 
that Mr. Hess. All right. 
ring May I ask you the same question with reference to the dual com- 
ight nsation statute of 1932, whether or not that was a separate bill 
ut! introduced, or whether it was also a rider? 
r he Admiral Houser. Mr. Hess, my recollection is that that was a part 


be of the Economy Act of 1932. You remember that overall economy 
330) act. 
nes = Mr. Hess. Yes. 
bee Admiral Hovser. I think it was a portion of that particular law, 
but sir. 
bmit Mr. Hess. I think that isall I have, Mr. Chairman. 
ensé = =Mr. Hésert. Mr. Fisher? 
ated = Mr, Fisuer. No questions. 
Mr. Héserr. Admiral, your association encompasses all retired 
con officers, of the Army, Navy, and the Air Force? 
tors, Admiral Houser. Yes, sir; all of the seven uniformed services, Mr. 
Chairman. 
nc Mr. Héserr. Now, Admiral, I was interested in your comment in 
connection with the shadow or the cloud that is cast on retired officers 
dwe through the medium of existing laws. I was just wondering if you 
part have any comment—we have laws against murder and robbery. That 
certainly does not cast a reflection on the entire citizenry of the 
ref: country, does it ? 
trae =9Admiral Hovser. No, sir. But the point I was trying to make 
and to emphasize was that if there is found a necessity for such a law, 
that I don’t see why you should single out just a particular group 
| when other groups have had the same opportunity to acquire informa- 
_ tion which would permit them to engage in exercising undue influence 
_ the same as the regular military. 
of th Mr. Héserr. Yes; but the military is the one to which the law is 
directed. You couldn’t encompass the whole population, the whole 
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| 
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citizenry, when they do not qualify as retired officers. You have to Mr. 
make a specific law. are ot 
Admiral Houser. Well, Mr. Chairman, I am speaking now of the | 88° 
other—in my statement there I referred to other groups who were not | PPoper 
similarly prohibited. with de 
Mr. Courtney. You are talking about civilian groups, too? other s 
Admiral Houser. Yes, sir. Adm 
Mr. Héserr. There are laws on civilian groups, formerly em. ‘ets 
ployed by the Government. Mr. ] 
Admiral Houser. Mr. Chairman, I know of no law on the statute Adm 
books which is similar to section 281 of the Criminal Code, which has | 2" 
application only to military personnel of the Regular services. Mr. | 
Mr. Héserr. I will ask Mr. Courtney to refresh my memory. In eF 2” 
connection with individuals—for instance, Internal Revenue De- 4@™ 
partment cannot practice until 2 years after. _ not let 
Mr. Courtney. I don’t want to disabuse the admiral, but the only across ¢ 
prosecution that has occurred of a civilian official in the last 10 years Mr. . 
was an assistant attorney general who was prosecuted under see- human 
tion 281. That was a former assistant attorney general named Berg. have 
son, that was the cause celebre. The case was dismissed or the indict- bea litt 
ment was dismissed because that statute was held to relate to claims Adm: 
only and claims were held to be monetary claims. So 281 has applica- believe 
tion to the civil as well as the military. instance 
Mr. Hépert. So there are other laws governing civilians who leave Mr. J 
the Government. ‘proach | 
Admiral Houser. Well, that wasn’t our understanding of it, sir. | Admi 
Mr. Courtney. Iam sorry. I beg your pardon—284, be 





Admiral Houser. Oh, 284. I don’t know whether there was any- | Mr. I 
thing comparable to this, Mr. Courtney. If there is, I will accept it. he hon 
Mr. Courtney. 281 relates strictly to the military. Its counterpart body? 
is 284, and it relates to all, including civilians. Admi 
Admiral Houser. Does it relate to selling; prohibit selling? oficer ve 
Mr. Courtney. No. his code 
Admiral Houser. That is the point I am talking about. clothes. 
What Mr. Courtney said is not in contradiction to what I said. I Mr. J 
said there is no law, so far as I know, which says that a former Golden 
civilian of the Government cannot sell in the same manner that 281 “agg 


prohibits a retired military officer from doing. ar 
Mr. Courtney. Mr. Chairman, I don’t think we ought to labor the Admi 
point, but the statute 284—I misstated the number—284 relates to © have 
civilian officials. It relates to the prosecution of claims. rellres. 
Admiral Houser. That is right. Mr. F 
Mr. Courtney. And, of course, the only thing a lawyer has to sell is @iform 


his services, whereas the person engaged in the sale of defense mate- - _ 
rial is selling actual material. But the principle is the same. In both Adm; 


cases they are a sale. 
Admiral Houser. But, Mr. Chairman, the statute to which the /Mt 1s 
counsel refers is equally applicable to military, I take it, Mr. Court- sider 
ney—is that correct ? Mr. F 
r. Courtney. I think not. Admira 
Admiral Houser. All right. I think it can be distinguished quite _ 
easily, Mr. Chairman. aseb 


e mer 
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to | Mr. Hésert. Now, let us not confine ourselves to selling. There 
are other activities in which the retired military individual can en- 
he | gage: For instance, you say you would have no law. Do you think it 

| proper that a contracting officer who daily is engaged in contracts 








» with defense industry should be allowed immediately to go over to the 
other side of the table and act in that same capacity # 
Admiral Houser. The man who has had a job in dealing with con- 
ny. _ tracts for the Defense Department 


Mr. Héperr. That is correct. 

me Admiral Houser. You say should he be permitted to go with a 
concern—— 

ae | Mr. Hésert. The next morning after his retirement, should he go 

In over and sit on the other side of the table ? 

Admiral Houser. Mr. Chairman, I am assuming now that he would 
not let any previous conduct of his influence his actions when he sat 
across the table. Now, if I am wrong—— 

Mr. Héserr. Don’t you think that it is a little naive, Admiral, 
human nature being what it is, to assume just because a man happens 
rg. tohave served in the military that the frailties of human nature would 
. bea little different in him than anybody else? 

Admiral Houser. Maybe I am naive, Mr. Chairman, but I don’t 
believe that he would allow it to influence him. Maybe in isolated 
instances——— 

Mr. Hésert. What makes him so sancrosanct that he is above re- 
proach and above suspicion because he happened to wear a uniform? 
Admiral Houser. I don’t say he is more so than anybody else would 


ily 
ars 


Ca- 


ave 


nal Mr. Hésert. You have unlimited confidence in human nature and 
* fe nay of human beings—that you wouldn’t think evil of any- 
- inive) Hovser. I don’t think, Mr. Chairman, that an active duty 
| oflicer would succumb to undue influence, and I don’t think he changes 
his code merely because he changes his attire from uniform to civilian 
clothes. ; 
, .Mr. Héserr. Then would you just have everybody abide by the 
mer Golden Rule and have no laws at all ? ; 
981 Admiral Houser. Well, that is not what I am saying; no, sir. 

Mr. Hésert. I am trying to find exactly what your thinking is. 

Admiral Houser. I am saying that I don’t believe it is necessary 
tohave any restrictions on the employability of an officer after he 
retires. 

Mr. Héserr. Then you are saying that the man who has served in 
J] jg "Wiform is a man apart, that he wouldn’t—it would be unthinkable 
‘ate. 0 him to violate the code of ethics under which he has been so 
noth Mavily schooled ¢ 

| Admiral Houser Mr. Chairman, all I can say is that that state- 
the ment is based upon 38 years’ service in the U.S. Navy, and that is my 
vari considered view. _ ; 
Mr. Hézerr. I wish I had as much confidence in people as you do, 
Admiral. 
suite in would you think—if I would draw an analogous case, say, 


the 
s to 


baseball. What would you think of an umpire who associated with 
e members of one particular ball club all the time? He may be as 
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honest as the day is long. Don’t you think he would be under suspici 


if he was seen in the company of those ballplayers on whom he calk 


balls and strikes? 

Admiral Hovusrr. Now you are talking about suspicion. That 
a different thing. 

Mr. Héserr. We are in the area of suspicion. Let us keep that jp 
mind. Let us keep that in mind. That is very important in they 
hearings. 

Admiral Houser. Mr. Chairman, I would be the first to agree with 
you there might be a lot of suspicion, but I would be the last to agny 
with you that it necessarily has any basis in fact, sir. 

Mr. Héserr. Don’t you think if suspicion is present that ever 
precaution be taken to eliminate or minimize that suspicion, tha 
existence of suspicion ? 

Admiral Houser. Well, I would say this: If these hearings demon. 
strate any need for that b 
veloped here, then I think it would show that it was necessary to dy 
something like that. But I don’t think the hearings have thus fa 
adduced any evidence of any wrongdoing and therefore I don’t con. 
clude that any legislation is necessary. 

Mr. Hésert. Again, of course we have to differ on that opinion 
But in spite of the fact that no specific case has been developed in 
the hearings, there certainly is an aura of suspicion. 

I may say this, too, that the individuals who have testified here~ 
you get the shrug of the shoulders. Some fellow will say “You cant 
tell me he got all that money for doing what he is supposed to do’ 
Yet there is no proof. Sosuspicion is there. 

And I think everybody with the exception of one individual why 
has testified here—the high ranking officers and the people who are it 
this high bracket of compensation—have readily admitted that ther 
should be some guidance or some legislation or regulation to remor 
that suspicion. And I refer particularly to General Bradley. 

Admiral Houser. Well—yes, Mr. Chairman, I realize that. But th 
Deputy Secretary of Defense, the Secretary of the Navy, and Admini 
Radford, former Chairman of the Joint Chiefs of Staff, as well « 
various other high officials, have stated that they have never encour 
tered any effort by retired officers to exert undue influence in connee 
tion with Defense Department contracts. 

Mr. Héserr. Because they have not encountered, do you mean ti 
say, then, it doesn’t exist or could not exist ? 

Admiral Houser. I don’t say it couldn’t exist ; no, sir. 

May I say this, too, Mr. Chairman. Competent witnesses, including 
the former Chief of Naval Operations, Admiral Carney, and Genenl 
Irvine, have described to the committee the procedure which is it 
effect regarding the negotiating of Defense Department contract 
They have indicated that, by the very nature of this procedure, i 
would be difficult, if not impossible, for such influence to be exerted 
effectively. 

Mr. Hérrrr. That is, in the negotiation of a specific contract. 

Admiral Houser. That is right. 

Mr. Heénert. To its finality. 

Admiral Hovsrr. That is right. 
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icin | Mr. Héserr. But wouldn’t the influence be present by the fact that 
cal! an individual’s favorable connections could influence in some manner, 
_ shape, or form, the acceptance of a certain weapons system or a certain 
at is, weapon which ultimately ends in a contract? You have to have the 
acceptance of the weapon or the system before you get a contract, 
‘at in don’t you ¢ 
thes Admiral Houser. That is true. 
Mr. Hépert. Well, all right. In that view—— 
with Admiral Houser. But you are saying, Mr. Chairman, wouldn’t it 
agre bepossible? I understand the possibility exists, but I just don’t think 
that it is likely to materialize at all, Mr. Chairman. 
every Mr. Hésert. How would you reconcile that attitude to your own 
that statement that you think it would be helpful if retired officers would 
ister their present connections in the Pentagon? What difference 
mon would it make what their connections are if they are immune to this 
s de solicitation talk or this 
tod) Admiral Houser. I just indicated I thought it would be preferable 
s far tosome other suggestions offered. I saw no objection to it, Mr. Chair- 


, con: man. 
Mr. Héperr. You said it would be helpful. 
inion, Admiral Houser. I think it probably would. 
ed in Mr. Héperr. All right. Why would it be helpful if there is no rea- 
son for it? If everybody is as innocent as a newborn babe, why have 
ere— any regulations ¢ 
eat As I say, let’s just assume that everybody is honest and abides by 
do'} the code, such as you do, and, well, there is just no reason for this. 
| We will just go along and everybody is doing a good job, and they 
] wh wouldn’t dare do anything that is unethical or improper. 
areii Admiral Houser. Mr. Chairman, I think that would be the lesser 
ther of the two evils. If you have to do something about it, that would be 
emok the lesser of the two evils. 
Mr. Héperr. If there is an evil present, we have to take the lesser 
ut th ofthe two. 
imirl Admiral Houser. I don’t think anything is necessary in this field, 
ell ® a3 far as I am concerned. I don’t think it requires any legislation at 
coun: all, 
mne- <A report certainly couldn’t hurt. It might serve at least to have 
the information readily available. First, if this committee wanted to 
2an ti look into it and find what an officer is doing—in other words, Mr. 
Chairman, the point is this: If an officer leaves the military service 
_ and goes out into civilian life and obtains a position with a defense 
uding contractor, then your committee would always have on file over 
enenl there, the duties he is performing and the companies he is with. 
isi Then you would have what you have already gotten in all these 
tract! questionnaire you sent out. You would have it readily available; 
ure, | that is the only thing. 
xertel Mr. Hinerr. Of course, the questionnaire is a self-serving docu- 
| ment—in just seeking the facts and getting the information. The 
opinions that are expressed are self-serving. 

When you were at the Naval Academy you had regulations there. 
Why didn’t you just assume that every midshipman was going to 
abide by the rules and regulations and you didn’t need them. You 
wouldn't have to check up on him. You inspected many rooms over 
-iInBancroft Hall, I assume, Admiral. 

441125919 
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Admiral Houser. I was inspected more than I inspected, sir. Mr 
Mr. Héserr. Why? Everybody was living under this grand code | Mr 
and it was unthinkable that a midshipman would violate any of these Wi 


high ethics. Mr 

Admiral Houser. Mr. Chairman, I don’t think the problem of dis. Mr 
cipline of a midshipman can be compared to the subject of the inte- Mr 
grity we expect to find in an officer of 30 years’ service. Discipline ig Natio 
one thing, and integrity is a different thing I think altogether, sir, Mr 


Mr. Heperr. I think they both are involved. The discipline of the! Yo 
retired officer—so there would be no reflection on the retired officer | subco 
as a unit, in general. | the wv 

I won’t ee the point. But I just can’t see that we are in a posi- 
tion now just to throw out all laws on our books and live under the) STAT: 
Ten Commandments and the Golden Rule. I just can’t buy that. 


However, that is my opinion. | Mr. 
Any other questions ? ) Mr. 
Mr. Courtney. No further questions. Mr. 


Mr. Héserr. Admiral, there is one thing that I want to take cogni- _ tionn: 
zance of, in your statement, which I was very pleased to hear, in which _ the st 


you disassociate yourselves with certain comments that have been You 
made in other areas, of people representing or supposedly represent- Mr. 
ing the retired officer. By that I assume you don’t think that this Actua 
hearing is just poppycock ? | agreet 
Admiral Houser. No, sir; Mr. Chairman. I think it is highly es- : time t 
sential the hearings be conducted at this time. think: 
Mr. Hésertr. Then you do think that the hearing has been bene- if 
ficial at this time because certain questions have been raised, and there he 
are certain suspicions in the minds of people Y the qu 
Admiral Hovser. Yes, sir; Mr. Chairman. That is exactly the} you— 
point I want to make. And I believe the evidence here will disclos:| Mr. 
the lack of justification for those suspicions. yester 
Mr. Héserr. That is, you heard me read this morning the Presi-) Mr. 


dent’s own words. He made it as a dogmatic statement, that there assem 
were other influences besides military considerations in the conclu. 2 tert 
sions reached by the Pentagon—he didn’t use the word “Pentagon,” So the 
of course, but his statement was that there were other considerations may be 
besides the military needs. Mr. 
Admiral Houser. You read that—I heard you, Mr. Chairman, yes Mr. 
Mr. Hésert. That is right. That was a statement from the press ®socla 
conference. Then certainly in the President’s own mind there is Mr. |] 
some doubt as about everything being milk and honey. Can you, Mr. 
draw that conclusion ? Mr. | 
Admiral Houser. Well, I haven’t studied the President’s state- That: i 
ment, and I don’t know exactly what he had in mind, Mr. Chairman, nstit 
I would rather not comment on that, sir. Mr. 


Mr. Héserr. You answer asa good lawyer. age 
Any other questions? Mr. | 
dental] 


Mr. Courtney. No questions. 
Mr. Héeerr. Well, thank you very much, Admiral. We are al- ‘subr 


ways pleased to see you. Mr. ( 
Admiral Houser. Thank you, sir. year 
Mr. Courtney. National Association of Manufacturers. oes It 1 


Mr. Héperr. Will you gentlemen identify yourselves for the record, ! Mr.) 
please ? 
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Mr. Courtney. There will be just one, Mr, Chairman. 

Mr. Héserr. There will be just one witness? 

Will you please identify yourself for the record. 

Mr. Mutter. Mr. Chairman, my name is Lambert H. Miller. 

Mr. Hésert. What is the name? 

Mr. Miter. Lambert H. Miller. I am general counsel for the 
National Association of Manufacturers. 

Mr. Hésert. Will you please take the oath? ‘it. 

You do solemnly swear that the testimony you will give before this 
subcommittee in the matter now under consideration will be the truth, 
the whole truth, and nothing but the truth, so help you God? 


STATEMENT OF LAMBERT H. MILLER, GENERAL COUNSEL, NAM 


Mr. Miter. I do. 

Mr. Hésert. Mr. Courtney. 

Mr. Courtney. Mr. Chairman, the association’s answer to the ques- 
tionnaire which was sent some time ago has not been examined by 
the staff and is to be presented this morning, I am told. 

You have it, Mr. Miller? 

Mr. Miter. That is right, Mr. Courtney and Mr. Chairman. 
Actually, I had planned to file a written statement yesterday, by 
agreement with the counsel, when we got the telegram around noon- 
time to appear today. I didn’t complete the draft of the statement, 
thinking that I could come and answer the questions here at the hear- 
ing, if that was satisfactory to you. 

i hope I will have adequate information to supply the answers to 
the questionnaire at least, and if there is additional information that 
ou—— 

‘ Mr. Héverr. Well, you have had the questionnaire since before 
ad at noon. 

Mr. Mitter. Oh, yes. We have had it, and we have been trying to 
assemble the material on it. But it was planned to submit the replies 
in terms of a written reply rather than in an appearance of this sort. 
So there may be deficiencies in some of the facts and figures that I 
may be able to supply: 

Mr. Hepsert. Mr. Courtney. 

Mr. Courtney. Mr. Miller, your association is listed as a nonprofit 


' association, is it not? 


Mr. Miter. That is right, sir. 

Mr. Courtney. And your income is derived from what sources? 

Mr. Miter. Our income is derived from dues from our members. 
That is pursuant to a regular schedule of dues that is set up in the 
constitution and bylaws, which I will be very glad to submit for you. 

Mr. Courrney. What is the total income of the association, 
annually ¢ 

Mr. Miter. The total income for 1958 was $5,926,522. And, inci- 
dentally, I have a copy of our financial statement which I had planned 
tosubmit for the record here. 

Mr. Courtney. Now your organization concerns itself or expresses 
opinions with respect to the activities of the Department of Defense, 
does it not ? 


ord, | Mr. Miter. On occasion; yes, sir. 
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Mr. Courtney. Do you have a select group within your organiza. | 
ren song takes cognizance of the activities of the Department of | - 
efense 
Mr. Murr. Yes. We have what is known now as our national de. Mr 
fense committee. It was formerly known as the government con. fense 
tracts committee, and this past year the name was changed to national Mr 
defense, to broaden its jurisdiction somewhat. ampl 
Mr. Courtney. That is to extend its activities as well as broaden 7“ 





its jurisdiction ? 
Mr. Murr. No. It has made no particular difference in the char.| % & 
acter of its activities at all. defen 
Mr. Courtney. And how is this committee constituted ? ” 
Mr. Mixer. In the same way that all of our committees are con.| "82! 
stituted. Late in each year, we send out a questionnaire to the entire Figo 


membership asking them to indicate their preference for service on | 
these committees. They send those back in terms of 1, 2, 3 prefer. De 
ences, and then they are selected that way, with an effort being made| “y7° 


to make them as representative from a geographical standpoint, a Mr. 
broad geographical boas, as well as from the pa mgr of size of, Cres 
companies and types of companies, that is, type of industries that are But 0 
represented. as 0 


r. Courtney. Does this committee have assigned to it the activi- | 

ties of a staff? types 
Mr. Mirurr. Yes, they have a relatively small staff. They have| ° hong 
what is known as a committee executive, and then there are one or| ” 
two stenographers—girls I believe in the department that service the et 
committee as such. pees 
Mr. Courtney. Does the committee also have access to any ma Mr, 
terial or information developed by the staff of the association as a bud a 
whole? va 
Mr. Mier. Oh, yes. - 
Mr. Courtney. And do they draw on that ? y ME “ 
Mr. Mitter. Yes. All of the other departments, wherever they can th af 
make a contribution to the work of any of our committees—they do Me 
that. ? 
Mr. Courtney. And does the committee on occasions draw upon sy 
that source for material ‘ti si 
Mr. Miter. Oh, yes. iT oth 
Mr. Courtney. Now from time to time you have released press re- iL 7 
leases, documents, statements, and other matters of that kind, relat- sembl, 
ing and concerned with the views of this committee and of your asso- Mr. 
ciation, have you not? Mr. 
Mr. Miter. Oh, yes. - nis? 
Mr. Courtney. And have you done so with respect to the Depart) “°Y wy 
ment of Defense? oy 
Mr. Mier. Well, now, you say statements. Actually, over 3 Mr ‘ 
period of time we have frequent conferences on matters of concern, oh 


such as ASPR regulations, and that sort of thing, where our commit toany 


Mr. ] 


tee has made a study of proposed regulations, and they have asked M 
for our comments on it. Meetings frequently are held and then writ: Mr 
ten presentations of comments on those proposed regulations are sub Mr 
mitted. That would be about as far as we go on a statement. : 
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Mr. Covurrney. Now, do you prepare and furnish material for 

kers ? 

Mr. Miter. Not particularly with reference to this national de- 
fense committee. So far as I know, there has been very little of that. 

Mr. Courtney. Well, with respect to the defense budget, for ex- 
ample, have you prepared, solicited, and disseminated material for 
the use of speakers and writers on that subject ? 

Mr. Miter. We prepare studies on the budget. That is done by 
our government finance department. It is not done by the national 
defense committee, as such. Those are made available to the Con- 

ss and we do, of course, testify on legislation which has some 
seca on that. 

Mr. Courtney. Now, with respect to the Department of Defense, 
do your executives or the staff of your organization consult with or 
converse with or visit and discuss with employees of the Department 
of Defense the various programs of the Department ? 

Mr. Mitier. Not programs, as such. As I say, they would be con- 
cerned with proposed regulations, legislation, and that sort of thing. 
But on procurement programs, or anything of that nature, the com- 
mittee wouldn’t take any interest in that. 

You see—I am sure you understand that we try to represent all 
types of manufacturers, so that we don’t get into the procurement end 
of the Defense Department at all. 

Mr. Courtney. Well, would you be concerned, or have you con- 


, cerned yourself with the extent of proposed procurements, as to 


whether or not there would be a budget cut, for example, in any 
certain field ? 

Mr. Miter. Only in broad general terms, in terms of the overall 
budget for the Government. 

Mr. Courtney. Has your association taken any position in the last 
year in the weapons system controversy ? 

Mr. Miniter. No, not to my knowledge. Now I would have to check 
that, sir, but so far as I know they haven't. 

Mr. Courrnry. Have you issued any literature or furnished any 
material for use of either speakers or writers on that subject ? 

Mr. Mitier. No. I would be very surprised if we had. Of course, 
it is a big organiaztion and a lot of people do a lot of speaking, but 


' Iam sure they would’t get into that one. 


Mr. Courtney. Well, the question is, What material would be ¢s- 
sembled within your group for such use ? 

Mr. Mixer. None. 

Mr. Courtney. Now have you furnished an ants or established 
any scholarships or made any contributions of that character to any 
persons connected with the military departments ? 

Mr. Mitter. No, sir; not at all. 

Mr. Courrney. Have you awarded any honorariums of any kind 
to any person in the active military service ? 

Mr. Miter. Not in the active military service. 

Mr. Courtney. With respect to the retired military service? 

Mr. Mixer. No. 

Mr. Courrney. Have you awarded any honorariums or furnished 


| any honorariums for any member or official of the Department of De- 
| fense in the past year 
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Mr. Mutter. Well, I would like to check that. I have the names 
here of—I might say this by way of explanation. The only hono. 
rariums that we make are in connection with our annual meeting in 
New York for participation in the program. I don’t recall offhand 
that there were any from the military service, but I have the list of 
those for this past year. 

Mr. Courtney. You do have the list. And you are supplying that 
to the committee ? 

Mr. Mutter. I will be very glad to, yes. 

Mr. Courtney. Now with respect to the advertising and publica. 
tions of the association, has your advertising related to any activity 
or conduct of the Department of Defense or its officials ? 

Mr. Mitter. No, sir. We haven’t engaged in any advertising pro- 
gram at all for a great many years. 





Mr. Courtney. Now, then, what is the amount of the executive 
compensation—in total, if you have it very convenient there—which | 
is assignable or allocable to this committee whose business it is to| 
concern itself with the Department of Defense ? 

Mr. Mier. Well, the best figure I can give you on that is just 
the total budget for that particular department. | 

Mr. Courtney. For that organization ? 

Mr. Mitter. Yes. 

Mr. Courtney. And that would be what ? 

Mr. Mitter. And that would total $14,296.71. And I have that 
broken down here, which I will be very glad to submit for the 
record. 

Mr. Héserr. I don’t think that would have to be broken down, Mr, 
Courtney. 

Mr. Courtney. No. 

Mr. Héserr. I would ask that you confine yourself to the participa- 
tion as related to the military department of the Government. And/ 
that is the committee that I think you said you had set up. 

Mr, Miter. That is right. 

Mr. Hésert. That is the one committee we are particularly in- 
terested in. 

Mr. Courtney. Now, with respect to the organization, that is the} 
group within your organization who prepare data for use of the 
organization and assemble material, statistics, and what have you, 
how large in dollars would you say that organization is? What is 
the budget for it ? 

Mr. Mituer. Well, Mr. Courtney, I don’t know how to give yous 
meaningful figure on that. We don’t allocate in any wise or dif 
ferentiate between the publications and assembling data as to the dif} 
ferent committees or departments. 

Mr. Courtney. No, but you did testify that this particular com: 
mittee would have access to this larger group. 

Mr. Miter. Yes. 

Mr. Courtney. And what was developed by it? | 

Mr. Miter. Yes, and that is the difficulty. I can give you a figur 
here for printing, postage, and that sort of thing, for this committee 
but that wouldn’t be meaningful at all. 

Mr. Courtney. I am not talking about that. I am talking abou 
the people who assemble the data that goes into these publications— 
learned people, if you will. 
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Mr. Mituer. Thank you, sir. 

Really—and I have given a good deal of thought trying to figure 
out how we could give you a meaningful figure on that. 

For example, in the law department we frequently analyze pro- 
posed regulations, and that sort of thing, and supply material on 
that. We make no allocation of how much time we spend on that, 
or what it costs us to do that. That is a staff job, and we go ahead 
and do it in response to requests from committee members, the com- 
mittee executive, the officers, or what have you. And the same is true 
with our research department, with our economic policy division, and 
all of the other divisions of the association. They ets together and 
no allocation is made there. 

Mr. Courtney. Just let us take the two, so we will have some idea 
of the resources upon which this committee could draw. 

Mr. Miuuer. Yes. 

Mr. Courtney. Let us take the legal division and the research 
division. What is your budget for each ? 

Mr. Miter. The budget for the law department in 1958 was $128,- 
414, and that is for five lawyers and three girls. 

Mr. Courtney. And now the research. 

Mr. Mitter. Well, that isn’t broken down particularly as research. 

Mr. Courtney. Well, how do youcarry it? 

Mr. Miter. The economic policy division and the research depart- 
ment and library here show a figure, a total budget figure of $144,- 
990. Now, again, that has no relationship, you understand, to the 
activities only of this committee. That covers the waterfront. 

Mr. Courtney. Well, we understand that definitely. But, never- 
theless, this is the source of supply from which the committee—upon 
which the committee could draw in both cases? 

Mr. Mitter. That is right. 

Mr. Courtney. To a greater or less extent as required ? 

Mr. Miter. That is right. 

Mr. Courtney. Have you taken any position with respect to any 
legislation in the present Congress? 

Mr. Miuuer. Yes. On renegotiation, I think, is the only one we 
have appeared on. That was the best I could dig up on short notice. 

Mr. Courtney. With respect to any bills now pending in the Con- 
gress relating to the Armed Services Procurement Act or the activi- 
ties of the Department of Defense? 

Mr. Miter. Not so far, I don’t believe—in fact, I am sure of that. 

Mr. Courtney. Now, coming back to the armed services procure- 
ment regulations, to which you said this committee addressed itself. 

Mr. Miter. Yes, sir. 

Mr. Courtney. Have you participated in the discussions having to 
do with a proposed or we hope final section 15 of the armed services 
procurement regulations ? 

Mr. Mitimr. Yes, sir; we have. 

Mr. Courtney. When I say “you,” of course I am referring to the 
association. 

Mr. Murer. That is right, yes, sir; we have. 

Mr. Courtney. You have participated as an organization and 
through this committee ? 

Mr. Miter. That is right. 
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Mr. Courtney. In all the conferences dealing with that subject? 
Mr. Miter. That is right. For the most part, at their request, 


And we have submitted written comments and views over a period of | 


time on that. They have been pending for some time. 

Mr. Courtney. And you have likewise kept your membership 
advised of the progress ? 

Mr. Mituer. To the best that we can, yes. 

Mr. Courtney. Or should I say the lack of progress ? 

Mr. Miter. That is one way of putting it. 

Mr. Courtney. Mr. Chairman, those are the questions that I had, 
with the breakdown which Mr. Miller has supplied, relating strictly to 
the activities of the association which are pertinent to the Department 
of Defense. 

(The NAM annual financial report is as follows :) 


NAM ANNUAL FINANCIAL REPORT 


REPORT OF INDEPENDENT AUDITORS 
New York, N.Y. 
Board of Directors, National Association of Manufacturers, of the United States 
of America, New York, N.Y.: 


We have examined the balance sheet of National Association of Manufacturers 
of the United States of America as of December 31, 1958, and the related sum- 
mary of income and expenses and unexpended balance of general fund for the 
year then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the account- 
ing records and such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the accompanying balance sheet and summary of income and 
expenses and unexpended balance of general fund present fairly the financial 
position of National Association of Manufacturers of the United States of 
America at December 31, 1958, and the results of its activities for the year then 


ended, in conformity with generally accepted accounting principles applied on a 


basis consistent with that of the preceding year. 
Ernst & BRNst. 
NEw York, N.Y., March 31, 1959. 


NATIONAL ASSOCIATION OF MANUFACTURERS OF THE UNITED STATES OF AMERICA 
Balance sheet, Dec. 31, 1958 


ASSETS 
a i $543, 741 
U.S. Government securities, at the lower of cost or principal amount, 
plus accrued interest (quoted market or redemption prices, 




















PD a a sik das hin butiw ikke adie’ 8, 583, 192 
Amounts receivable from members for dues, less allowance of $175,000. 205, 965 
Amounts receivable from employees and others__-_-.--_-__-__----._ 99, 582 
Advances to employees and others for expenses___.___.____________- 27, 058 
Inventories of materials and other prepared expenses_.____-_____-__. 87, 887 

EE OL Ee ee ee ee Are 4, 547, 435 
LIABILITIES 

Accounts payable and accrued expenses____...----.--_--_----- 110, 376 
Deferred income, unearned dues and sundry____--_----_-___________ 2, 380, 172 | 
General fund : | 
Operating reserve Vis RRO SE ET OAR EP ESS 1, 200, 000 
Unexpended balance 856, 877 | 





TD Se a a ee a ere Seay Are reap 4, 547, 425 
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summary of income and expenses and unexpended balance of general fund, 
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year ended Dec. 31, 1958 




















come : 

» Membership dues earned__.-.---- $5, 738, 254 
Subscriptions and other fees collected from nonmembers_-_---- 64, 605 
Interest earned on U.S. Government securities 100, 579 
Sundry ~ 70, 033 

Totelscvics lee so. dita, 5, 9738, 471 

Expenses: Expenses of program activities and general operations... 5, 926, 522 

Excess of income.__- 46, 949 

Unexpended balance of general fund: 

Balance at beginning of year = 809, 928 
Malance at ot Of FOR ie ~.6 <n pena <ene cere a~eP nen 856, 877 


Treasurer’s report of 1958 expenses, classified by activity 


A. PUBLIC INFORMATION ACTIVITIES 






































1. Executive planning and programing $98, 793 
© Literature for public distribution._........._.-. ~~~, 50, 913 

8. Radio and television—‘Industry on Parade,” “It’s Your Business” 
and network programing___--_-.---_-----_- 380, 838 
4, Press relations—Newspaper and magazine___-_ 88, 586 
5. Industrial press service and service for company publications_____ 114, 351 

6. Special services—Speakers’, women’s and clergy and industry pro- 
ee ee ee LF CEN NE SE) EP mE MER rm RINNE 132, 958 
7. Education department, school literature and HOBSO program___. 189, 280 

8. United business committee operations, film and literature sales, 
and miscellaneous film distribution___.__~--_ 52, 366 
9. Public affairs program ___-.~~~ — 62, 144 
Te SPIVIMLOnA) ANG TegiOnal OMCeS ©. 6k not k—nnnenensiebnacreesene 1, 262, 396 
Mute eG ae ed ey ... 2, 482, 625 

B. GENERAL SERVICES AND PROGRAM ACTIVITIES 
1. Law department_.___-_--_-- 1 128, 414 
em weehinetom OMebiuc se ee Le aoak 284, 651 
8. NAM News, Washington Bulletin, Review of Legal Developments. 96, 552 
4. Employee relations division___..-.-~- 108, 557 
5. Committee operations 7__._._._.________---_- 306, 172 
6. Officers, board of directors and secretary’s office_____._--_------ 213, 392 
7. General manager’s office and economic reporting service.__._..-_- 118, 341 
8. Interassociation cooperation and National Industrial Council..._.. 276, 458 
9. Economic policy division, research department and library_-.-~~- 144, 990 
10. Congress of industry, divisional and local member conferences... 123, 829 
Oe ee BO ie Se Le 1, 801, 356 
©. MEMBER RELATIONS 

1. Member development, member service and information 684, 022 


1Implementation of public relations, community activities, and local and State level 
operations: New York-New Jersey, Boston, Philadelphia, San Francisco, Los sage 
Beene, Atianta, Houston, Chicago, Minneapolis-St. Paul, St. Louis, Michigan-Qhio, 
urgh. 
2Taxation, Government economy, international relations, patents, industrial problems, 
marketing, conservation, nuclear energy, national defense, employee health and benefits, 
industrial relations, research, nominating. 
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D. GENERAL OPERATIONS 


1. Business management, treasurer’s office and accounting de- 




















0 an A, ee a ae oe $181, 936 

2. Purchases department, general office stationery and supplies___-__- 164, 604 
38. General insurance, rent, light, telephone and telegraph, construc- 

a INNO Oo tts cs ein ea ds chin taal mad ne ehiigem en canta ao 0k 242, 727 

4. Mailing and mimeograph, multilith and distribution services____-_ 157, 541 
5. Social security, Federal and State taxes, pension, hospitalization, 

major medical and group insurance____--_----__--------------- 261,711 

SS ee a a ee nee eS ae 1, 008, 519 

eee ae TT TY. te ee ee 5, 926, 522 


Complete report is available for inspection by NAM members on request to 
John C. Bosted, treasurer, at the headquarters of the association. 

Mr. Hépert. Mr. Hess? 

Mr. Hess. I have no questions. 

Mr. Héserr. Mr. Miller, you said you did participate in the renego- 
tiation legislation ? 

Mr. Mitier. That is right. We had a witness appear on the 
renegotiation legislation. 

Mr. Héserr. As related to the Defense Department ? 

Mr. Miter. What is that ? 

Mr. Hésert. That is related to the Defense Department? 

Mr. Miter. Yes, sir. 

Mr. Hézerr. What position did you organization take 

Mr. Mitirr. We have had a long-standing position in opposition to 
profit limitations of that sort, Mr. Chairman. 

Mr. Hészerr. You have had a long-standing opposition, did you | 
say ¢ 

Mr. Mitzer. Position of opposition to that; yes, sir. 

Mr. Héverr. To renegotiation ? 

Mr. Miter. To renegotiation ; yes, sir; as an association. 

Mr. Hézerr. To what extent did you go in promoting your views? 

Mr. Minter. Why, in the usual way. We prepare a statement and | 
have a witness to appear and present the views of the association. We 

ublicize those views in our regular publication, our weekly NAM 

ews, and that is the extent of it. 

Mr. Héserr. Do you in any way, directly or indirectly, attempt to 
contact Members of Congress ? 

Mr. Mixer. I would say only in connection with the hearings. 

Now, that doesn’t mean that some of our individual members ma 
not communicate with their Congressmen and Senators regarding this 
proposed legislation. But as far as the association itself is con- 
cerned our presentation is the formal presentation. 

Mr. Hészert. Well, do you urge members through your publications 
to contact Members of Congress? 

Mr. Mitter. On occasion; yes, sir. 

Mr. Héserr. Did you in the Renegotiation Act ? 

Mr. Miter. I can’t say for sure on that. I would rather assume | 
that we did, but it wasn’t—well, it wasn’t a big issue in the sense that | 


| 
| 


it was a real campaign, if I could put it that way. 
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Mr. Hézerr. Well, compared to other campaigns. 
Mr. Mutter. Well, as compared, for example, with our interests in 
ding labor legislation, I think you can see that there is a real dif- 

ence in interest there. 

Mr. Héserr. Well, you do make a very vigorous attempt to— 

Mr. Mitter. We do the best we can; yes, sir. It is quite deficient in 
many respects, but we do the best we can. 

Mr. H&ésert. Now, I assume—I will ask the direct question. I 
don’t know whether you can answer it. How many defense indus- 


tries, With particular reference to the airframe industry, are members 


of your organization ? 

Mr. Mintier. I wouldn’t have any idea, Mr. Chairman. I could 
check that, if you wanted it. 

Iam sure some of them are, but I wouldn’t have any idea of who 
they are or how many. 

Mr. Hézerr. Well, I would ask you to take the list of the 100 lead- 
ing defense contractors and check against your membership and 
inform the committee as to how many of them are members of NAM. 

Mr. Mirier. I will be very glad to do that, and submit it to the 
committee. 

Mr. Hérerr. And submit it to the committee. 

Mr. Miter. I will be glad to do that. 

NATIONAL ASSOCIATION OF MANUFACTURERS, 
Washington, D.C., August 12, 1959. 
Joun J. CourRTNEY, Esq., 
Special Counsel, Subcommitee for Special Investigations, House Office Building, 
Washington, D.C. 
DeaR Mr. CourtNEY: With further reference to my letter of August 7, 1959, I 


/ am enclosing some additional material which we agreed to submit for the record 


rg? 
nd 
Ve 


of your hearings. Enclosed is a list of NAM members of those shown among 
the 100 companies and their subsidiaries, which list you supplied to me. As 
you will note, we have listed these by the same number as on your list and, 
where appropriate, have indicated whether subsidiary companies are included 
as members. You will note that of the 239 parent companies and subsidiaries, 
86 of these are members of this association. 

Also, We were requested to submit any material which we had presented to the 
armed services, commenting on the ASPR regulations. As indicated at the 
time I testified, a number of these have been submitted over a period of several 
years. Enclosed are copies of these documents which I believe will indicate 
the broad general interest this association and its national defense committee 
has in matters of this kind. 

At the time of my appearance I was also requested to submit the names of 
any member or official of the Department of Defense to whom we had awarded 
any honorariums or furnished any honorariums during the past year. I have 
checked our records in this connection and find that no such honorariums were 
paid or furnished during the year 1958, 

As indicated, I believe this completes the material which we agreed to submit 
for the record and I trust you will find it adequate and appropriate in all 


' respects. 


With kind regards, I am, 
Sincerely, 
LAMBERT H. MILLER, General Counsel. 


List oF NAM MEMBERS AMONG 100 COMPANIES AND THEIR SUBSIDIARIES 


1. Boeing Airplane Co. 
2. General Dynamics Corp. 
8. General Electric Co. 
4. Lockheed Aircraft Corp. 
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5. North American Aviation, Inc. M 
6. Western Electric Co. r. 
7. Douglas Aircraft Co. fense 
8. Hughes Aircraft Co. how ? 
9. Martin Co. (The) Mr 
10. Sperry Rand Corp.—Vickers, Inc. ; ti 
11. International Business Machines Corp. stitutl 
12. Chrysler Corp. An 
14. United Aircraft Corp. a min 
15. Radio Corp. of America Mr. 
17. General Motors Corp. ‘ 
18. Raytheon Manufacturing Co. Boein, 
19. Westinghouse Electric Corp. any 
20. Northrop Corp. ae 
21. Bendix Aviation Corp.—Bendix-Westinghouse Automotive Air Brake Co, Mr 
22. Standard Oil Co. (New Jersey)—Carter Oil Co.; Esso Standard Oil Co, b 
Ethyl Corp.; Gilbert & Barker Manufacturing Co.; and Humble Oil & mem 
Refining Co. this s¢ 
23. General Tire & Rubber Co.—Aerojet General Corp.; Byers (A.M.) Co. hope t 
25. International Telephone & Telegraph Co. a 
26. Standard Oil Co. of California—Lincoln Oil Co. dollar: 
27. Bath Iron Works Corp. a saa 
29. Burroughs Corp. Mr. 
30. Goodyear Tire & Rubber Co. event. 
31. Aveo Manufacturing Corp. Mr. 
33. Texas Co. (The) Mr 
34. Minneapolis-Honeywell Regulator Co. , 
35. American Bosch Arma Corp. Mr. 
36. Collins Radio Co. Mr. . 
37. Bell Aircraft Corp.—Wheelabrator Corp. Mr. 
39. Thiokol Chemical Corp. Mr. . 
40. Soconoy Mobil Oil Co.—General Petroleum Corp.; Magnolia Petroleum Co, M or 
41. Shell Oil Co. ae 
42. Continental Motors Corp.—Wisconsin Motor Corp. Mr. | 
44. Thompson Ramo Wooldridge, Inc. Mr. - 
46. Philco Corp. Mr. } 
48. Cities Service Co. i M : 
50. Olin Mathieson Chemical Corp. mr. 
53. Bethelehem Steel Corp. from d 
54. Union Oil Co. of California Mr. 
56. Tidewater Oil Co. anv of | 
57. Garrett Corp. 
60. Merritt-Chapman & Scott Corp. _ ae 
61. White Motor Co. in the 
63. Firestone Tire & Rubber Co. they ps 
64. Food Machinery & Chemical Corp. individ 
66. Lear, Inc. Now 
67. General Precision Equipment Corp.—Kearfott Co., Inc. A 
68. Northern Ordnance, Inc. an acti 
69. Sylvania Electric Products, Inc. decisior 
70. Fairbanks, Morse & Co.—Pratt & Whitney Co. Mr. ! 
71. Marquardt Aircraft Co.—Cooper Development Corp. have th 
72. Temco Aircraft Corp. f 
73. Westinghouse Air Brake Co. tense Cc 
74. Hercules Powder Co. searche 
77. Sundstrand Machine Tool Co. meeting 
78. Cessna Aircraft Co. to a par 
80. Goodrich (B. F.) Co. Th 
84. Motorola, Inc. , at 
85. Defoe Shipbuilding Co. director 
89. Standard Oil Co. (Indiana) either a 
91. Eastman Kodak Co. further 
93. Richfield Oil Corp. St is ad 
95. Dupont (E.I.) De Nemours & Co. 18 ack 
97. Laboratory for Electronics, Inc. associat: 


98. DX Sunray Oil Co. 
100. American Machine & Foundry Co. 





fle 





RETIRED PERSONNEL IN DEFENSE INDUSTRY 297 


Mr. Hépserr. The dues or the moneys which came from these de- 
fense industries are members of your organization are determined 
how? Isita uniform 

Mr. Mitier. On a uniform schedule, that is set forth in our con- 
stitution and bylaws here, Mr. Chairman. 

And it is on a graduated scale, depending on the net worth, with 
a minimum of $100, and then it goes on up to a maximum. 

Mr. Héserr. Well, say, for instance, an airframe contractor like 
Boeing, with millions of dollars of defense contracts, and a com- 
pany which fought doubly ih iobiggae' J against the reenactment of the 
Renegotiation Act. For instance, what would their contribution be? 

Mr. Mitxer. I wouldn’t have any idea, Mr. Chairman. They are 
members, at least they were at one time. I think they still are. But 
this schedule of dues, I might say, is kind of an objective that we 
hope to achieve and normally we don’t achieve it. I might say that. 

Mr. Hépert. There is a lot of money in the kitty. five million 
dollars isn’t feed. 

Mr. Mitter. Oh. Well, as far as dues, there is a maximum in any 
event. 

Mr. Hésert. Oh, there is a maximum ? 

Mr. Mutter. Oh, yes. 

Mr. Héserr. What is the maximum? 

Mr. Minter. The maximum is $75,000. 

Mr. Hésert. $75,000? 

Mr. Miter. That is right. 

Mr. Héserr. Do you have many clients in the $75,000 bracket? 

Mr. Mitier. Not tomy knowledge; no, sir. 

Mr. Hézerr. That is for dues. 

Mr. Miter. That is for dues. 

Mr. Héverr. Now, what other moneys besides dues do you collect 
from defense industries ¢ 

Mr. Mitier. Well, that is it; we get no additional revenue from 
any of our members beyond that. 

Mr. Hénert. I wish—of course you will supply it to the committee, 
in the 100 leading defense contractors—you will supply the dues that 





_they pay, and it will be reflected in that report, as to how much each 


individual contractor does contribute, 

Now, you say that you opposed the Renegotiation Act. Was this 
an action—or by whose action was this taken? By a vote or by a 
decision of whom ? 

Mr. Mittrr. Oh, yes. The way we function, Mr. Chairman, is we 
have these 12 standing policy committees, of which the national de- 
fense committee is one. Now, they take a problem and it is re- 
searched and analyzed and prichesaey fh subcommittee and committee 
meetings, and then they will normally adopt a policy with regard 
toa particular problem, as they did in renegotiation. 

That policy will then be sent to the board, directly to the board of 
directors. There is no intervening step on that. The board will 
either accept it or reject it, or perhaps send it back to the committee for 
further study or something of that sort. But once it becomes—once 
it is adopted by the board then it becomes the official policy of the 
association. 
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All of those are published in a booklet. known as “Industry Believes” 
which—I thought I had a copy of it. Yes, like these [indicati i 
These are our published positions. And that is for the guidance of 





staff and for implementation of any activities that come along and 
bear on those particular problems. 

Mr. Hésert. Well, that would prevail in your defense committee! 

Mr. Mitirer. What is that? 

Mr. Héserr. For instance, in the defense committee that you have 
set up—I think you call it a defense committee ? 

Mr. Mitter. Yes, national defense committee. 

Mr. Hésert. Then the defense committee would make a decision 
and refer it to the board, and the board would either adopt it or dis. 
approve it? 

Mr. Mutter. That is right. 

Mr. Héserr. And that would become the policy of the committee} 

Mr. Miter. Yes. I might say that our committees are very large, 
We do that deliberately, to get as broad a cross section of the thinking 
of industry on these problems as possible. 

I am also happy to say that the attendance at these committee meet- 
ings is very good. So we feel it is representative, and we make every 
effort to make it as representative as possible. 

Mr. Hépert. Has your association taken any cognizance of the pre 
vailing practice of negotiating contracts instead of receiving bids m 
military contracts ? 

Mr. Mixer. I know that subject has been a matter of discussion in| 
the committee. Now whether they have formulated any formal vievs 
on that, or not, I can’t tell you right offhand. 

Mr. Héserr. But it is a matter of discussion ? 

Mr. Miter. Oh yes, it is a matter that has had very serious con 
sideration. 

Mr. Héserr. Now if after having arrived at a conclusion, if a con 
clusion is reached, what would be the procedure then of the committe, 
and the association? To attempt to inform Members of Congress, a 
do you attempt to go to the Defense Department and argue the point! 

Mr. Mitter. Well, I would assume that some sort of a policy posi- 
tion would be reached on that, and then in any appropriate way, 
whether it be through representations to the Defense Department, or 
whether it would be through—if there might be pending legislation, in 
any appropriate way we would make our views known on that. 

Mr. Hésertr. Do you frequently make your views known directly 
to the Department of Defense on these matters ? 

Mr. Miter. Well, frequently is a relative term, I guess. Largely 
at their request. We do have a number of meetings, yes. 
Mr. Hésertr. Do you meet—excuse me. Finish your statement. 

Mr. Mriiter. Well, we do have meetings and discuss these matter 
and, if appropriate, present written views and comments on whateve 
the problem seems to be. 

r. Hésert. Now, at the request of the Defense Department: Ya 
mean by that the Defense Department asks the National — 
of Manufacturers to give them their views on these subjects? 

Mr. Miter. I think they make an effort to consult with a 
many associations that are interested in these problems, to get 
broader view and a reaction. | 

| 
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Mr. Hepserr. Do you have any specific case in mind ? 

Mr. Mitter. No, except on the ASPR regulations. I believe they 
consulted rather widely on those, as they have gone by. 

Mr. Héserr. Neither side did a very good job there, I might say. 

Mr. Mitier. Apparently not. It has taken a long time. 

Mr. Héserr. What are your views on the ASPR regulations? 

Mr. Miter. Mr. Chairman, I just couldn’t comment on that, I am 
sorry. 

I could supply information on that. But I don’t have a detailed re- 
sponse on that at this point. 

Mr. Hésert. Well, I wish you would give us that. Because that is 
a very important facet of not only these hearings, but the concern of 
this committee. 

Mr. Miter. Very well, sir, I will be glad to submit whatever in- 
formation is available. 

(The material referred to is as follows:) 


NATIONAL ASSOCIATION OF MANUFACTURERS, 
New York, N.Y., January 30, 1958. 
Rear Adm. L. H. Tuomas, SC, USN, 
Staff Director, Purchasing and Constracting Policies Division, Office of Assistant 
Secretary of Defense (Supply and Logistics), The Pentagon, Washington, 
D.C. 


DeaR ADMIRAL THOMAS: In response to your invitation of December 23 we are 
pleased to submit comments with respect to proposed contract clauses for cost 
reimbursement type research and development contracts, section VII, part 4. 

Pursuant to customary practice the proposed section VII, part 4, ASPR, has 
been submitted to the more than 200 members of NAM’s government contracts 
committee. The attached comments represent the views of that committee. 

The Department of Defense should be commended for their preparation of the 
proposed section VII, part 4, ASPR. Nevertheless, we feel that there should 
be more indication of policy for the guidance of the contracting officer so that 
he would have an understanding of the philosophy behind the regulations and 
thereby be better able to cope with problems as they arise. 

Should you wish further details with respect to the committee’s consideration 
of this section, please do not hesitate to call on us. 

Yours very truly, 
GeorceE P. F. SmitTH, 
Chairman, NAM Government Contracts Committee. 


COMMENTS OF THE GOVERNMENT CONTRACTS COMMITTEE OF THE NATIONAL 
ASSOCIATION OF MANUFACTURERS ON PROPOSED ASPR, Section VII, Part 4 


7—403.2 LIMITATION OF COST 


We recommend the continued use of the contract clause in ASPR 7—203.3 with 
respect to the 30-day and 85 percent of the total estimated cost requirement. This 
limitation is considered appropriate for supply type contracts and in fact has 
been utilized satisfactorily heretofore for research and development contracts. 
Therefore, we do not believe it proper to make the suggested change in this 
regard. 


7403.3 ALLOWABLE COST, FIXED FEE, AND PAYMENT 


Paragraph (d) permits percentages and amounts to be varied in accordance 
with departmental procedures. We do not believe that this permission should 
be granted for the following reasons: 

1. There has been no showing that the departments should be permitted to 
vary one from another in this respect. 

2. Any variations that exist can only create problems for the contractor since 
he cannot assume that all of his research and development contracts are sub- 
stantially on the same basis. 
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Paragraph (e)—Change reference to ASPR 7-403.7 to read ‘“7-400.8.” 

Paragraphs (f) and (g), the provision to withhold from the contractor the 
final payment, to which he is otherwise entitled, in order to compel him to give 
a release, should be eliminated. If processing for final payment were prompt and 
entirely within the control of a contractor, the burden would not be too great, 
But since clearances for final settlement also depend upon subcontractor prob. 
lems, as well as certain delays often encountered as a result of the Government's 
conduct, any contractor heavily engaged in defense business can become seriously 
burdened with an unreimbursed cost load. This is particularly true as the 
provisions of ASPR XV fail to recognize interest as a cost element. 


7-403.5 INSPECTION AND CORRECTION OF DEFECTS (&) THROUGH (g) 


We do not believe that the use of practices and principles similar to those 
applicable to cost reimbursement type supply contracts, as contemplated by this 
paragraph, are appropriate for research and development contracts. The very 
nature of research and development work is such that guarantees against pos. 
sible failure to perform cannot be given, and the penalties on failure to correct 
or replace are inappropriate in research and development work. It is therefore 
recommended that this entire section 7-403.5 (a) through (g) be set aside in 
favor of the clause suggested under 7-403.6. 


7-403.6 INSPECTION ALTERNATE 


We recommend 7-403.6 as the applicable inspection clause, replacing in its 
entirety 7-403.5 (a) through (g) with the possible addition of proposed clause 
(c) of 7-403.5 relating the fraud. If this is done, the last sentence of such 
clause (c) should be eliminated. The reason-to-believe standard seems rather 
broad, considering that it may constitute ground for the imposition of fraud, bad 
faith, or willful misconduct penalties by reason of the unintentional or non- 
willful selection or retention of an unqualified person. 


7-403.9 SUBCONTRACTS 


We recommend the addition of a new paragraph (f) as follows: 
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(f) The contracting officer may approve all or any part of the contractor's | 


purchasing system and from time to time rescind or reinstate such approval. 
Such approval shall be deemed to fulfill the requirements for advance notifica- 
tion and for obtaining the contracting officer’s consent to subcontracts as pre 
scribed in paragraph (b) above. 

The above paragraph makes it possible for a medium sized or large contractor 
to carry on efficient negotiations with subcontractors and vendors and remain 
within both the intent of the ASPR clause and the cognizance of the contracting 
officer. Adoption of the suggested paragraph could serve to reduce the burden 
of obtaining approvals for individual purchase orders while affording the 
Government all necessary protection. 

This paragraph has been approved for use by the Air Force as an alteration 
to DD Form 748 of December 1, 1953. 


7-—403.21 PATENT RIGHTS 


Comments on this section relate only to paragraph (e) of ASPR 9-1071 
(foreign rights). It is recommended that this paragraph be changed to read as 
follows: 

“Paragraph (e), clause B-2: 

“(e) The contractor, or those deriving rights from the contractor, shall have 
the exclusive’ right to file applications on subject inventions in each foreign 


country within (1) 9 months from the date a corresponding U.S. application is | 


filed, or (2) 6 months from the date permission is granted to file foreign appli- 


eations where such filing had been prohibited for security reasons, or (3) such | 


longer period as may be approved by the contracting officer. The contractor 
shall, upon written request of the contracting officer, convey to the Government 


the contractor’s entire right, title, and interest in each subject invention in each | 


1These additions are based on the recommendations of NAM’s patents committee f | 
accordance with our letter to Adm. L. H. Thomas, SC, USN, dated June 30, 1955, signed 


Fred B. Foulk. 
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foreign country in which a foreign application has not been filed within the time 
above specified, subject to the limitations of paragraph (b)(3) above and to 
the reservation of a nonexclusive and royalty-free license to the contractor (and 
to its existing and future associated and affiliated companies, if any, within 
the corporate structure of which the contractor is a part) together with the 
right of the contractor to grant sublicenses to existing and future licensees, which 
license and right’ shall be assignable to the successor of that part of the con- 
tractor’s business to which the subject invention pertains, provided, however, 
that the contracting officer shall not request conveyance of foreign rights in any 
subject invention for any foreign country in which an application has not been 
filed by contractor within the time above specified unless the Government has 
prepared and specifies that it will file a patent application in the foreign country 
for which the conveyance of foreign rights are requested.” 

That portion of the above paragraph reading to the word “provided” Closely 
approximates the clause (e) revision circulated by the Department of Defense 


| for industry comment last June. We agree with this proposal but recommend 


uddition of the portion beginning with the word “provided.” This addition is 
considered necessary, since it is felt that even if a contractor does not exercise 
its option to file a patent application in any particular foreign country, the 
Government should not request an assignment of patent rights in such a case 
unless it has prepared and specifies that it will file a patent application in such 
country. 

4 7—403.22 REPRODUCTION AND USE OF TECHNICAL DATA 


It is recommended that the following additional sentence be included in this 
clause : 

“The right is reserved by both parties hereto to negotiate, in individual cases 
and where special circumstances exist, a substitute clause covering the subject of 
reproduction and use of technical data, provided, however, that such substitute 
clause shall be subject to approval in accordance with —--———— procedures, and 
no advance approval is implied from the use of this provision.” 

We consider this to be significant since the proposed clause does not, in our view, 
adequately protect a contractor in the safeguarding of proprietary information. 
The recommended language addition, allowing negotiation of a mutually aecept- 
able clause, provides this necessary protection. 


7-403.23 COPYRIGHT 


The same recommendation is made with respect to this clause as with 7—403.22 
above and for the same reason. 


7-—404.5 RENEGOTIATION 


At the end of paragraph (b) we recommend changing the period to a comma 
and the addition of the following words: “except any subcontracts of a class or 
type described in section 106(a) of the Renegotiation Act of 1951.” 

This change would bring the suggested ASPR into conformance with the 
present clause which the services have been using. 


7-—404.7 EXCUSABLE DELAYS 


(b) We recommend modification of the introductory sentence so as to eliminate 
the words “in accordance with departmental procedures.” The inclusion or ex- 
clusion of the proposed clause (b) should be uniform. 

Furthermore, in such clause (b) we believe the words toward the end of the 
first sentence, “the anticipated default,’ should be eliminated and substitute 
therefor the words “such inability.” Technical impracticability should not, in 
our view, be considered as a default nor should it be so termed. 


7—404.8 MILITARY SECURITY REQUIREMENTS 


In the fifth line the words “and (ii) and the case of contracts” should read 
“and (ii) in the case of contracts.” 


44112—59———_20 
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7-405.6 BILL OF MATERIALS 
Reference is made to ASPR 7—105.7 which should be 7—105.6. 
7—-405.7 NEW FEATURES OF DESIGN 


This provision appears to us to be unnecessary and superfluous. ASPR 9-107 


which appears as 7-403.21—patent rights—of the proposed ASPR, obligates the | 


contractor to make written disclosure to the contracting officer of each Subject 
invention. The term subject invention is defined as “any invention, improvement 
or discovery (whether or not patentable) conceived or first actually reduced to 
practice” in the course of performance of the contract. This clause would appear 
to make sufficient provision for furnishing the Government with information to 
which it is rightfully entitled. 


7—405.8 REPORTS OF WORK 


In our view, this clause is subject to varying interpretations, seems ambiguous, 
and therefore subject to abuse. Furthermore, we understand that it is ens. 
tomary for research and development contract schedules to set forth the reports 
or other data to be furnished. It is believed that this procedure is proper and 
that contractors should not be required to submit additional data at the discretion 
of the contracting officer. It is recommended that if such a clause is considered 
necessary, it be worded somewhat as follows: 

“The contractor shall submit reports, working drawings, and other data, mak. 
ing full disclosure of work done and the results thereof, in the manner, at the 
times, and to the extent set forth in the schedule. 

“In the above clause the words ‘contract, schedule, or task order’ may be sub 
stituted for the word ‘schedule,’ as appropriate.” 


NATIONAL ASSOCIATION OF MANUFACTURERS, 
New York, N.Y., February 7, 1956. 
Rear Adm. L. H. THomas, SC, USN, 
Staff Director, Purchasing and Contracting Policies Division, 
Office of the Assistant Secretary of Defense (Supply and Logistics), [ 
The Pentagon, Washington, D.C. 

DeaR ARMIRAL THOMAS: This has reference to your letter of December at) 
1955, inviting the association to comment with respect to a clause proposei 
for inclusion in part 2, section VII of ASPR, providing for incentive revision 
of fee under cost-reimbursement type supply contracts. 

We submitted this matter to the more than 200 members of NAM’s Govern 
ment Contracts Committee for review. The attached comments represent the 
views of the committee. 

We appreciate the opportunity afforded us to make suggestions regarding 
this proposal and hope that our comments will be of assistance to you in the 
preparation of the finalized provision. 

Sincerely yours, 
GeorGce P. F. SMITH, 
Chairman, NAM’s Government Contracts Committee. 


COMMENTS OF NAM’s GOVERNMENT CONTRACTS COMMITTEE ON INCENTIVE-REVW 
SION-OF-FEE CLAUSE PROPOSED FOR SECTION VII, PART 2 or ASPR 


GENERAL COMMENTS 


It is our understanding that the suggested clause would provide an alternat 
method or arriving at fees to be paid under cost-reimbursement type suppl! 
contracts. Thus ASPR section 7—203.4 would, if revised, contains the new clau® 
“allowable cost, incentive fee, and payment” as well as the existing provisia 
“allowable cost, fixed fee and payment.” 

The proposed clause serves to update ASPR and where properly utilized ani 
administered, could result in reduced costs to the Government while providi 
contractors with an incentive to strive for even lower costs. It does n0 
however, appear to afford contracting officers with adequate standards for guilt’ 
ance in determining the nature of contracts wherein such clause should he 
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employed. By the same token, the purpose of this proposal could be defeated 
unless adequate flexibility is permitted in its administration. 

One of the basic factors underlying the use of a cost-reimbursement type con- 
tract is the financial protection afforded contractors in those cases where the 
equipment involved, due to its complex nature of indeterminable features, 
renders an accurate cost estimate impracticable. Hence if the amount of fee 
ultimately payable to the contractor is predicated solely on the accuracy of 
his original cost estimates, one of the reasons for the employment of this type 
of contract may be defeated. 

It would also appear desirable to provide adequate flexibility in the admin- 
istration of the proposed clause. The principle of increase or decrease in fee, 
ranging from a maximum to a minimum, each equidistant from the target fee, 
is presumably fair under normal circumstances. On the other hand, it would 
appear proper to grant some form of protection against a decrease in fee where 
the target cost is increased due to unforseeable conditions or to conditions beyond 
the control of the contractor. Under such unusual circumstances, an increase 
in target cost would presumably be reimbursed but the contractor would still 
suffer by a reduction in fee. A situation of this kind might arise from action 
of the Government in modifying contract specifications. 

We would thus recommend that consideration be given to amending the pro- 
posed clause to permit negotiation of a modified fee where a cost overrun results 
from factors beyond the control of the contractor. 

Finally, it seems to us that the effectiveness of the incentive provision may 
well be minimized due to the present limitations on fees provided for in 
ASPR 3-404.3(c). In the practical operation of the incentive principle, the 
target fee must necessarily be set at a point sufficiently lower than the present 
maximum of 7 percent of estimated cost, to permit application of the incentive 
scale. Thus unless the target cost of an incentive fee contract can be negotiated 
at a higher figure than that at which the estimated cost would have been set. 
had the same contract been negotiated on a fixed-fee basis, the contractor must 
attain the absolute peak of efficiency to achieve a fee equal to that which would 
be guaranteed under a fixed-fee contract. 

In addition to the foregoing, we should also like to offer three specific com- 
ments for your consideration. 


SPECIFIC COMMENTS 
I, Paragraph (c), page 1 

We suggest that the words “minimum incentive fee,” appearing in the sixth 
line of this clause be changed to read “target incentive fee.” 

According to the definition, the target incentive fee would normally be midway 
between the minimum incentive fee and the maximum incentive fee. Hence, it 
would seem more equitable if fee withholding was commenced after payment 
of 85 percent of the target incentive fee rather than after payment of 85 percent 
of the minimum incentive fee. 

II, Paragraph (j), page 4 

Due to subcontractor problems and existing accounting systems, certain manu- 
facturers would encounter difficulty in determining final costs within the 90 
days prescribed after completion of a contract. Thus it is suggested that the 


contracting officer be authorized to permit a longer period where circumstances 
warrant such action. 


IIT. Paragraph (c) (1), page 4 

We recommend the elimination of this clause in its entirety. Thus the 
words “the contracting officer” would be inserted in the appropriate clauses in 
the spaces designated by an asterisk. 

For some time our committee has urged that contracting officers make deter- 
minations of the character referred to and we have been at some pains to 
emphasize that the role of the auditor in the case of all departments be advisory 
rather than supervisory. 





CoMMENTS OF NAM’s GOVERNMENT CONTRACTS COMMITTEE ON PRICE ESCALATION 
(LABOR AND MATERIALS) PROPOSED FOR SECTION VII, Part 1 or ASPR 


The board of directors of the National Association of Manufacturers has 
adopted a policy position, with respect to Government contract pricing, that 
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firm fixed-price contracting is the preferred way of doing business and should 
be used to the fullest extent practicable. 

In our view, the use of price escalation clauses in fixed-price contracts tends 
to defeat their purpose by narrowing the distinction between such contracts 
and those providing for reimbursement of costs. Thus, if a clause such as the 
one now proposed is employed at all, we strongly urge that it be given very 
limited application. In the event the Defense Department determines that 
unusual circumstances warrant the use of such a clause, we recommend that it 
be clarified and revised extensively so as to avoid confusion and undue hard- 
ship on the part of both contractors and contracting officers. In our view, this 
clause in its present form is unrealistic and unworkable. 

Thus we submit the following general and specific comments which we hope 
will be of assistance to the Defense Department in its consideration of this 
matter : 

GENERAL COMMENTS 


The material forwarded to us does not disclose the applicability of this pro- 
posed provision, except that it would be used in fixed-price supply contracts, 
advertised, and negotiated. Hence, we suggest, in the interest of efficient and 
economical. contract administration, that it only be employed in contracts 
involving protracted delivery schedules. Moreover, since ASPR 7-106 contains 
escalation clauses covering certain basic specified materials and products, ag 
well as standard and semistandard supplies, the proposed clause presumably 
would be utilized solely for noncommercial military items. Even under the most 
favorable circumstances, however, this clause might prove inequitable, burden- 
some, and unworkable. For instance, paragraph (a) by requiring a detailed 
listing of the types of labor as well as material and the quantities and units of 
measure, rates of pay, and material prices per unit seems to ignore the use of 
a standard cost system and would thus entail, on the part of a manufacturer 
whose accounting is on that basis, a considerable additional clerical and ae. 
counting burden, not only in the original establishment of such lists but in the 
determination of differences arising in the performance of a contract. Further- 
more, where contract modifications change both the type and quantity of material 
and labor involved, a situation could readily develop where the schedule is in a 
constant state of vacillation. This, coupled with the necessity of keeping labor 
rates and material prices current, would result in many instances in the delayed 
availability of actual contract prices. 


SPECIFIC COMMENTS 


The following specific comments are identified in accordance with the lettering 
and numbering used in the proposed clause. 


Paragraph (a) 

This provision requiring that material costs be specified would prove extremely 
burdensome to many contractors, particularly if individual components and 
types of material had to be listed and priced. This burden could be lessened if 
classes of material could be grouped together in some appropriate manner. 


Paragraph (db) 

In the first sentence, adjustments would be permitted solely in instances when 
the contractor “is required” to pay increased rates of pay for labor. This 
might be construed as ruling out voluntary pay increases, upgrading on par- 
ticular jobs, and merit increases. Hence, we suggest the substitution of the 
word “shall” for the words “is required to.” 

Also in this sentence the words “rates of pay for labor” should be clarified in 
order to avoid misunderstanding as to precisely what is covered. For instance, 
it should be made clear that so-called fringe benefits representing a substantial 
percentage of labor costs would be allowable. In addition, a new collective bar- 
gaining agreement with labor rate increases is often finalized some time after 
the prior agreement has expired and the increased rates made retroactive. 
Meanwhile, units will have been delivered for which no adjustment could be made 
under the language now employed. We feel that this clause should make provi- 
sion for a proper allowance under such circumstances. 

It should also be made clear that the salaries of clerical, supervisory, and other 
similar classes of employees are subject to adjustment. 

In addition, the phrase “prices of material” requires further clarification since 
it is not clear whether “material” embodies fabricated and semifabricated com- 
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nents and other “indirect” items or whether it is restricted to raw materials. 

Finally, we recommend that provision be made to cover instances where a 
contractor finds it necessary or desirable to purchase materials from a source 
of supply other than the one originally contemplated, at a higher price than 
specified in the original schedule. 

The second sentence, by restricting adjustments to “undelivered units whose 
cost of production is actually affected,” may create serious administrative bur- 
dens since it apparently assumes that every component part of an end product 
is being run in uniform quantities and completed at approximately the same 
time. Furthermore, the language “shall reflect consideration for materials on 
hand” appears cryptic. We believe it desirable to clarify this phrase so as to 
make clear what adjustments, upward and/or downward, are covered on rising 
and declining markets where adequate inventory is on hand to complete units 
covered by the contract. For instance, this provision might be construed as re- 
quiring a contractor to use exclusively for Government contracts inventory 
purchased at a favorable price. 


Paragraph (c) 

The 20-day period herein provided would not give contractors adequate time to 
compile the information required. It is thus recommended that this period be 
extended considerably or that the following change be made: “Not later than 20 
days, or such other period as may be mutually agreed upon * * *.” 

In the third sentence, the supporting data to be furnished should only be that 
which conforms to the contractor’s regular accounting practice. Further, the 
word “required” should be deleted, since this makes the provision too all-inclusive 
and could be interpreted as meaning that data other than that relating to the 
adjustment must be furnished. 

In the last sentence beginning on page 2, it is noted that the Government is 
given an indefinite period in which to make downward adjustments, which the 
contractor may have overlooked, whereas as now written the contractor is only 
permitted 20 days to request an upward adjustment. This hardly seems 
equitable. 

The last sentence of this paragraph, on page 3, places no time limit on exami- 
nation of the contractor’s records and may, as presently phrased, permit more 
extensive review than required. We thus recommend the following as a substi- 
tute for such sentence: 

“The contracting officer or any person authorized by him may, until the ex- 
piration of 3 years after final payment on this contract, examine any or all of 
the contractor’s records and any other supporting data directly pertinent to the 
labor and material costs, upon which claim for price adjustment is based.” 
Paragraph (dad) 

It is noted that an asterisk appears after the 10-and 3-percent limitations 
(clauses (3) and (6)) with no footnote indicating its significance. We under- 
stand that these percentages are “subject to administrative determination.” 
Be that as it imay, such percentages will doubtless be considered as the ‘“maxi- 
mum” to be applied. It is noted for instance, that the 10-percent figure is used 
as the absolute ceiling in the escalation clauses in ASPR 7-106.1, 7—106.3, and 
T-106.4. 

This 10-percent figure, represented as being the maximum, will, if past ex- 
perience is any indicator, prove to be well above the percentage established by 
administrative determination and is thus extremely objectionable to our 
membership. 

Clause (3).—In addition to tthe foregoing, it does not seem equitable to 
stipulate a maximum on increases without applying an equal limitation on de- 
creases. We feel that the extent of price variations should either be unlimited 
in either direction or limited to the same extent of upward or downward price 
change. In any event, we believe it would be more realistic to negotiate the 
percentage limitations on a contract basis rather than to attempt to establish 
arbitrary limitations. 

Clauses (4) and (5).—The intent of these provisions is not altogether clear. 
We assume, however, that they refer to agencies such as the former Wage 
Stabilization Board and Office of Price Stabilization. The scope of these 


, clauses should be confined to that type of agency and not permitted to embody 


“any authorized agency.” Moreover, it should be made clear that this language 


' isnot to be construed to mean the maximum rates or prices paid by Government 


agencies performing similar work. 
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Clause (6).—Although it appears reasonable to establish a “floor” to preclude 
insignificant price adjustments, we do not believe 3 percent “of the total con- 
tract price” is equitable for application to all contracts. In many cases some. (a) 
thing less than 3 percent could be a significant amount of money. Here again contrat 
it would appear more desirable to resolve this percentage on a contract negotia- | increas 
tion basis. tractor 

We are also concerned over the application of this clause in relation to the | require 
20-day limitation on submission of requests for increases since it appears that | jpdicat 
“accumulated” increases amounting to 3 percent would not qualify for an | pay or) 
adjustment, or, if they do so qualify, such increases must occur and be reported |" (b) . 
within 20 days. ' the cor 

It should be emphasized that it is the cumulative effect of small, but frequent, | which : 
price changes that a contractor must guard against especially on long-term } the cor 
contracts. Thus, unless such “accumulated” increases, over extended periods of | tract u 
time, are subject to price adjustment, this clause would certainly work an | the pro 





extreme hardship on many contractors. | shall ay 
| affectec 
in the 
NATIONAL ASSOCIATION OF MANUFACTURERS, attache 
New York, N.Y., March 2, 1956. work it 
Rear Adm. L. H. THomas, SC, USN, ment sl 


Staff Director, Purchasing and Contracting Policies Division, Office of the Ag- | contrac 


sistant Secretary of Defense (Supply and Logistics), The Pentagon, Wash- Howeve 
ington, D.C. materia 
DEAR ADMIRAL THOMAS: With respect to your letter of February 27 inviting date of 
the association to comment on a contract clause for insertion in fixed-price type — 
supply contracts relating to price escalation based upon cost of labor and ma- — 
terials, please be advised that this matter has been referred to the chairman of - ae 


NAM’s Government contracts committee, Mr. George P. F. Smith. hedul 
In the near future a copy of the draft for inclusion in ASPR 7-106 will be te) d 





forwarded to the more than 200 members of our Government contracts com- : 
mittee. At that time we shall request their comments with respect to this clause, pe 
and prior to April 1, 1956, we shall be pleased to submit our written comments raph ( 
and recommendations. a 
We appreciate the opportunity afforded us with respect to this matter. claimed 
Sincerely yours, Upon th 
S. L. GotpsMITH, Jr., ang 
Committee Executive, Government Contracts Committee. 7 
adjustm 
rates of 
attached 
OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, | cauoneh 
(Suppty AND LoGISTICs), this con 
Washington, D.C., February 27, 1956. the cont 
Mr. 8. L. GotpsmirH, Jr., which th 
National Association of Manufacturers, the date 
New York, N.Y. ' tract rat 


Dear Mr. GotpsmMiItH: The Armed Services Procurement Regulation Commit-_ the final 
tee has recently approved a contract clause for insertion in fixed-price type sup and a 
ply contracts relating to price escalation based upon cost of labor and ma- lished pr 


terials. as requir 
We intend to publish this clause in ASPR 7-106 for use on a uniform basis With the 
throughout the Department of Defense. to the eff 


A copy of the approved draft of the subject clause is forwarded to you here authorize 
with, in accordance with our policy of soliciting comments and suggestions | ther si 
from industry in advance of publication with respect to regulations which may “aim for 
have a significant effect upon the Government contracts of your member, (4d) Pi 


firms. during tl 
It would be appreciated if you would examine the attached proposal and this claus 
oblige us with your written comments and recommendations by April 1,) (1 
1956. | of lal 
Thank you for your courtesy and cooperation in this matter. (2) 
Sincerely yours, ' in th 

L. H. Tuomas, in the 

Rear Admiral, SC, USN, (3) 


Staff Director, Purchasing and Contracting Policies Division. | 10pe 
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PRICE ESCALATION (LABOR AND MATERIALS) 


(a) The contractor represents and warrants that the prices set forth in this 
contract do not include any contingency allowance to cover the possibility of 
increased costs of performance resulting from increases in either (1) the con- 
tractor’s rates of pay for labor or, (2) the prices which the contractor is 
required to pay for material, as set forth in the attached schedule, which 
indicates types of labor or material, quantities and units of measure, rates of 

y or material prices per unit of measure. 

(b) In the event that at any time during the performance of this contract 
the contractor is required to pay rates of pay for labor or prices for material 
which are greater or less than the rates of pay or material prices upon which 
the contract unit price is based as set forth in the attached schedule, the con- 


| tract unit price may be adjusted upward or downward in accordance with 
the provisions of paragraph (c) below. Such adjustment in contract unit prices 


shall apply only to those undelivered units whose cost of production is actually 


| affected by the changes in rates of pay for labor or prices paid for material used 


As- 
ash- 
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type 
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1 be | 
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18, 
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6. 


in the performance of this contract which differ from those specified in the 
attached schedule and shall reflect consideration for materials on hand and 
work in process at the time of any such change. The amount of such adjust- 
ment shall be determined by mutual agreement between the contractor and the 
contracting officer in accordance with the provisions of paragraph (c) below. 
However, no adjustment for any change in rates of pay for labor or prices for 
material shall apply to those units delivery of which is delinquent as of the 
date of any such change unless the contractor’s failure to deliver supplies in 
accordance with the contract delivery schedule results from causes beyond the 
control and without the fault or negligence of the contractor, within the mean- 
ing of paragraph (0) of the clause of this contract entitled “Default,” in which 
case the contract shall be amended to make an equitable extension of the delivery 
schedule. 

(c) Not later than 20 days after the contractor is required to pay rates of pay 
or prices for material differing from those specified in the attached schedule, 
and in an amount sufficient to warrant the adjustment referred to in para- 
graph (d)(6) hereof, the contractor shall notify the contracting officer. Such 
notification shall include supporting cost data adequate to substantiate the 
claimed adjustment and be signed by a responsible official of the contractor. 
Upon the basis of such notification and cost data, and such other pertinent in- 
formation as may be available to or required by the contracting officer, a price 
adjustment to reflect the increase or decrease in costs occasioned by changes in 
rates of pay for labor or prices paid for material from those specified in the 
attached schedule shall be determined by mutual agreement between the 
contractor and the contracting officer and shall be set forth in an amendment to 
this contract. The contractor shall certify on each invoice submitted under 
the contract that each unit price stated therein reflects all decreases, if any, 
which the contractor has made in the established price applicable thereto, since 
the date set for Gpening of bids (or the contract date, if this is a negotiated con- 


' tract rather than one entered into by formal advertising), or shall certify on 


amit- 
sup 
ma- 


basis 


here 
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may 
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and 
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the final invoice that all such decreases have been applied to supplies delivered 
on and after the effective date of each such decrease in the contractor’s estab- 
lished prices. In the event that the contractor fails to give notice of any decrease 
as required herein, a downward adjustment shall be later effected in accordance 
with the provisions of this clause with respect to the units delivered subsequent 
to the effective date of any such decrease. The contracting officer or any person 
authorized by him may examine any or all of the contractor’s records and any 
other supporting data, relating to the labor and material costs, upon which 
claim for price adjustment is based. 

(d) Price adjustments may be agreed upon at any time and from time to time 
during the performance of this contract in accordance with the provisions of 
this clause. In no event, however, shall any price adjustment be made— 

(1) for any increases or decreases in costs other than those for the types 
of labor and material specified in the attached schedule. 

(2) for increased or decreased costs resulting from quantitative changes 
in the number of hours of labor or in the quantities of materials specified 
in the attached schedule. 

(3) For increases or accumulated increases in unit prices in excess of 
10 percent * of the original contract unit price. 
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{ 
(4) For rates of pay for labor in excess of maximum rates establisheq 


by any authorized Government agency. 
(5) For prices paid for material in excess of maximum prices establisheg 
by any authorized Government Agency. 
(6) For a change or changes in rates of pay or prices for material which 
would not amount to at least 3 percent * of the total contract price, ag of 
the last such change to be reflected in the price adjustment. 

(e) Pending a determination of any price adjustment under this clause the | 
contractor shall continue deliveries hereunder at the current contract price, | 
Failure of the parties to agree upon a price adjustment pursuant to the proyj- 
sions of this clause shall be deemed to be a dispute as to a question of fact within 
the meaning of the clause of this contract entitled “Disputes.” 


NATIONAL ASSOCIATION OF MANUFACTURERS, 
New York, N.Y., April 23, 1956. 
Rear Adm. L. H. THomas, SC, USN, 
Staff Director, Purchasing and Contracting Policies Division, 
Office of the Assistant Secretary of Defense (Supply and Logistics), 
The Pentagon, Washington, D.C. 

Deak ADMIRAL THOMAS: In response to your invitation of March 13, 1956, 
we are pleased to submit the comments of NAM’s Government contracts commit. 
tee with respect to clauses proposed for ASPR section VII, Part 3: “Fixed Price 
Research and Development Contracts.” 

We appreciate the opportunity afforded us to offer suggestions regarding this 
ASPR proposal and trust that our views will be of assistance to you in the 
preparation of the finalized clauses. 

Sincerely yours, 
GerorcE P. F. Smita, 
Chairman, NAM’s Government Contracts Committee, 


COMMENTS OF THE GOVERNMENT CONTRACTS COMMITTEE OF THE NATIONAL ASSOCI- 
TION OF MANUFACTURERS ON PROPOSED ASPR Secrion VII, PArt 3, F1xep-Pric 
RESEARCH AND DEVELOPMENT CONTRACTS 


GENERAL COMMENTS 


As in the case of other recent ASPR proposals, the present one suffers from th 
lack of an explanatory statement indicating its intended area of utilization 
We recognize, of course, that good and sufficient reasons doubtless exist for the 
use of fixed-price research and development contracts. We feel, however, that the 
very nature of research and development precludes the use of such contracts 
except under unusual circumstances. Accordingly, we strongly urge that fixed. 
price research and development contracts be given a very limited application 
It is also recommended that instructions be issued at the time of release of 
the finalized clauses explaining their intended use. Such instructions would 
be of equal importance to both contractors and the Government by insuring that 
technological advances are not disturbed by the misapplication of this contractual 
tool. 

Finally, we believe that industry’s comments would be expedited and of a more 
comprehensive nature if future ASPR proposals and revisions included informa- 
tion disclosing probable utilization and reasons for their adoption. 





SPECIFIC COMMENTS 


The following specific comments are identified in accordance with the letter, 
ing and numbering used in the proposed provisions. 


7-3038.2 Inspection 

It is noted that the word “work” is used in numerous places throughout 
this and the alternate clause. It is not clear, however, whether “work” refer 
to “end items” or “actions” and “processes” used to accomplish the end result 
Hence, we suggest that the meaning of such word be clarified so as to avoid aly 
misunderstanding as to its scope and application. 

It also appears desirable to add the words “material and workmanship’ 
immediately following the world “defective” so as to remove any doubt as t 
the contractor's responsibility in this regard. 
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4-303.2 (Cc) 

The third sentence states that all inspections and tests by the Government 
are to be performed so as not to unduly delay the work. It does not, however, 
make provision for a time extension resulting from any such delay. We feel that 
provision should be made for extending the time schedules where delays are 
caused by Government inspection and tests. This would merely relieve the con- 
tractor of responsibility for meeting a completion date that has been made im- 
possible by reason of Government action. 

A more serious problem arises in connection with the last sentence of this clause 
whereby the Government is granted an unlimited period in which to inspect and 
accept, or reject the work under the contract. This places the contractor in 
the precarious position of carrying responsibility for completed work until such 
time as the Government sees fit to take final action. It would appear more 
equitable to place a limitation, of say 90 days, on the period within which the 
Government may accept or reject. Under such a provision where the Govern- 
ment fails to either accept or reject within that period, the contractor could 
assume that the work has been accepted. Such a change would also eliminate 
the objectionable phrase “nor impose liability on the Government,” which in any 
event seems unnecessary. 


7-303.2 (€) 


We do not question this provision but do urge the Government to make maxi- 
mum use of the contractor’s inspection system, where satisfactory, even though it 
may not parallel that which the Government would have installed. 


7-308.3 Inspection (alternate) 


It is our understanding that this clause would not be used where end items 
are to be delivered. Yet, as previously indicated, the word “work” should be 
clarified. 


7-808.4 Payments 


This provision standing alone seems satisfactory, but coupled with an in- 
definite inspection clause is objectionable since payments could be delayed for 
an unreasonable period of time. 


7-303.7(c) Default 


Where specified quantities and known operating techniques are involved, it 
seems reasonable to charge contractors with excess costs incurred by the Govern- 
ment due to the contractor’s default. We question the fairness, however, of 
imposing such a liability on a contractor under a fixed-price R. & D. contract 
where the work is general in scope, uncertain in nature, and subject to detailed 
development. 

It is thus suggested that provision be made for excusable delays in a manner 
similar to that provided for in clause 7-404.7 of the proposed provisions for cost- 
type R. & D. contracts. 


7-803.17 Patent rights 


Our comments on this provision are the same as those contained in the com- 
mittee’s submission on cost-type R. &. D. contracts dated January 30, 1956. 


7-803.18 Reproduction and use of technical data 


As stated in our January 30, 1956, comments on proposed clauses for cost-type 
R. & D. contracts, we recommend that the following additional sentences be in- 
cluded in this clause : 

“The right is reserved by both parties hereto to negotiate, in individual cases 
and where special circumstances exist, a substitute clause covering the subject 
of reproduction and use of technical data, provided, however, that such substitute 
clause shall be subject to approval in accordance with ...----_-~ procedures, and 
no advance approval is implied from the use of this provision.” 

We consider this to be significant since the proposed clause does not, in our 
view, adequately protect a contractor in the safeguarding of proprietary infor- 
mation. The recommended language addition, allowing negotiation of a mutually 
acceptable clause, provides this necessary protection. 


1-804.4 Employment of aliens 


We understand that ASPR 7-104.3, referred to herein, is no longer effective. It 
thus seems appropriate to delete this reference. 
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7-304.8 Copyright 
Our comments on this provision are the same as those contained in the com. 
mittee’s submission on cost-type R. & D. contracts dated January 30, 1956. 


7-304.11 Military security requirements 





As we understand it, this clause would only be applicable to fixed-price R. & p, 
contracts with educational institutions where no profit is involved. Accordingly, | 
we have no comments with respect thereto. 


7-305.1 Changes 


Experience indicates that a 30-day period for submission of claims for adjust. 
ment has been inadequate. This seems to be supported by the proviso permitti 
the contracting officer to accept claims up to final payment and the further 
clause that the 30-day period may be varied pursuant to departmental procedures, 
While recognizing that this is a standard clause in ASPR 7-103.2, we would 
suggest the adoption of a more realistic period of 60 days as the standard time 
for submission of claims retaining the contracting officer’s discretionary author. ! 
ity to grant extensions up to final payment. 

We are also concerned over items (iii) and (iv) of paragraph (a) whicd 
authorizes the contracting officer to order changes in the place of inspection 
er acceptance and to alter the amount of Government-furnished property. In 
our view, changes of such nature should be negotiated rather than ordered on 
a unilateral basis since they could add materially to the cost and difficulties of 
performing a contract and might even make performance impossible. We recog. 
nize that this language was contained in the comparable clause for cost-type 
R. & D. contracts. On the other hand, the changes clause for fixed-price supply 
contracts found in ASPR 7-108.2 follows our recommendations. 

7-305.8 New features of design 

As stated in our comments on cost-type R. & D. contracts, this provision appear 
unnecessary and superfluous. ASPR 9-107, which appears as 7—303.17 (patent 
rights), obligates the contractor to make written disclosures of each subject 
invention. The term “subject invention” is defined as “any invention, improve 
ment, or discovery (whether or not patentable) conceived or first actually 
reduced to practice” in the course of performance of the contract. That claus 
appears to make adequate provision for furnishing the Government with infor 
mation to which it is rightfully entitled. 

7-305.9 Reports of work 

As pointed out in our comments on cost-type R. & D. contracts, this clause i 
subject to varying interpretations, seems ambiguous, and therefore subject to 
abuse. Furthermore, we understand that it is customary for research and devel 
opment contract schedules to set forth the reports or other data to be furnished. 
It is believed that this procedure is proper and that contractors should not be 
required to submit additional data at the discretion of the contracting officer, 
It is recommended that if such a clause is considered necessary, it be worded 
somewhat as follows: 

“The contractor shall submit reports, working drawings, and other data, mak 
ing full disclosure of work done and the results thereof, in the manner, at the 
times, and to the extent set forth in the schedule.” 





NATIONAL ASSOCIATION OF MANUFACTURERS, 
New York, N.Y., August 3, 1956. 
Mr. Rosert C. LANPHIER, Jr., 
Deputy Assistant Secretary of Defense (Supply and Logistics), 
The Pentagon, Washington, D.C. 

Dear Mr. LANPHIER: This is in response to Mr. Lloyd Mulit’s letter of May 
28, 1956, requesting the recommendations and suggestions of NAM’s Gover 
ment Contracts Committee for (1) an approach to develop a comprehensitt 
set of cost principles, and (2) the framework around which the set should bk 
developed. 

At the outset, we should like to express our appreciation for this opportunit] 
to submit comments on the basic and fundamental concepts which are to serv 
as the foundation for any regulations which may be adopted embodying a com! 
prehensive set of cost principles. The solicitation of industry’s views at the 
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jnitial drafting stage of significant proposals of this nature is commendable and 
we are firmly convinced that such an approach to mutual problems of the De- 
fense Department and industry will result in regulations more equitable and 
practicable in their application. 

We have long recognized the desirability of fair, workable, and flexible com- 
prehensive cost principles to be applied to all Government contracts. While we 
have some question as to the feasibility of developing such principles, particularly 
as they relate to firm fixed-price and price-revision-type contracts, we do not 
feel that this should deter efforts of both Government and industry to explore 
every possible approach to the solution of this problem. 

Despite recognition of the desirability of establishing comprehensive cost 
principles, there seems to be good reason to view with some apprehension the 
application of such principles. This feeling stems from the unduly severe re- 
strictions on recognition of costs inherent in the existing ASPR section XV 
“Contract Cost Principles” and their misapplication to fixed-price contracts. 
It should be recognized that a comprehensive set of cost principles need not 
necessarily imply a uniform method of treatment of individual elements of cost 
as between various contract types. Thus, with acceptance of the concept that 
cost principles should be based upon reasonableness and allocability instead of 
allowability or unallowability, there is no logical reason for not applying such 
principles in any situation where consideration of cost is necessary. 

In our view, the initial approach to this undertaking should recognize that 
the question with respect to reimbursement under cost-type contracts is a con- 
tractual matter and, although related to, must be treated separately from the 
development of comprehensive cost principles. Cost-type contracts, of necessity, 
include clauses providing for the kind of costs which are to be reimbursed and 
such contracts could rely on cost principles for guidance as to the basis of allo- 
eation. The proposed principles, however, which we would describe as “gen- 
erally accepted accounting procedures” would not seem appropirate for in- 
clusion as contractual provisions. In other words, we do not believe that any 
set of comprehensive cost principles should deal with allowability or unallow- 
ability of recognized costs of doing business. Instead, such principles should 
embody generally accepted accounting philosophies or procedures which have 
traditionally recognized and considered the reasonableness and fairness of the 
allocation of doing business to the various segments of contractors’ operations. 

Comprehensive cost principles should emphasize the consistency of the indi- 
vidual contractor’s accounting procedures. Accordingly, there would be recog- 
nition that there are many acceptable methods of allocating costs within the 
framework of accepted accounting practices. This would depend upon the in- 
dustry in which the contractor is involved and the particular management or- 
ganization of the contractor itself. 

In developing an approach and framework for a comprehensive set of cost 
principles, we should like to emphasize that the problem demands an entirely 
fresh approach which is not hampered, confined, or influenced by what has gone 
before. Further, every effort should be made to develop principles that are 
just and equitable to both Government and industry and which conform with 
good business practices. Certain basic concepts are necessary to assure a work- 
able set of cost principles. These include the following: 

1. The Government must consider as proper a fair allocation of legitimate 
costs of doing business. Historically, elements of cost have been arbitrarily de- 
termined as of either an allowable or unallowable nature. This disinclination 
on the part of the Government to share in all normal legitimate costs of doing 
business is unjustifiable since these expenses contribute to the productive ability 
of a business enterprise, from which the Government, in turn, derives clear and 
demonstrable benefits. Nevertheless, we recognize that there may be unusual 
situations wherein certain items of cost may apply in lesser degree to Govern- 
ment than to commercial business. There may be cases where none of a par- 
ticular cost would apply—or perhaps 100 percent in other cases. The point is, 
there are several items of cost where the exercise of reasonableness and recog- 
nition of consistency, based upon discussion of circumstances, must be relied 
upon in order to meet the test of fairness so often expressed by the Government. 
Accounting is not an exact science and precise determination of all costs is not 
possible. 

In our view, this matter of achieving flexibility with respect to allocability 
of the various cost items which have traditionally been in controversy is the 
greatest single problem to be faced in producing a set of principles which will 
compensate the contractor fairly and fully for work performed. 
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2. Contract costs should consist of all direct costs incurred for the performance 
of a contract and all indirect costs incurred which are properly allocable to the 
contract. In determining the proper portion of indirect costs, the following 
factors should govern: 

(a) Reasonableness ; 





(b) Generally accepted accounting principles and practices, consistently 


applied by the contractor; | 


(ce) Allocability. 
3. Except for cost-type contracts there should be no need for negotiation of 


specific contractual coverage. All costs should be subject to the tests as out. | 


lined above. Unusual provisions peculiar to a particular contract should be 
set forth in the wording of the contract. 


4. The basic approach to these cost principles should be broad in scope rather 


than detailed. They should be so written as to permit application to the variong 
acceptable accounting systems in use in different industries and by different 


contractors. Emphasis should be on true allocability and fairness with flex. | 


ibility as to system, as long as the accepted principles are reflected in the over. | 
all result and are consistently adhered to. Detailed treatment of various cost 
elements to cover peculiar circumstances or special cases should not be included 
in a statement of cost principles. Attempting to cover such situations would 


result in arbitrary, unilateral, and artificial determinations which are not con. | 


sistent with sound business practices and which are unfair to Government 
contractors. Preoccupation with details would tend to produce an audit manual 
approach which has no part in a statement of cost principles. 

As stated above, we are extremely pleased to have an opportunity to present 
general comments on the approach and framework which may be considered 
by the Department of Defense in connection with this undertaking. We feel 
that every effort should be made to provide for active participation by industry 
in the preparation of the first draft of any cost principles, including meetings 
between industry and Defense Department representatives at the working level. 
Only in this manner can any comprehensive cost principles be developed whieh | 
in actual application would prove equitable and mutually beneficial to Govern- | 
ment and industry. 

Very truly yours, 
GerorcE P. F. Suir, 


Chairman, NAM’s Government Contracts Committee. | 


NATIONAL ASSOCIATION OF MANUFACTURERS, 
New York, N.Y., April 9, 1957. 
Mr. C. D. BEAN, 
Commissioner of Federal Supply, General Services Administration, 
Washington, D.C. 

Dear Mr. Bean: In response to your invitation of December 12, 1956, I am 
pleased to submit the report of NAM’s Government Contracts Committee on cer- 
tain problem areas in Government procurement and practices now under study 
by a GSA task force. It is our understanding that the objective of this task 
force is to identify and isolate major problem areas in which Government action 
can be taken to eliminate inequities, inconsistencies, and complexities from Gor 
ernment procurement and thus make it easier for concerns, especially small busi- 
ness, to participate in Government contract work. 

We solicited the views of the more than 250 members of NAM’s Government 
Contracts Committee, composed of small, medium, and large manufacturers pro 
ducing a wide variety of industrial products, and the problems identified herein 
represent a composite of the numerous comments submitted by such members. 
In view of the magnitude and complexity of some of these problems, it would 
seem presumptuous for us to offer solutions in each instance. Where feasible, 
however, we have made suggestions designed to correct some of the problems 
involved. 

Not all of the situations outlined herein were presented by small business 
firms. As you will appreciate, however, procurement questions are usually 
common to all manufacturers selling to the Government. Thus, we have not at 
tempted to label particular problems as being confined to producers of any givel | 
size. It is true that most of these problems involve defense contracts, but many | 
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of them are likely to or have also arisen in connection with purchases by non- 
defense agencies. 

At the outset, we should emphasize that no apparent necessity exists at this 
time for enactment of additional legislation to aid small business in the procure- 
ment field. The Defense Production Act, Armed Services Procurement Act, 
Federal Property and Administrative Services Act, and comparable statutes, 
would seem to afford Government agencies with adequate statutory authority 
for assuring that small business receives its fair share of Government business. 
In this regard, we should also point out that the small business definition 
recently adopted by the Small Business Administration for procurement pur- 

seems satisfactory, in that it provides the necessary flexibility to assure 
proper classification of all business enterprises. Any further refinements, simi- 
lar to the definition for loan purposes, will, we believe, create unnecessary 
purdens for both Government and industry. 

As a general proposition, we believe it is both desirable and practical for the 
Government to achieve a relationship with its contractors which is comparable 
to the present contractor-supplier relationship prevailing in private industry. 
We recognize, of course, that statutory, administrative, politicial, and other 
limitations placed on procurement agencies precludes a situation as flexible as 
that existing in private industry. Yet, we feel that this goal could more nearly 
be reached if the Government would avoid imposing restrictions and regulations 
on all contractors in order to maintain close supervision over the occasional 
supplier requiring such treatment. 

We are aware, of course, that it often becomes necessary for the Government 
to inject itself into the management and administration of contractors lacking 
in experience or technical qualifications, but the tendency has been for the 
Government to employ the same procedure with all defense contractors. This 
creates an unfortunate situation which could be minimized if the Government 
would recognize that by contracting with private industry it is not just contract- 
ing for physical facilities or products but also for the management skills, includ- 
ing know-how, technical knowledge, technical personnel, tooling, testing, quality 
control, of the contractor and should, therefore, place the fullest reliance on 
that management so long as overall contract performance is satisfactory. 

Based on responses from members of our committee, which have been reviewed 
and supplemented by the Small Business Subcommittee, the following problem 
areas, with suggested solutions where deemed appropriate, are presented with 
the hope that they will assist the task force in its study. We recognize, of course, 
that regulations already exist in some of the areas herein mentioned, but in 
such instances it does not appear that they are being properly implemented, 


PROCUREMENT REGULATIONS 


Procurement regulations, procedures, directives, instructions, and orders are 
voluminous and often difficult to understand. Moreover, despite their practical 
application to contractual relationships, much of this regulatory material is not 
generally accessible to contractors. Additionally, even where uniform regula- 
tions, such as ASPR have been issued, varying and conflicting interpretations 
have been placed on the same provisions by different agencies. This insistence 
on maintaining agency prerogatives minimizes the obvious advantages in uni- 
form procedures. 

While recognizing that this is not a new problem nor subject to a simple solu- 
tion, it appears that a systematic organization and screening of this staggering 
mass of regulatory material is overdue. 

As a start, this material should be reviewed with the objective of reducing it to 
an absolute minimum by eliminating overlapping, conflicting, or otherwise need- 
less regulations. At the same time, the number of authorities authorized to 
issue regulations should also be reduced. Once concise and understandable 
instructions affecting contractual relationships are issued, they should be made 
readily accessible to interested persons. 

Additionally, it should be emphasized that despite extensive educational efforts 
by Government and industry, there still persists a great lack of understanding 
on the part of small business as to many of the details of Federal procurement. 
This creates a serious problem since the prime usually assumes that his suppliers 
are familiar with the various regulations and standard clauses. 

There is no simple solution to this aggravating problem. It requires a con- 
tinuing informational program by Government and industry. As noted above, 


_ however, the Government could make a substantial contribution in this respect 
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by reducing the quantity of its regulatory material and by couching it in lap. 
guage comprehensible to the average businessman. 

SPECIFICATIONS 


The multiplicity of specifications covering the same or comparable products 
purchased by the Government is unwarranted. Efforts to adopt unified or 
simplified specifications are laudatory. However, the number has not bee, 


reduced. To the contrary, it has merely created additional specifications, | 


Additionally, the problem of overspecifications continues to exist. 
Indiscriminate specifications make it difficult for businessmen to submit in. 


telligent and realistic proposals. Moreover, the time allowed for submission | 
of bids is often inadequate and not geared to the compexity of the products 


involved. 

The Government should strive for adoption of simplified and standardized 
specifications where possible. Moreover, greater use should be made by the 
Government of products which are manufactured for the civilian market. This 
would seem practicable where the products have no special or critical use, In 
such cases, commercial standards and specifications could be employed, thereby 
eliminating unnecessary and wasteful special requirements. 

It should also be pointed out that there are cases where a particular materia] 
need not necessarily be specified, since there are other materials close enough 
so that they are interchangeable, as, for example, SAE 1020 steel as against 
SAE 1018. There must be many other metals and materials where the same 
conditions exist. 

The Government should make certain that complete specifications and instrue. 
tions on all phases of production, inspection, and quality control are readily 
available so that bidders can submit intelligent proposals with a minimum 
amount of risk. 

INSPECTION AND QUALITY CONTROL 


Considerable progress has already been made by the Defense Department in 
this area through adoption of the single service inspection program and by 
placing more reliance on contractors’ quality control systems. 

Unification of inspection services has not, however, solved the problem of 
providing adequate qualified inspection personnel. Moreover, they are not in- 
vested with ample discretionary authority. Thus contract completion is often 
delayed due to heavy workloads on inspectors, thereby delaying final payment 
to the contractor. 

Moreover, unification has resulted in the improper assignment of some in- 
spection personnel. For instance, inspectors highly qualified in one particular 
field have been transferred from that assignment to one where they have little 
or no experience, thereby creating hardship on both Government and industry. 

Small business, and probably others, although not seeking special treatment, 
do feel that rigid requirements and “ideal production standards” are sometimes 
unnecessarily insisted upon by Government personnel. It is suggested that 
cognizant Government representatives be given discretionary authority to initiate 
and approve actions in a plant that will result in quality production with the 
least possible strain on the manufacturer. 

Finally, we call your attention to ASPR 7—203.5, which effects an unreasonable 
warranty period as to articles delivered over an extended period, since the 
6-month time limitation provided for does not commence until final acceptance 
of the last item delivered under the contract. Hence, the warranty period for 
each article or lot varies from a minimum of 6 months for the last item delivered 
to an indefinite maximum on the first item delivered. 

This situation could be corrected by placing a 6-month limitation on the con 
tractor’s warranty for any given product after delivery of each item. Gen 
erally speaking, the Government should be content with the contractor's com 
mercial warranty. 

ADEQUACY OF PROFITS 


The Armed Services Procurement Act of 1947 provides for an allowable fee 
of 15 percent on cost reimbursement research and development contracts and 
10 percent on cost reimbursement supply contracts. ASPR 3404.3, however, 
arbitrarily reduces these allowable percentages to 10 and 7 percent, respectively. 
Moreover, in actual practices these fees are set even lower. In addition, when 
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costs are disallowed, as is often the case, the contractor’s profit descends to an 
even lower level. rad . 

The low profit return to the contractor is not limited to cost-reimbursement type 
contracts. It is also apparent in virtually all negotiated fixed-price contracts. 
Here the Government requires a breakdown on the contractor's costs and bases 
the profit on those figures. This has created pricing by formula which disregards 
the nature of the work, relative risks, needs for capital investment, replace- 
ment costs, and the like. Such a procedure also ignores taxes and renegotiation. 

Without attempting to minimize the problem with supply contracts, the main 
source of complaint stems from the unreasonably low profits on research and 
development contracts, particularly where there is no possibility that the R. & D. 
contractor will receive a subsequent production contract. 

This very serious problem is a result of overemphasis upon the contractor’s 
profit and underemphasis on the reasonableness of the price to be paid by the 
Government. Especially on production contracts, this practice tends to limit the 
profit of efficient manufacturers to the level of the less efficient, thereby causing 


! higher prices to the Government because of a weakening of the contractor’s 


incentive to reduce costs. ‘ 

It is thus recommended that in pricing negotiations the Government center 
its attention on obtaining a fair and reasonable price, keeping the profit factor 
in proper focus as but one element of that objective. 


ABUSE OF AUDIT FUNCTION 


In recent years, the Air Force and the Navy have demanded detailed audit 
analysis of negotiated firm-fixed price subcontracts, not subject to price redeter- 
mination or price revision. In some instances, the subcontracts involved con- 
tained a provision comparable to Air Force procurement instruction 7—4023 while 
in others the clause was the subcontractor version of ASPR 7-104.15. 

These detailed audits are conducted for the obvious purpose of determining 
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unwarranted intrusion into the internal affairs of firm-fixed price subcontractors. 
Even more reprehensible is the fact that the subcontractor’s costs are being 
revealed to his competitors and are being used as a device to force prices down 
on repurchases of the same or similar products. 

We do not believe the examination of records clauses in firm-fixed price 
contracts or subcontracts were designed to permit the services to conduct de- 
tailed audits to determine costs and profit margins. This again emphasizes the 
point that the services are more interested in the contractor’s profit than in the 
reasonableness of the price being paid. 

It should be emphasized that the services only display interest in those sub- 
contracts where a favorable profit is indicated. They fail to consider the 
obvious fact that the subcontractor being scrutinized probably had other defense 
orders returning little or no profit or even losses. 

In this same connection, questions have been raised as to the necessity or 
desirability of requiring bidders on farm-fixed price contracts to provide detailed 
cost breakdowns. It seems to us that the low bid is the low bid, regardless of 
cost breakdown. 

FIELD SERVICE 


The services tend to pay contractors less for field service support than the 
actual cost of providing such services. This is said to be particularly true 
where the contractor must furnish personnel to service complex and technical 
equipment which he manufactures. In such cases the contractor apparently 
has to accept whatever the Government is willing to pay or permit his equip- 
ment to be serviced by competitors, often with less competent and less interested 
personnel, 

It would seem only fair that the contractor be paid at going commercial rates. 

Complaints have also been made that reimbursement of invoices for field 
service support has been unreasonably delayed, particularly where the bases 
are located in remote foreign areas. For instance, approval of service contracts 
'§ hot usually obtained until 90 days after the effective date of the contract, 
which means that no payments are made during such period. Even after the 
contract is approved, excessive delay is encountered in obtaining approval of 
invoices from remote bases for services rendered and costs incurred. 

A partial solution may be earlier preparation and finalization of field service 
contracts for the succeeding fiscal year. Acceleration of approval by distant 
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bases of costs as rendered may be more difficult to achieve. Yet, partial aq. 


vances against costs incurred subject to final approval of such costs might be | Mor 
practical. _— 
RENEGOTIATION obtain 

gency 


The present $1 million floor has relieved many small businessmen from otbain 
coverage under the Renegotiation Act. Nevertheless, many concerns which 
qualify as small business continue subject to this burdensome, unnecessary, war. 
born type of profit control measure which we feel has outlived its usefulness ang 





should be repealed or at least permitted to expire in 1958. i 
Moreover, we do not believe that the profit limitation provisions of the Vingoy Pa ~ 
Act of 1934 and the Merchant Marine Act of 1936 can now be justified and thys ove 
urge their immediate repeal. — 
TERMINATION mre 


Existing termination procedures are inadequate in several respects: (1) They ject al 
tend to foster formula settlements despite a stated preference for settlement mem 
by negotiation; (2) they do not provide insurance for prompt plant clearance 
with the result that contractors have stored Government property, frequently 
of little more than nominal value, for a year or two without final word respect. 
ing its disposition; and (3) settlement is delayed for unreasonable periods of 


time. 
~ ’ 
BIDDERS’ LISTS Hon. I 
Despite extensive efforts by the Government and prime contractors the prob- Aasist 
lem of small business being placed on bidders’ lists still persists. Numerous Washt 
contractors with open capacity continue to be passed over on contracts which DEA 
they are anxious and qualified to undertake. Contre 


It is suggested that the comprehensive data submitted to the Defense De _ revisic 
partment by small businesses be more effectively utilized in both negotiated princi] 
and advertised procurements. A more effective system of screening, coordinat tion © 
ing, and policing bidders’ lists should be developed so that qualified small bus: drafte 


ness is given adequate opportunity to participate in Government procurement | 4 Cons 
Moreover, the purchasing agencies should make sure that bid requests are sent} contra 
to prior producers whose performance has been satisfactory. Gene 

Small business must, of course, assume the responsibility for providing th | to be é 


| 
necessary information on their qualifications, capacity, etc., to the Goveraan | recogn 
and prime contractors. Moreover, the proceurement agencies should not, just for and al 
the sake of small business participation in Government procurement, purchag| ion th 
from or expect its prime contractors to subcontract with, any suppliers unless | modifi 


they are capable of producing quality products. The 
engend 

COST ALLOWANCES made | 

subject 


Industry is in accord that all purchasing agencies which have a responsibility mittal 
to pass judgment upon the propriety of a contractor’s claims of costs should be Weho 
governed by a uniform set of accounting and cost principles which would recog. of the 
nize the validity of a contractor’s own accounting system so long as it is  volumi 
professionally sound. A jo 

Existing cost principles in ASPR, section XV, should be revised so as to accom most il 
plish the following two purposes: (1) Due recognition of the allocability of costs our dis 
to military contracts with less emphasis on questions of allowability and (2) Si 
well-defined restrictions on the use of cost principles in fixed-price contract situa- 
tions, especially in price redetermination proceedings. 

Such a revision would take care of industry’s persistent and longstanding 
objections that military cost principles exclude from the determination of costs 
ecrtain necessary business expenses and that they are so misapplied to fixed: 


price contract pricing that many times pricing negotiations are improperly We | 
reduced to a formula basis, i.e., so much for allowable costs plus a profit allowance. states 
costs ) 

USE OF TECHNICAL DATA data a 

ated o 


In advertised procurements the Government reserves the right to use a bidders ment 7 
drawings, covering his standard or specially designed equipment, for the purpose actual 
of obtaining competitive bids. This is contrary to commercial practice, is im by the 
proper and should be discontinued. This situation could be corrected by adopting costs ¢ 
a regulation similar to that in ASPR 3-109, which applies to other than formally) circum 
advertised bids. any co 
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Moreover, shop drawings of contractors who have supplied the services with 
products for many years are being misused. In such cases, the services which 
obtained the drawings initially in order to acquire spare parts abroad in an emer- 
gency are now disclosing them to the producer’s competitors in an attempt to 
otbain lower bids. This seems improper and should be stopped. 


PROMPT PAYMENT 


Prompt payment by the Government to its suppliers and by prime contractors 
to their subcontractors must be accomplished to assure financial stability and 
continuity of production. This is especially important to small business at all 
times and is of added significance during periods of credit restrictions and hard 
money. 

We appreciate the opportunity of presenting our views on this important sub- 
ject and hope that these comments will be of assistance to the task force in the 
formulation of its recommendations. 

Yours very truly, 
GerorceE P. F. SmirH, 
Chairman, NAM’s Government Contracts Committee. 


DECEMBER 13, 1957. 
Hon. PERKINS MCGUIRE, 
Assistant Secretary of Defense (Supply and Logistics), 
Washington, D.C. 

DeaR Mr. SecrETARY: The National Association of Manufacturers’ Government 
Contracts Committee appreciates the opportunity to comment on the proposed 
revision of armed services procurement regulation section XV, contract cost 
principles, parts 1 and 2, The 275 members of our group represent a cross sec- 
tion of American defense industry. They have had the chance to study the 
drafted regulation and devise the attached comments with a view to making 
a constructive contribution toward fair treatment for the Government, Defense 
contractors, and the American taxpayer. 

Generally, we recognize the desirability of having a single set of cost principles 
to be applied to all Government contracts when costs are a factor—provided they 
recognize the concept of reasonableness, generally accepted accounting practices 
and allocability, and encompass all normal costs of doing business. In our opin- 
ion the regulatory section, as presently proposed, would require considerable 
modification in order to met these requirements. 

The interest and response of the NAM committee in regard to this matter has 
engendered one of the strongest reactions to proposed regulatory change ever 
made by this group. Virtually every paragraph in the proposed section was the 
subject of comment by various members of the committee. However, our trans- 
mittal is limited in detailed coverage to major matters of the proposed revision. 
We hope to be able to discuss the other items of concern at the further convenience 
of the Defense Department. In this manner, we wish to avoid obscuring by a 
voluminous submission the points which are vital to industry as a whole. 

A joint Government-industry effort in formulating any set of cost principles is 
most important if a workable objective is to be attained. We would like to urge 
our discussing this matter in detail at the connvenience of your representatives. 

Sincerely yours, 
HERBERT T. MCANLY, 
Chairman, Pricing Subcommittee. 


APPLICABILITY OF COST PRINCIPLES 


We are particularly concerned with subparagraph 15-101(a) (ii) (A) which 
states that the cost principles (presently including definitions of unallowable 
costs) are to serve as the basis for the development and submission of cost 
data and price analyses by contractors in support of pricing, repricing, negoti- 
ated overhead rates, requests for progress payments, and termination settle- 
ment proposals. This infers that contractors are to omit from submissions of 
actual cost data or estimates those items of cost that are arbitrarily determined 
by the Government to be unallowable but which are in reality normal legitimate 
costs of doing business to the contractor. We do not believe that under any 
circumstances can we agree to omit from submissions of cost data or estimates, 
any costs that are incurred as legitimate costs of doing business, and are prop- 
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erly allocable to a contract, even though the Government may be disinclined to 
share in such costs. Similarly, subparagraph 15-101(b) cannot serve as a basis 
for the development of cost data or for the resolution on questions of accept. 
ability in negotiating final prices in retrospective pricing or settlements for 
work which has been substantially completed. 


FLEXIBILITY OF COST PRINCIPLES 


In our opinion, flexibility is a basic requirement of a comprehensive set of 
cost principles. In order to attain this flexibility we feel it is necessary to ree. 
ognize that emphasis should be placed on principles, that is, the basic principles 
of (1) reasonableness (2) generally accepted accounting principles and stand. 
ards, and (3) allocability. Although the proposed cost principles have givep 
some measure of recognition to these basic principles, in many instances the 
flexibility of these basic principles has been eliminated by injecting detailed 
treatment of various cost elements to cover specific or particular cases. It js 
undoubtedly the intent of these detailed instructions to provide Government 
auditors and contracting officers with guides. However honorable the intent, 
we feel that detailed treatment of various cost items generally leads to arbi- 
trary, unilateral, and artificial determinations which are not consistent with 
the basic principles of reasonableness, allocability, and generally accepted ae. 
counting principles and standards. Therefore, we feel that the detailed audit 
manual approach has no part in a statement of cost principles and seriously 
limits the flexibility of the basic principles in addition to creating costly admin- 
istrative problems and many misunderstandings. One such example of the un- 
fairness of detailed instruction is the treatment provided in subparagraph 15- 
204.2(f)(6) relating to profit-sharing plans. It apparently is the intent of the 
Government to protect itself against possible isolated instances of a wholesale 
distribution of profits by disallowing the cost of immediate distribution type 
profit-sharing plans. However, by going into detail as the Government has in 
this instance, it could well mean that the Government would disallow bona fide 
profit-sharing plans which a contractor, in good faith and in good judgment, may 
provide for his employees as an incentive for improved performances which 
would result in direct benefits to the Government through a more efficient busi- 
ness operation. 

To cite another example, paragraph 15-204.2(qq) relates to training and 
educational costs. The details in this paragraph are extremely limiting, and 
include (1) specifying the number of hours an employee may attend classes ona 
part-time basis during working hours, (2) specifying that postgraduate but not 
undergraduate tuitions will be allowable costs in connection with full-time 
educational programs, (3) limiting reimbursement for full-time participation to 
1 year for each employee except in unusual cases and (4) disallowing as a cost 
subsistence, salary or any other emoluments of employees pursuing full-time 
scientific and engineering education at postgraduate college level. In addition 
to limiting severely the needed flexibility of basic principles, this particular 
paragraph can have even more far-reaching implications for other reasons. 
Moreover, it can have a very detrimental effect upon educational programs at 
the very moment when it is so essential to the Nation’s welfare and security 
that scientific and engineering education be encouraged: and, it is an instance 
in which the Government does not wish to share the costs of employee programs 
from which it derives very considerable benefits. 


ADVANCE AGREEMENTS 


We note with concern that the proposed set of cost principles requires that 
certain items of cost (see 15-204.1(b)) are to be specifically discussed and 
agreed to in advance of the contractor’s incurring such costs. In addition, such 
agreement is to be made the subject of special contractual coverage. First, we 
feel that this language limits management's prerogative to make sound business 
decisions by requiring prior approval to incur legitimate business expenses. 
Just as important, however, is the fact that rather than using the basic principles 
of reasonableness, allocability, and generally accepted accounting principles and 
standards as the tests to determine costs, special provisions are required which 
have the effect of defeating the objective of uniformity by favoring contractors 
in a strong negotiating position. Inasmuch as uniformity and equity in the 
allowance of costs is one of the objectives of a set of cost principles, we feel 
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that the Government should remove the requirement for obtaining special con- 
tractual coverage or advance agreements for the items of cost listed in para- 
graph 15-204.1(b). 


SPECIFIC COMMENTS ON CERTAIN ITEMS OF COST 


The proposed section has failed to recognize certain items of cost which 
are true and legitimate costs of doing business and which cannot be avoided by a 
contractor simply because he is doing business with the Government. This disin- 
clination to share in all normal, legitimate costs of doing business is unjustifiable 
since these costs contribute to the productive ability of a business enterprise 
from Which the Government, in turn, derives clear and demonstrable benefits. 
It is recognized that there are situations in which certain items of cost may 
apply in greater or lesser degree to Government business than to commercial 
business. However, arbitrary disallowance of costs stifle the flexibility which, as 
we have pointed out before, is so necessary to a successful set of cost princi- 
ples. Some of the items of cost, unallowable in whole or part, as defined under 
the section which we feel are particularly important to industry are as follows: 
Advertising (15-2(4.2) (a) ) 

This paragraph of the proposed principles gives only partial recognition to 
legitimate advertising costs incurred by contractors which are allocable in whole 
or in part to Government business. The criterion for allowability of any 
type advertising costs of contractors should be whether the Government receives 
benefits. Advertising which informs the public on matters of general interest, 
stimulates interest, and the pursuit of careers in science and engineering, or 
affects employee relations is an example which certainly benefits the Govern- 
ment both directly and indirectly. 


Contributions and donations (15-—204.2(h)) 


Support of charitable and educational institutions is a normal cost of doing 
business and, as such, is allocable to Government business to the extent it is 
reasonable. As responsible citizens to both the Nation and local community, 
contractors must contribute their fair share to charitable and educational pro- 
grams. This is particularly true today in the case of educational programs 
when so much emphasis is given, both by the Government and industry, on the 
importance of adequate educational and scientific facilities to preserve the Na- 
tion’s economy, the health of its citizens, and its defense and security. 


Interest and other financial costs (15-—204.2(q@) ) 


We disagree with the disallowance of interest costs unless it is made clear 
that the profit margin allowed should be large enough to cover interest on the 
turnover of borrowed capital in addition to a return on equity capital. 


Research and development costs 


The need for adequate research and development activity is of such importance 
that we feel that adequate recognition must be given to the costs of industry in 
its performance of this vital function. We are pleased that the Government has 
removed the requirement that contractors must disclose the purposes and results 
of independent general and related research as a condition of cost allowability. 
However, there are word changes under the related paragraphs that still bear 
refinement. With regard to paragraph (5) particularly, we must point out that 
research and development costs must of necessity be assigned to resulting later 
production. This paragraph should be reworded to allow such costs provided 
they are equitably amortized. 


Compensation for personal services (15-204.2(f)) 

We object strenuously to your treatment of profit-sharing plans, deferred com- 
pensation, and overtime, extra-pay shift and multishift premiums. The many 
reasons in regard to these matters—especially with respect to the ambiguity of 
the proposed regulation—we anticipate elaborating at the convenience of your 
representatives. 

Conclusion 


As mentioned previously, the above comments are not intended to represent 
all of the recommendations that our members would want to make. Generally, 
itappears that until such time as the Government and industry can arrive at a 
mutually acceptable substitute for the present section XV, it is better that the 
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existing regulation be continued rather than mandating any broad change. How- 
ever, indusry recognizes that from the Government’s standpoint, more specific 
cost guides are needed. Therefore, to reiterate, we hope that further discussions 
in regard to this matter will be held with the object of obtaining fair treatment 
to all concerned. 


NOVEMBER 7, 1958, 
Subject : Comprehensive cost principles. 
Hon. BE. Perkins McGuire, 
Assistant Secretary of Defense (Supply and Logistics), 
The Pentagon, Washington, D.C. 

DeaR Mr. SECRETARY: Pursuant to the suggestion made by you at the joint 
Department of Defense-industry conference on cost principles held at the Pen- 
tagon on October 15, 1958, this letter is submitted to amplify and explain further 
the industry views expressed at the conference, and to comment also in some 
cases upon contrary views expressed by Government spokesmen. It has been 
prepared after the receipt of written comments from each industry spokesman, 
and after a detailed review at a conference on November 6 among industry spokes- 
men or representatives of the associations who participated in the preparation 
of the industry statements on October 15. This document represents the unani- 
mous views of these people. 

You and the other Assistant Secretaries have before you the task of deciding 
upon issues on which wide differences seem to exist between Government and 
industry viewpoints as expressed at the October 15 conference. In preparing 
the industry statements for the conference, the views of the conferees (which 
included managers, controllers, and professional accountants) were remarkably 
in accord with each other. It is difficult to believe that this consensus of so 
many different interests and viewpoints can be as wholly wrong as the Gov- 
ernment spokesmen would lead one to believe, for these industrial and profes- 
sional views are based upon years of actual experience. We shall, therefore, 
try to show you where we think we are truly apart, where implementations 
negate apparent intentions with which we are in accord, and why we think 
a complete and exhaustive review of the proposals outstanding are essential. 
In considering these, we know you will show the same thoughtfulness and 
patience which has characterized your handling of this complex problem to 
date. 

The responsibility which you and the other Assistant Secretaries bear in 
making these decisions is of the utmost gravity, as they affect the cost recoveries 
and profit potentials of every company engaged in defense contracting—not, as 
in the past, just those which undertake cost-reimbursement-type contracts. At 
the same time, however, this obligation to decide also provides a unique oppor- 
tunity—to cut through past disputes, to reassert principles basic to our economic 
system, and to reaffirm that the prime objective of our Government is to be fair 
and equitable in carrying out its business transactions. We feel that you agree 
with us in this fundamental principle. For example, the definition of allo- 
cability included in the latest draft (par. 15.201.4) does in fact express a fair 
and reasonable approach. The problem lies, however, in that much of the 
remainder of this draft of cost principles completely negates this definition. To 
correct this defect, you must make fairness a concept more fundamental than 
reasonableness, or than applicability, or than allocability, even though each of 
these three is of real importance and significance. You must also be ready to 
separate principle from interpretation, and to require the clear subordination of 
interpretation to policy. This can be done, we submit, without taking precipitate 
action, without conclusively binding the Department of Defense or contractors 
finally as to any specific element of cost, and without now attempting to perfect 
every interpretation. This is, we sincerely believe, the only fair and practical 
way to issue comprehensive cost principles soon which will not evoke a storm 
of protest, criticism, and bitterness from many sources. 

There are other compelling reasons for such a reconsideration of the general 
aspects of these proposed regulations even at this late date. When they 
are made effective, they will have virtually the same effect as the enactment of 
new legislation, for they will change the ground rules from what they have ever 
been before. If made applicable to current contracts to any extent, the regula- 
tions, as proposed, would materially revise the basis under which every present 
contractor agreed to perform his obligations. Undoubtedly they would also cause 
greatly added costs of administration and of audit and negotiation both to con- 
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tractors and to the Government, and would force extensive delays in placing 
original contracts or definitizing necessary actions under other contracts. Any 
regulations must, therefore, deal fairly with the entire spectrum of types of 
contracts, whether now in existence or placed in the future. They may well 
become a precedent for later extension to all nondefense Government procure- 
ment. Surely, then, a self-imposed time schedule must yield to the necessity for 
being right. 

We strongly urge that the whole body of general principles of cost determina- 
tions be stated separately and apart from any official interpretations or detailed 
instructions. We recognize that interpretations and instructions are essential 
in the management and control of Government personnel, but these personnel 
should all perform their work within the framework of policies and principles 
determined at the secretarial level. Thus the general would govern the specific, 
whereas in the proposed document, the specific governs the general. A clear way 
to draw this distinction, and to enforce it, would be to leave interpretations and 
jnstructions out of ASPR, confining it to principles and policy—and making 
this the limit of a contractor’s obligation through incorporations by reference 
into specific contracts. Auditors’ manual would be an adequate place for detailed 
interpretations or instructions, provided these were approved by a central source 
to assure conformity to principle and policy, and uniformity among the several 
services. 

While many particular differences between Government and industry were 
disclosed at the October 15 conference, and others remain which were not dis- 
cussed there, the fundamental differences relate to the basic approach to be taken, 
mentioned above, and to seven other factors, which are: (1) Recognition of all 
normal and legitimate costs; (2) reasonableness and allocability as adepuate 
tests and controls; (3) applicability; (4) effective date; (5) requirements of 
public interest; (6) advance understandings; and (7) individual items of cost. 
We believe that all differences as to particulars would be readily resolvable if 
ways can be found to reach agreement on the first five of these points. We shall, 
therefore, devote most of the balance of this statement to them. 


I. RECOGNITION OF ALL NORMAL AND LEGITIMATE COSTS 


Industry believes that the Government should start from the proposition that 
it is willing to accept any cost which has been incurred or accrued in good faith 
by a responsible contractor exercising its best management skills in the conduct 
of its business. Then the Government might properly say that although it will 
accept such costs, they must be appropriately and fairly allocated among the 
contracts in question and other work of the contractor, in accordance with 
accepted principles and an established method of accounting; that the Govern- 
ment will accept such costs only insofar as they are not unreasonable in amount, 
and are not objectionable from the established standards of public policy. This 
would provide a uniform and positive approach to the problems of cost analysis, 
in marked contrast to the proposed regulations, which confuses principle with 
practice, and policy with instruction, 

Contrast this, however, to what has been actually done. The Government’s 
draft, in section 15-200.1, shows that the Government starts from the premise 
we have proposed above (if one word, “allowable,” is eliminated), but then 
the balance of the proposed regulations whittle away at this to such an extent as 
to render section 15—-201.1 meaningless. This, we believe, is because that in the 
proposed regulations, some costs are dealt with according to their functions, and 
others according to their objects. The distinction here is as betweea, on the one 
hand, the purpose of the goods or services purchased, and, on the other, the kind 
of goods or services purchased. This distinction is considered to be as between 
the function of the cost (its purpose) and the object of expenditure (the kind of 
thing purchased). Among professional accountants, it is a basic principle of 
cost determination that all costs incurred by a contractor should be judged for 
validity according to the function performed by the goods or services they repre- 
sent. It is unfair to disallow reimbursement of cost incurred for a valid function 
merely because they are costs of an “object of expenditure’ which Government 
auditors or other critics deem to be generally objectionable by its nature. 

A single example of the distinction being drawn is illustrated by the problems 
of advertising. If costs incurred to buy advertising may fairly be associated with 
performance of a Government contract because of the nature of the results sought 
or achieved by the advertising, then these costs should not be deemed invalid 
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for reimbursement merely because of the tradition that “it is not necessary to ad- 
vertise to get Government business.” 

The Government’s own internal accounting practices, developed since the en- 
dorsement by the Hoover Commission in 1948 of the accounting distinctions 
between “functions” and “objects,” are utilizing more and more the approach we 
advocate. Anexample is “performatice budgeting.” 

It is axiomatic that contractors must recover all of the costs they ineur 
somehow and somewhere. If they do not, it is only a question of time when 
their funds, capital and credit will be exhausted, their business insolvent and 
closed, and the employment they have provided lost forever. This is why man- 
agement must, and always will, exercise judgment in incurring costs. Obviously, 
if fairness is the overriding consideration, the Government should bear its fair 
share of all of these costs—not just of some of them. To the extent that it fails 
to do so, it is not only seeking or demanding special favors for itself, but is ask- 
ing its suppliers to handicap themselves when they go out in the marketplace to 
compete with other companies for commercial or other non-Government business, 
because they would have to recover Government-disallowed costs from commer- 
cial prices. 

To what extent is the Government, in these proposed regulations, refusing to 
bear its fair share? It would disallow 23 items entirely, of which only 18 are 
disallowed by the provisions of the present section XV of ASPR. It would par- 
tially disallow 20 other items, of which only 6 are disallowed by the present 
ASPR. It would subject 19 other items to special tests or reviews (not “princi- 
ples’) which would, by definition or tests applied, lead to still more partial or 
total disallowances. Of these 19 items, 3 are disallowed and 7 are subject to 
“special consideration” under the present ASPR. The proposed new regulations 
also suggest advance negotiation of 9 items of which 7 are on the list for “special 
consideration” under the present ASPR. Elsewhere in the document, however, 
advance negotiation is stated as a requirement of cost allowance in six additional 
eases. The identification of the above statistics are included in the attachment 
hereto. 

These figures demonstrate conclusively that the new regulations would not only 
subject cost data to substantially more detailed and lengthy analyses and re 
views, with added costs to both Government and contractors, but that the nego- 
tiation process would likewise be lengthened. They also show that contractors 
must expect to recover substantially less of their costs than they have heretofore 
obtained under cost-reimbursement-type contracts, and to the extent the proposed 
regulations are applied to other types of contracts, contractors must expect dis- 
allowances of cost equivalent to the new measure of disallowances under cost-type 
contracts. If applied to terminations, the allowable recovery would also be much 
less than under the provisions of section VITI of ASPR.. It is impossible to pre 
dict the measure of such nonrecoveries under the new regulation, but they would 
aggregate a substantial portion of profits. 

At the October 15 conference, the propriety of industry's position has been 
recognized from time to time by Government spokesmen, but these 62. de- 
partures from “principle” into “instruction,” from “function” into “object,” 
were justified—to the extent they were specifically discussed—on one or more 
of the following grounds: statutory prohibition, public policy (whether ex- 
pressed officially, unofficially or merely implied), or unallocability to Govern- 
ment contracts. Implicit also were disallowances or limited allowances pro- 
vided for solely because of supposed difficulties in measuring reasonableness, 
allocability or equality of treatment between competing contractors. 

An examination of the disallowed or partially disallowed items, however, 
discloses only one, “contingent fees for securing Government orders.”’ which 
is forbidden by statute governing expenditure of Department of Defense funds. 
Statutory prohibitions, therefore, have created none of the disagreements. 

Public policy is a subject we shall discuss more fully later. Allocability 
should be a wholly separate question from allowability. If no allocability can be 
shown or reasonably implied, industry does not expect recovery from the Goy- 
ernment. It does not, however, wish to be foreclosed from even the opportunity 
to prove or show allocability, and any disallowances on a premise of total unal- 
locability are, therefore, objectionable. It is the height of accounting by “‘ob- 
ject” rather than by “function.” 

Equality of treatment among competing contractors is, of course, required 
by the paramount test of fairness. It is not accomplished, however, by total 
or partial disallowance. Rather it must be realized through a recognition of 
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all normal and legitimate costs and judicious price negotiations. One company 
js not superior to another because it may not have incurred a cost that the 
other company has—the test should be, what is the best overall price to the 
Government for what it is buying? Competition is hampered—not encour- 
aged—by arbitrary cost disallowances. 

Neither is disallowance a solution to difficulty of measurement or control. 
Ways acceptable to both industry and Govertiment can be found to provide 
equitable measurements for allowing the costs of such things as contributions, 
the maintenance of excess facilities, interest, grants to educational institutions, 
advertising, civil defense, reconversions, applied research and development, and 
many other kinds of costs proposed to be disallowed or specially reviewed. Let 
us recall Commander Malloy’s admonition at the start of the October 15 con- 
ference that “any problem can be solved by reasonable men who are in pos- 
session of the facts and who are motivated to a common purpose.” So far as 
we know, a specific joint effort to agree on such measurements has never been 
undertaken, face to face. If the concept advocated at the outset of this state- 
ment were adopted, these determinations need not be made before cost princi- 
ples are issued—because they would each be interpretations and instructions 
for auditors and not a portion of the principles in ASPR. 

In concluding discussion on this point, let us be sure that the Government 
does not conclude that industry is seeking a blank check. If such an impres- 
sion has been left, please reread the first paragraph of this section I, and 
consider the tests and limitations therein suggested. 


Il. REASONABLENESS AND ALLOCABILITY AS ADEQUATE TESTS AND CONTROLS 


Government spokesmen at the October 15 conference, on several occasions, 
justified specific instructions, limited allowances or disallowances on the grounds 
that reasonableness and allocability are not sufficient, definable or usable 
tests. Such a position is not only contrary to the experience of industry, the 
opinions of every professional accountant who certifies to the accuracy and 
propriety of corporate books and records, the history of Anglo-Saxon and 
American jurisprudence, but also to the words of the proposed regulations them- 
selves. Reasonableness or allocability as tests are used 49 times throughout 
the September 10, 1957, draft, as amended by the August 21, 1958, draft. They 
were also used by almost every Government spokesman at the October 15 
conference. 

One Government spokesman at the October 15 conference quoted excerpts 
from an article by Dr. Howard Wright in the Federal Bar Journal of April- 
June 1958 as proof that “generally accepted accounting principles” are not a 
suitable base for cost determination. This was curious, however, because this 
phrase or its equivalent was used 19 times throughout the DOD draft. He failed 
also to quote Dr. Wright’s conclusion and recommendation, in the same article, 
as to what the primary cost accounting principle applicable to Government con- 
tracts should be. This is quoted from pages 167 and 168 of the Journal, as 
follows: 

“* * * Cost principles used in contract pricing if they are to apply in many 
situations should, in my opinion, be based on the following assumptions: 

(1) Cost is something to be determined ; not negotiated. 

(2) Competition in the marketplace will create equity. 

(3) The Government should recognize its share of the operating costs of 
the supplier. 

(4) The Government will not exercise its sovereign rights in a contractual 
situation. 

“Based on these assumptions, the author would propose the following as the 
primary cost accounting principle applicable to Government contracts: ‘All costs 
incurred solely for the benefit of the Government contract shall be charged di- 
rectly thereto; all cost incurred solely for the benefit of other classes of work 
shall be charged directly to such classes of work. Other costs incurred benefit 
both classes of work and shall be allocated to each in proportion to the benefits 
derived or reasons for incurring.’ ” 

Obviously, Dr. Wright’s position is much closer to that of industry than it was 
portrayed to be. 

These are, therefore, usable tests recognized by all parties to the present dis- 
cussions. All that remains to resolve these differences, then, is to agree on the 
kinds of tests to be applied in utilizing such terms as “reasonableness,” “alloca- 
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bility,’ “standard accounting principles,” and “consistently applied.” We be- 
lieve a joint effort can also resolve these problems. As requested there is in- 
cluded in the attachments hereto, recommended tests of “reasonableness.” This 
has been drafted carefully and has recognized agreements with much that is 
contained in the DOD proposed definition (sec. 15-201.3). 

The use of “reasonableness,” “allocability,” and like concepts as tests are 
wholly consistent with accounting by “function,” and the separation of “prin- 
ciples” from interpretations and instructions, as heretofore recommended, 
When recognized as adequate tests, they also go far to justify the recognition 
of all normal and legitimate costs, as we have urged. 


Ill, APPLICABILITY 


In preparing a single set of comprehensive cost principles and providing that 
they will be applicable clear across the procurement spectrum from cost reim- 
bursement type contracts on one side to price analyses submitted with bids for 
firm fixed price negotiated contracts, including termination or change order 
repricing claims against any type of contract, however placed initially, the De- 
partment of Defense has made the fundamental assumption that cost allowability 
is an identical problem throughout this spectrum and in each of the covered types 
of transactions. We agree that a cost is a cost wherever incurred. Because the 
proposed regulations arbitrarily exclude certain normal or legitimate costs from 
consideration, the Government’s proposals of areas of applicability become im- 
practical and patently unjust. 

If “fairness” is the ultimate test, as we have recommended, then it must be 
conceded that there is nothing fair about both retaining the unilateral right to 
cancel a contract for the Government convenience, and then—when that right is 
exercised—changing the ground rules of allowable costs of termination even 
though the initial contract may have been placed through advertised bidding, or 
on a negotiated firm fixed price, or at a time long before the new regulations were 
even promulgated. Yet in the absence of language to the contrary, this is a sure 
result of the presently proposed language. Similarly, it is not fair to require 
a contractor to certify that something less than legitimate costs, actually incur- 
red, are “total costs.’”’ Such costs do not become a “profit” merely because they 
are “disallowable” under arbitrary Government regulations. This is another 
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inevitable result of blindly accepting these proposed regulations. 
It is also interesting to contemplate the regulation’s effects upon the “growing 
in popularity” incentive type contract. Consider the incentive contractor who, 


‘ 


against a $1,000 target cost, is to be paid $100 profit, or a total of $1,100. It 


actually performs the contract with total costs of $950 but which, under these 
regulations, might well result in allowable costs of only $900. If the incentive 
profit division is 80 percent to the Government and 20 percent to the contractor, 
the contractor would receive a price of $1,020, thus being required to give $80 
of the “savings” back to the Government, even though he had already actually 
paid out $50 of that $80 as costs incurred. On his basis of costs, he would have 
received a price of $1,060 and a profit of $110. Thus his absolute and actual 
profit is reduced from the target of $100, or from the deserved profit of $110, to 
$70, but the Government would report to a renegotiation board that he had re | 
ceived a profit of $120. This simple example, we submit, clearly demonstrates | 
the unfairness of applying to incentive contracts any cost principles which do 
not recognize all normal and legitimate costs of doing business. 

We cannot emphasize too strongly that experience of the last decade indicates 
that to the extent that costs are rigidly decided to be allowable or unallowable, 
formula price fixing is automatically involved. Despite the sincere instructions 
in this draft that costs shall be only one factor of pricing, the draft actually re 
quires that many costs called “unallowable” be eliminated from the submission 
from the outset. Thus such costs will never be considered in negotiation, and 
will never become a factor in pricing. To this degree, formula pricing has al- 
ready occurred. In this atmosphere, an increased use of fermula pricing will 
be an inevitable result of putting regulations out in this format and of this 
character. The Hoover Commission, in 1955, recognized this in its recommenda- | 
tions for revisions in ASPR, section XV, when it recommended cost principles 
only for cost reimbursement type contracts, and that there only be “guidelines 
for auditors” as to everything else. 

Are “costs a factor” in any negotiation before such costs are incurred? They 
are not then costs, but only estimates of what costs will be—and one may argue, } 
but never decide, as to which is the most accurate of different estimates. A 
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final meeting of the minds occurs on price, not on costs—and this necessitates 
each party taking a risk of being wrong. This, however, is nothing to fear, or 
to be ashamed of, for this has been the trading technique of centuries, and has 
provided the highest incentives to efficiency. To go to or toward rigid formula 
pricing is to diminish or remove such incentives. 

Implication exist that these proposed regulations may broadly apply to sub- 
contractors and vendors. There is no privity of contract between the Government 
and a subcontractor on any tier below the prime contractor itself. There can 
be no assurance, therefore, that a prime contractor can, even in the best of 
faith, in all cases obtain necessary goods or services from subcontractors under 
eontracts containing Government clauses or incorporating by reference Govern- 
ment cost or other regulations. Nor can it always require its subcontractors so 
to contract with their vendors and suppliers. This has been the repeated ex- 
perience in many instances where such attempts have been made. Also it is 
impossible to predict or anticipate at the time of initial negotiations, all such 
problems which may arise with subcontractors. Thus, if applied to subcon- 
tractors’ costs, this regulation would appear in some cases to have the effect 
on the prime contractor of forcing it to accept not only the disallowances of 
some of its own costs, but also of some of its subcontractors’ costs. In other 
eases, it would deny the availability of subcontractors to primes, thus forcing 
the use of second-best sources. 

For these reasons, and those advanced at the October 15 conference, we strongly 
urge, at the very least, that this regulation not apply to fixed price negotiations, 
or to the preparation of cost estimates or price analyses in negotiated procure- 
ments or terininations, and that its use in such circumstances be specifically 
negated; and that it not apply to any determinations of costs or prices under 
any contract or subcontract in which it is not specifically accepted by the con- 
tractor. If, however, the regulations are redrafted on the principle of recogniz- 
ing all normal and legitimate costs, reasonable in amount and fairly allocated, 
then their applicability could be expanded. We oppose in principle, however, 
any use of cost data as a formula basis for negotiating prospective firm fixed 
prices. 

IV. EFFECTIVE DATE 


The regulations as proposed are completely silent on when and how they will 
be made effective. This is a matter, however, which cannot be left undecided. 

If the regulations are applied, in any way, to contracts in being, the Govern- 
ment should be prepared to negotiate equitable adjustments of price. This 
applies to contracts placed by advertised bids as well as by negotiation, for 
the applicability to termination settlements and pricing change orders affects 
these contracts, too. We see no other way of being fair in making these regula- 
tions effective. To say that they shall apply only to contracts negotiated after 
a certain date, or executed after such a date, will not suffice—for then a con- 
tractor is left with two different sets of cost accounting rules to apply—one as 
to old contracts, and one as to new. This would continue until all present con- 
tracts are run out, which could be years ahead. Experience under ASPR, 
section XV has shown that auditors and negotiators would try to apply the new 
regulations to existing contracts, whether the contractors had agreed to accept 
them or not. This would only cause confusion, more delay, and more friction 
between Government and business. 

To be fair, then, the Government must be prepared to pay for taking away 
rights to cost recovery. Parenthetically, but also of importance, it must also 
be prepared to accept and pay indefinitely for materially longer times for 
cost and price presentations, audits, and negotiations, and substantial delays 
in completing procurement and pricing actions. It just takes longer to isolate, 
review, audit, discuss and decide about over 60 elements of cost than it does 18, 
or none, This will cost money to both the Government and the contractor in 
higher administrative costs and time delays. 


V. REQUIREMENTS OF PUBLIC INTEREST 


At the October 15 conference, it was pointed out that Government officials 
“must weigh rather carefully and rather heavily the public interest factor.” 
Several spokesmen alluded to this, and to “public policy” or such phrases, 
directly or by implication. For example, one said, “are based not necessarily on 
public policy stated in law, but on public policy which we derive from many 
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sources, from committee hearings, for example, personal conversations, ang 
formal memos from the various members of the legislative branch.” 

We are sure that few of us in industry can appreciate the extent or the 
nuances of pressures of many kinds which must be placed upon you and your 
staff, directly or indirectly—including those from industrialists. As citizens, we 
want the public interest protected, and public officials placed under pressure to 
protect them. At the same time, however, we want to be sure it is public jp. 
terest, or that it is public policy—and not merely some individual's concept of 


it, that causes a decision to be made adverse to the interests of industry, and 


ultimately to the Government itself. 

In this area of cost principles, of allowable or unallowable costs for contracts, 
ete., we do not know of any official or clearly identified legislative expression 
of public policy. We do know of an expression of policy by an agency of Copn- 
gress—the Hoover Commission——-which we have already quoted and endorsed, 
We know of some individual rulings of the General Accounting Office on cogt 
allowability—but each of necessity is narrowly restricted to the facts of the par- 
ticular case, and is not unchangeable, overriding policy, nor should these be 


deemed to be the establishment of policy. The same is true of rulings by the 


Boards of Contract Appeals. 

The proposed regulations depart from and are more restrictive than all of 
these, in one way or another. Where, then, is the public policy or public interest 
dictating such action? We fear that it is in the minds of staff personnel, overly 
concerned with the attitudes or expressions, however well considered or not, of 
vocal or powerful legislators or other Government officials. Let us recognize 
that public policy in this field does not exist, and will not exist until you and 
the other Assistant Secretaries make your decisions identifying the official publie 
policy of the Defense Department on which you are relying. It is our belief that 
you have not been restricted in your decisions by any official of the Government, 
even though certain Members of Congress and of the administration may be im- 
patient to have you reach decisions. This is why we have put forth, successively, 
such efforts to try to apprise you of industry’s sincere and objective views on 
these problems. 

We may be considered by some to be biased, but we believe very deeply that 
the welfare of our country’s 20,000 defense contractors, large and small, is im- 
portant not only to defense, and maintaining our armed might, but also to the 
overall economy and welfare of our cities, towns, States, and Nation. These 
will be hurt by these proposed regulations—not vitally, but significantly—and 
their profits, already below those of other industry, will be still less. Before the 


action is taken, therefore, we request that you weigh very carefully whether | 


any public policy requires or makes desirable the infliction of this hurt. 
VI. ADVANCE UNDERSTANDINGS (SEC. 15—204.1(B)) 


Industry welcomes any opportunity to agree in advance on cost principles, 
cost allowances or any other points of potential controversy which might arise 
during or after contract performance. If the intentions of this section as we 
were given to understand on October 15 is truly to make available to contractors 
the privilege of taking up questionable items in advance and will not be deemed 
to be a requirement, we believe it to be desirable. However, the language of 
the section does not make this sufficiently clear and we are fearful that the good 
intentions at the secretarial level may not. be carried out in the field. 

Such agreements to be practical, can be on a contract-by-contract basis as to 
only three of the cost elements listed. These are: (v) precontract costs 
(ASPR 15-—204.2(dd)); (vii) royalties (ASPR 15-204.2(jj)): and (ix) travel 











costs, as related to special or mass personnel movement (ASPR 15-204.2(ss) (5)). | 


All others must of necessity be treated uniformly and on an overall basis. No 
forum is provided for such overall negotiations, nor is any basis provided for 
effecting agreements binding for all Government end-use work, whether as a 
prime or subcontractor. The latter is especially burdensome for small businesses 
doing business as subcontractors to many large primes. 

Comparisons to custom under part 5 of the present ASPR, section XV are 
invalid, as such discussions have often been with auditors and not contract 
officers, and not always embodied in formal contracts or agreements. Nor are 


such overall agreements favoritism to contractors, for no special advantages are | 


sought—only uniform treatment of these kinds of indirect costs. 
This section, then, should be deleted in its entirety, for the reasons outlined 
at the October 15 conference. If retained, however, it should affirm that failure 
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to negotiate in advance does not lead to disallowance, that initially negotiated 
amounts or clauses may be reopened on showing of necessity or changed circum- 
stances, and it should provide a forum in which contractors might negotiate these 
factors on an overall basis. 


VII. INDIVIDUAL ITEMS OF COST 


We could extend our remarks at the October 15 conference and debate further 
on each individual item discussed. This would be unnecessary if you accept 
our basic premises, as heretofore outlined, for then you would not issue, as an 
ASPR, any statement on allowances, disallowances, or review requirements for 
individual elements of cost. If, on the other hand, you should decide to continue 
the present format and approach implicit in the outstanding drafts, then, though 
in overall disagreement, and in addition to the comments herein above expressed, 
we would want to be heard on individual items as completely as possible. To- 
ward this purpose, we have prepared and attached an illustrative list, with only 
a minimum of justification, stating industry’s position both on those items dis- 
cussed at the October 15 conference, and on those items not discuused but as to 
which disagreements still exist. We shall, of course, be glad to amplify these in 
writing or in person to any extent you or the other Assistant Secretaries may 
wish. 

Apart from these items, it was apparent at the October 15 conference that 
considerable redrafting of the proposed regulations is necessary to clearly express 
the matters on which there is no disagreement except as to semantics. When your 
overall decisions are reached, we hope that their implementation, as well as 
these corrections, can be made the basis of a joint drafting effort by a very few 
persons from Government and industry who are not committed to the old words 
and the old cliches. Such a procedure has been expeditious on other subjects— 
it should be on this one, too. 

In conclusion, may we express again our appreciation for your sincerity 
and patience in hearing us out on these difficult issues. You have an opportunity 
to make a unique and lasting contribution to the health and welfare of our 
defense effort and the industries which are participants in it. We hope that we 
have helped to show you how that can be done. 

Sincerely yours, 
ERNEST F. LEATHEM, 
Associate Chairman, October 15, 1958, Conference. 


ATTACH MENTS 
I. Test of reasonableness 

We propose the following: 

(a) In evaluating estimates or actual costs of performance of specific con- 
tracts, the application of the test of reasonableness requires a flexibility in un- 
derstanding and the exercise of sound judgment in dealing with the specifie item 
after consideration of all influencing or related factors. 

(b) Evaluations of reasonableness, of necessity, involve consideration of (1) 
the function of the cost, (2) the amount of the cost, and (3) circumstances under 
which it was incurred. 

(c) These elements may then be tested against one or more of the following 
factors as appropriate : 

(1) Whether the cost is recognized as an ordinary type of expense in the con- 
duct of the contractor’s business ; 

(2) Whether the cost makes a functional contribution to the conduct of the 
contractor’s business ; 

(8) Whether the cost was incurred in accordance with established policies and 
practices of the contractor ; 

(4) Whether the level of the cost is consistent with the prior history or ex- 
perience of the contractor with regard to the cost, adjusted for changed con- 
ditions ; 

(5) Whether the cost is compatible with the prevailing level of comparable 
costs incurred in similar concerns, in the same geographic area, or in industry 
in general; 

(6) Whether the cost exceeds that which would be incurred by an ordinary 
prudent person in the conduct of competitive business giving recognition to the 
circumstances under which it was incurred. 
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‘°(d) In the negotiation of fixed price contracts, the presumption of reason- 
ableness, of costs, as such, is not applicable inasmuch as the controlling element 
in such negotiation is the overall price. 

(e) As to allowability of costs under cost reimbursement type contracts, the 
presumption of reasonableness shall be accepted unless the cost is patently un- 
reasonable either as to type or amount when measured by applying the appro- 
priate factors of those listed in (c) above. Prior to making a determination 
of unreasonableness, the contractor shall be given the opportunity to submit 
data sustaining the reasonableness of the cost. The burden of proof shall be re. 
garded as having been met if the evidence submitted sustains the reasonableness 
of the cost under the circumstances in which it was incurred. 


Il. Advertising (sec. 15-240.2(a)) 

Industry recognizes that some forms of advertising are seldom, if ever, 
properly allocable to Government contracts, but these are far narrower than 
the areas of advertising, and other types of costs, absolutely excluded and made 
unallowable by this section. It protests, therefore, such absolute exclusions 
and wants the right to present its case in negotiations to show whether and 
to what extent its advertising is of beenfit to the Government, is reasonable in 
character and amount, and is fairly allocable to Government contracts. This 
is especially necessary in view of the breadth of definition given to advertis- 
ing in this section and the artificial distinction drawn among varying advertising 
media. 

Here, as in all specific elements of costs, we recommend that there be no 
exclusions by definition, and that the tests of allowability should be defined, 
and not the tests of unallowability. This would relieve cost elements of the 
stigma of unallowability in general. 


IIT. Compensation for personal services (sec. 15.204.2(f)) 


The August 21, 1958, revisions to this section are a great improvement, but 
a few needs for clarification remain, as pointed out specifically by the in- 
dustry spokesmen at the October 15 conference. As no serious disagreement 
seems to have evolved at the October 15 conference, this seems to be purely a 
drafting problem. It would be helpful, however, to reduce the quantity of 
needless reviews by shifting the burden from the contractor (to prove reasona- 
bleness) in part to the Government (to allege unreasonableness). 


IV. Research and development (sec. 15—204.2 (ii) ) 


We propose the following specific language to substitute for this clause: 

“1. Basic research, for the purpose of this regulation, is that type of research 
which is directed toward increase of knowledge in science. In such research, 
the primary aim of the investigator is a fuller knowledge or understanding 
of the subject under study, rather than any practical application thereof. Ap- 
plied research, for the purpose of this regulation, consists of that type of ef- 
fort which (1) normally follows basic research, but may not be severable from 
the related basic research; (2) represents efforts to determine and expand the 
potentialities of new scientific discoveries or improvements in technology, 
materials, processes, methods, devices, and techniques; and (3) represents 
efforts to ‘advance the state of the art.’ Applied research does not include 
any such efforts when their principal aim is the design, development, or test 
of specific articles or services to be offered for sale. 

“2. Development is the systematic use of scientific knowledge which is di- 
rected toward the production of or improvements in useful products to meet 
specific performance requirements, but exclusive of design, manufacturing, and 
production engineering. 

“3. A contractor’s cost of independent research as defined in (1) above (not 
sponsored by a contract, grant, or other arrangement) shall be allowable as 
indirect costs, provided they are incurred pursuant to a broad planned program 
reasonable in scope, with due regard to expansion when justified by changes in 
science and technology, and which is well managed. Such costs should be 
charged off as incurred, and not capitalized, and shall be equitably allocated to all 
the work of the contractor, but in appropriate cases, such allocations may be 
made separately for each of a contractor's organizational segments. 

“4. Cost of contractor’s independent development, as defined in paragraph (2) 
above (which are not sponsored by a contract, grant, or other arrangement), are 
allowable to the extent that such development is related to the product line 
for which the Government has contracts and provided such costs are reasonable 
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in amount and are allocated as indirect costs to all work of the contractor on 
such contract product lines. Such costs may either be allowed as incurred, or 
capitalized and amortized over a reasonable period, but the method of recovery 
chosen by the contractor must be uniform and consistently applied. 

“5, If provided for under the contractor’s accounting system, independent 
research and development costs may, but are not required to include amounts 
representing appropriate shares of indirect or administrative costs.” 

This supports the basic industry position that applied research should be 
grouped with basic research, and not with development (which Mr. Holaday’s 
comments supported). These costs should be recoverable against the base of all 
contracts of any type to the proportion which Government business bears to total 
business or in accordance with other acceptable methods of allocations. Develop- 
ment should be recoverable against all types of contracts, included within the 
product line toward which the development is directed. 

On study we believe this clause will be seen to provide the overall controls 
sought by Messrs. Munves, Golden, and others at the October 15 conference. On 
the other hand, the proposed language in the August 21, 1958, draft would exclude 
entirely all applied research cost recovery unless it was related to production 
work in contract product lines. This is impractical because such research begins 
long before such a relationship can be identified. Also it excludes any recovery 
of that portion allocable to research and development contracts. This is mani- 
festly unfair, especially to those companies whose Government work is largely, 
but not wholly, on that form of contract. Moreover, the requirement for applying 
departmental overhead to research and development jobs should be permissive 
and not mandatory since the proposed draft would force a contractor to perform 
his accounting in a prescribed way. 


V. Contributions and donations (sec. 15-—204.2(h) ) 


It is contrary to every instinct of humanity and fails completely to recognize 
industry's public and community responsibilities to deny acceptance of its expend- 
itures for contributions and donations as normal and legitimate costs. The fear 
of the Government seems to be excessive gifts or improper objects of giving. 
These certainly can be defined, and tests of reasonableness established which are 
acceptable to both industry and Government. Every other branch of the Govern- 
ment recognizes such expenditures as costs, except the Defense Department and 
GAO. 

This is a very small percentage of total costs for most contractors, but is a 
very vital one in maintaining external and community relations. 


VI. Interest (sec. 15-204.2(q) ) 


The Government spokesman at the October 15 conference took a position con- 
trary to all fact when he said that interest “is not a price paid for something 
used in production.” It is incredible for anyone to think that a business can 
be run or a Government contract produced without money, and that there is not 
a price to be paid for money. The simple fact is that interest is a vital cost 
of doing business. Indeed, this cost of capital ranks with the cost of material, 
the cost of labor, the cost of overhead, etc., as the fundamental costs of con- 
ducting any business operation. 

The most frequently presented arguments against interest recovery hinge pri- 
marily upon the thesis that the Government should not favor those companies 
which engage in substantial borrowing over those companies which rely pri- 
marily upon equity capital. The proponents of such a thesis are ignorant of 
the peculiar set of economics in military business as opposed to the acceptable 
economics of ordinary commercial business. This separate set of economics 
must dictate to the sophisticated and competent management of a military com- 
pany that the best interests of their stockholders are served by engaging in an 
optimum amount of borrowing to finance the working capital requirements of 
military requirements of military sales. This “leverage approach” is not used 
for the purpose of pyramiding the earnings on stockholders’ equity, but rather 
because of the cyclical, expandible, and contractible nature of military business. 
Since most borrowings are of the short-term or V-loan nature, which, too, is 
expandible and contractible, management can to some extent insulate the com- 
pany’s financial status against the cyclical hazards inherent in military business. 
To do otherwise; i.e., to rely solely or primarily upon additional stockholders’ 
capital for the financing of military sales, would, by any professional investor 
standards, represent poor management policy. Very simply, to have committed 
the corporation to a broadened stockholder capital base and to be faced sub- 
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sequently with a contraction in its military sales would result in a diluted and 
weakened corporate status. Indeed, the corporation would at that time look like 
an “uninvested” investment trust. 

If, however, the financing of this business was pursued intelligently via 
optimum borrowings, rather than additional stockholder capital solely, the 
corporation would have its stockholder capital reasonably undiluted after both 
the military sales and the aforementioned borrowings have been contracted and 
its financial status, although reduced, would still be one of a going business, 
It is for the Government’s protection that these military contractors remain 
going businesses, following any contraction periods, since it might have to call 
upon these contractors again in the event of a sudden outbreak of hostilities, 
Financing solely through stockholders’ capital will result in the virtual destruc- 
tion of these companies following a contraction period because stockholders 
will have descended upon these corporations and divided the swelled cash purses, 
However, if these corporations remain financially sound and flexible with an 
undiluted equity base during any interim contraction periods, they will retain 
the capability of meeting any new military requirements at short notice. 

Therefore, the granting of interest recovery by the Government is not a sub- 
sidy for weakly managed and weakly financed corporations, but instead repre 
sents compensation to the well-managed and well-financed corporation for very 
properly incurred costs. Such management cannot ignore the fact that by their 
very nature defense contracts often generate more requirements for working 
capital than any other kind of business. 

Finally, this is another instance in which all that industry seeks is an oppor- 
tunity to make its case in negotiations freely conducted, and not to be foreclosed 
arbitrarily from such negotiations. 


VII. Plant reconversion costs (sec. 15—204.2( cc) ) 

Industry believes that there are circumstances not within the limited allow- 
ability provided in this section, and that these should be left open for negotia- 
tion. This is another instance of unreasonable and arbitrary disallowance in an 
area where adequate controls upon allowability should be readily devisable, or 
could be negotiated in advance on a case-by-case basis. This matter can be 
resolved by a joint drafting committee. 


VIII. Overtime compensation (Sec. 15—-204.2(y) ) 

Industry’s recommendations are limited to requesting a clarification between 
overtime premium pay and shift premium pay, both in ASPR, section XII and 
any new section XV. 

This matter can be resolved by a joint drafting committee. 


ITEMS NOT DISCUSSED AT OCTOBER 15, 1958, CONFERENCE 


IX. Rental costs (sec. 15-204.2(hh) ) 


The provisions of this section, both as to normal rentals and leaseback rentals, 
are unrealistic and inequitable, in that the tests of reasonableness are much too 
narrow. The ultimate test should be the rental value of comparable properties, 
and not comparisons to costs which the contractor would have sustained as 
owner. For example, the actual owner is entitled to a profit, to be included in 
his rental, and not just a bare cost recovery. 

Full recovery of actual lease or leaseback costs have been maintained and 
allowed in decisions of the Armed Services Board of Contract Appeals. 

It would be unfair as to present lease or contractual commitments which can- 
not be altered to disallow now legitimate costs incurred thereunder. This is a 
typical example of the injustice of changing rules in midstream. 

X. Civil defense costs (sec. 15-204.2(e) ) 

It is unrealistic, and a detriment to the perfection of civil defense plans fora 
community or area as a whole (which certainly must be done under threats of 
A- or H-bomb damage), to deny allowability to reasonable expenditures under- 
taken off or away from the contractor’s premises, and for contributions to local 
civil defense funds and projects. The later usually consist of employee time and 
equipment (trucks, mobile radios, ete.) rather than cash, and are closer to plant 
protection costs than to charitable contributions. 

The limitation that expenditures must be made at the suggestion or require- 
ment of civil defense authorities is not only unrealistic, but a direct violation 
of management's right and duty to protect its properties. 
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This item is of insignificant dollar value in most companies, but is illustrative 
of a number of items where partial disallowance is accomplished by definition. 


xl. Contingencies (sec. 15-204.2(g)) 


As to “historical contingencies,” industry requests that they not be categori- 
cally disallowed, but left open for negotiation. The proposed regulation, in sub- 
paragraph (2), is based on the erroneous assumption that because the event 
giving rise to the cost is in the past, then the actual cost can be definitely known. 
This is not true in many normal business situations. One typical example is 
warranty expense. 


| XII. Depreciation (sec. 15-204.2 (i) ) 

This section is replete with technical changes requiring the type of language 
revisions which could be accomplished by a joint drafting committee. The prin- 
cipal matter of substance which, in fairness, should be revised is subsection (5) 
| in order to recognize the national interest in maintaining standby defense facil- 


ities, even though these are not necessary to current or “immediately prospective” 
production. 


yl. Excess facility costs (sec. 15-204.2 (1) ) 
Limiting the allowance of excess facility costs to “current and immediately 
prospective purposes” is too restrictive and does not serve the Government’s 


best interests. We feel that those facilities “reasonably necessary for standby 
production purposes” should be the criteria. 





XIV. Insurance and indemnification (sec. 15-204.2(p) ) 


Industry's objections to this paragraph are technical but vital. These are 
based upon the premises that (1) the portion of business interruption insurance 
which is disallowed cannot be avoided by contractors as a normal and legitimate 
business cost and should be allowed in full, (2) actual losses incurred through 

janapproved self-insurance program or otherwise should be allowed without being 
contingent upon contractual coverage since these cannot be foreseen in advance 

lof occurrence, and (3) the contractor should not be prohibited from purchasing 
insurance covering the insurable risk that a contractor has in Government prop- 
erty unless there is a complete relief of liability granted to the contractor. 


XV. Financing costs other than interest (sec. 15-—204.2(q) ) 


Financing and refinancing costs are an inevitable part of the costs of doing 
business. These costs should not be shoved over entirely against commercial 
business. Government should bear its fair share. 

Does anyone really believe that financing is not required to do business with 
| the Government? 


XVI. Maintenance and repair costs (sec. 15—204.2(t) ) 


Industry recommends an unqualified allowance of such costs, and hence, 
the deletion of subparagraphs (1) (i) and (ii). 


XVII. Material costs (sec. 15-204.2() ) 


Technical revisions are required in subsections (2), (3), and (4) to assure 
that the contractor is entitled to recover its full costs of materials, and to 
recognize varying acceptable accounting practices. As to subsection (5), the 
jallowability of prices in interdivisional transactions is too narrowly defined 
and needs extensive revision, especially to recognize the fact that competitive 
costs exist as to wholly Government end-use components as well as to com- 
mercial components. 


XVIIT. Organization costs (sec. 15-204.2(w) ) 


True costs of organization are an inescapable cost and should be allowable if 
amortized on a reasonable basis. Without them, the contractor would not 
exist to undertake contracts for the Government. 


‘TIX. Patent costs (sec. 15-204.2(2) ) 


This section is unduly restrictive in its wording, and could be materially im- 
proved by a joint drafting committee. The Government certainly should not, 
directly or by implication, disallow the costs of obtaining and protecting patents 
to which it wants or claims license rights and, in addition, it should bear its 
allocable share of patent costs incurred by the contractor. 
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XX. Professional services costs (sec. 15—204.2 (ee) ) 

The success of a suit against the Government, or of defending a suit brought 
by the Government, is proof of the contractor’s inherent rights. The professional 
costs of defending these rights should, in all fairness and equity, be allowable, 

Technical corrections and changes are also desirable in the tests of reason- 
ableness and allowability contained in subsections (1) and (2) of this section 


XXI. Recruiting costs (sec. 15-204.2(99) ) 

We would prefer to see the subject of “special benefits or emoluments” dealt 
with affirmatively. As presently written the use of “standard practices in the 
industry” as a criteria for allowance would be most difficult if not impossible 
to administer and determine. Therefore we recommend changing the last sen- 
tence in this paragraph to read: “Reasonable costs of special benefits or emolnu- 
ments offered to prospective employees are allowable.” 





XXII. Royalties (sec. 15-204.2(jj) ) 

This section needs material revisions and deletions. The determination of the 
unenforcibility of a patent (see subsec. (iii) ), or of its invalidity (see subsee, 
(ii) ), are judicial functions, which under no circumstances should ever be left 
to the determination of a contracting officer. 

Royalty payments are usually based upon contractual obligations freely nego- | 


tiated at arms length. There is no reason why it is not enough to subject them 


to ordinary tests of reasonableness. 


XXIII. Selling costs (sec. 15-204.2(kk) ) 

The philosophy that selling and distribution expenses are generally unneces- 
sary in securing Government business, and hence are unallowable, fails to recog- 
nize the many indirect benefits the Government gains from a contractor’s sales, 
distribution and sales engineering functions. The paragraph as written would 
permit an allocation of only those expenses which consist of “technical, consult- 
ing, demonstration and other services” for purposes of adaptation of the con- 
tractor’s product to Government use. This is an unwarranted limitation and 
this category of expense should be fully allowable, subject only to tests of 
reasonableness and allocability. 


XXIV. Taxes (sec. 15-204.2(00) ) 


This section requires technical revisions to bring it into accord with recent) 
court decisions, and to permit a contractor to protect property against tax lien 
enforcement, and to protect its interests in a timely manner when the Govern- 
ment fails to meet date deadlines. 


XXV. Trade, business and professional activity costs (sec. 15-204.2(pp) ) 


Here again, exclusions by definition occur. One omits from allowability mem- 
bership costs in service organizations which in fact are required to preserve a 
corporation’s status in its plant communities. The other places overly narrow 
qualifications (i.e., “dissemination of technical information or stimulation of 
production”) upon meeting and conference expense allowability. 


XXVI. Additions needed for termination settlements 


Recognition should also be given in the cost principles to the following addi- 
tional types of costs which are experienced by contractors under termination ; 
claims: 

Common claims of subcontractors. 

Costs continuing after termination. 

Initial costs (including high startup costs). 

Interest on borrowing. 

Loss of useful value of special machinery and equipment. 
Preparatory expenses. 

Settlement expenses. 

Special leases. 

Subcontract settlements. 
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XXVIII. Cost elements made wholly unallowable 
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Paragraph of proposed 


Maile unallow- 











Item cost principles able by present 
ASPR sec. XV 

5 ER Se | RP ay Sas be Se ee ee ee . 15-204.2(b) _ ----.----- Yes. 
Stock options A, TOE GER EE MES PIE MB oS. . 15-204.2(f) (5) - -.------ 

Historical contingencies __..........-.-----.-.-------------- " er a} | ERE Yes. 
Contributions and donations . 15-204.2(h) 2. Yes 
Entertainment. --.-.......--.-- " 15-204. 2(k) sania Yes 
SIE GRU GOD. icc pon mecnsconnst sue dutdeiieh adtiudnemen » 16-204.2(]). ..---.--.-- 

OS shi Wisse ow Siirensonicen nse ce Sint old Sue ee aaa dears ce. 15-204.2(q)...........| Yes. 
SE ID sos «natn wieiscaemcecetilo act teue bedtheanckes Sec. 15-204.2(q) . - -----.-.- Yes 
Costs of financing and refinaneing |. 1526550000. i eu ke Sec. 15-204.2(q) .--.-.----- Yes 
Legal and professional fees paid in preparation of feomeett Sec. 15-204.2(q). -------.-- Yes. 
Costs of preparation and issuance of stock on Lie Sec. 15-204.2(q)__.........| Yes 
Losses on other contracts... ....-- ode Sec. 15-204.2(s)............ Yes 
OMNI DIE ioe orn pis ow ne wenn as tule deh paaanadtepraen uk Sec. 15-204.2(w) ....---..-- Yes 
POTIOREE COBB... 2 wesc waves siccetont Ubwbasdecnencus Sec. 15-204.2(w) _.-......-- Yes 
Costs of raising capital Sec. 15-204.2(w) __-.-.-..-- Yes 
Legal, accounting, and consulting services (of certain ty pes) .| Sec. 15-204.2(ee) (3)... Yes 
Rae ee) SF See. 15-204.2(00) (1) (i) - -_-- Yes 
Taxes in connection with financing, refinancing, or refunding. -| Sec. 15-204.2(00) (1) (ii) Yes 
ees OURORINONIS. 52 7. 0 ois 3 cine Wad edptowdas andeodeewk Sec. 15-204.2(00) (1) (iv) .__- 

Taxes for which exemptions are available, ete See. 15-204.2(00) (1) (iii). __- 

Grants to educational or training institutions, including the | Sec. 15-024.2(qq) (5) - -_---- 

donation of facilities or other properties, scholarships or 
fellowships. 

Losses from sales or exchanges of capital assets._..._..........| See. 15-204.2(ff)__....___- Yes. 
Contingent fees for securing Government orders. .._....--.--| sundeitsoaaan Yes. 











XXVIII. Cost elements made partially unallowable 
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Advertising costs 
Civil defense costs 
Depreciation on idle or excess facilities 
Use charge in fully depreciated assets... 
Fines and penalties 
Insurance on lives of officers, partners or anne bs aeereessaliil 
Patent costs. 
Reconversion costs. 
Costs of special benefits or emoluments offered to new em- 

ployees. 

Applied research and development costs 
Accruals for mass or abnormal severance pay 
Commissions and bonuses. -- 
Unrecovered true depreciation 
Insurance. 

Deferred maintenance _---- 
Material costs—credits 
Material costs—writeups or writedowns_. 
Lease-back costs 
Memberships... .- - 
Training and educational costs_--_........-..-..-.---------- 
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XXIX. Cost elements for which special tests or reviews are required 





Item 


Bidding costs__ 

Compensation for person: al services _ 
Future contingencies_____- ——e 
E mergency depreciation or amortization 


Use charge on fully depreciated assets.__._____-- 

Insurance __ | 

Costs of materials transferred between plants or | 
affiliates, 

Overtime, extra-pay shift and multishift pre- 
miums, 

| EE a DT ET Mae 

Professional service costs__- 


Recruiting costs... ......_.- 
Rental costs bil 
Resea’ ch and developm ent costs- 
SY eee ike 
Selling costs _ 
Severance pay : 
U madjaticate’ taxes__ 
Meeting or conference e xpense 
Travel costs_ _ 


..| See. 


_.| See. 1 


l ] 
Paragraph of proposed cost 
principles 


| 
ll 
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15 204.2(c)_. .. 
15-204.2(f) 


Sec. 
Sec. 
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Sec. 
Sec. 
Sec. 
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| 
} 15- 204.2(dd) 
15-204.2(ee (1) 
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15- 204.2/(ii)_.. 
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15-204,.2(kk) 
15-204.2(mm). 
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Sec. 15-204.2(ss) (5) 
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Contingencies ___- 

Insurance and indemnification: 
Losses not covered by insurance 
Indemnification CALERA) 8 

Patent Costs ___- 

Professional service costs 

ee OS) Fe oe ee 





Mr. Héverr. Mr. Hess? 
Mr. Hess. No. 
Mr. Hépverr. John ? 


Sec. 
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Sec. 
Sec, 
Sec. 


sec 
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a requirement of cost 


Paragraph of proposed 


cost principles 


15 


. 15 
ec. 15 
15- 
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204.2(g). 


204.2(p)(1)e. 
204.2(p) (2). 
204.2(z). 
204.2(ee) (3). 
204.2(hh) (3). 





Mr. Courrney. And particularly section 15, Mr. Miller, which I am 


sure we are all familiar with. 
Mr. Minter. Very good, sir. 


Mr. Hépert. Thank you very much, Mr. Miller. 


Mr. Mitter. Thank you, sir. 
Mr. 
morning at 10 o’clock. 


(Whereupon, at 11:30 a.m., 





Héezertr. The committee will stand in recess until tomorrow 


the subcommittee adjourned.) 
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— | EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
PERSONNEL BY DEFENSE INDUSTRIES 
| 
WEDNESDAY, JULY 29, 1959 
House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 
The subcommittee met at 10 a.m., Hon. F. Edward Hébert (chair- 
man of the subcommittee) presiding. 
Mr. Héserr. The committee will be in order. 
ail Mr. Courtney. 
Mr. Courrnry. Mr. Chairman, we have the Aerospace Industries 
cost Association, formerly the Aircraft Industries Association, scheduled 
____. for this morning, with Gen. Orv: al Cook, its president, and Mr. Harold 
<q Mosier, its legislati ive representative, at the table and ready to proceed, 


| Mr. Chairman, after the witness have been identified and sworn. 

aa Bir. Héserr. Will you gentlemen rise and identify yourselves for 
the record, each individu: ully. Identify yourselves. Give your name, 
sir. 


| STATEMENT OF GEN. ORVAL R. COOK, U.S. AIR FORCE, RETIRED 


General Cook. My name is Orval R. Cook. Iam a general, retired, 
U.S. Air Force, and I am president and general manager of the Aero- 
space Industries Association. 

Mr. Heéserr. Mr. Mosier? 

am Mr. Mosier. And I am Mr. Harold G. Mosier, legislative adviser 
of the Aerospace Industries Association and a former Member of 
Congress. 
Mr. Hésert. If you two gentlemen will raise your hands. You and 
each of you do solemnly swear that the testimony you will give before 
row this subcommittee in the matters now under consideration be the 
truth, the whole truth, and nothing but the truth, so help you God ? 
Mr. Moster. I do, 
General Cook. I do. 
Mr. Héserr. Gentlemen, be seated. 
Mr. Courtney. 
Mr. Courtney. Mr. Chairman, General Cook has a prepared state- 
ment. ‘The organization has filed a very complete set of answers to 
the committee’s questionnaire directed to organizations, which I would 
ask to have inserted in the record, and about which there may be some 
questions, after the general will have completed his statement. 
Mr. Hénerr. General, read your statement and the committee will 
allow you to finish before it asks questions. 
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General Coox. Very well, sir. é ~— 
Mr. Chairman, I have been following this subcommittee’s investi- 


tion with great interest and appreciate the oppetany to appear bejo 
efore it. arlier we provided answers to the committee’s ques- quest 


tionnaire which asked for limited information on our organization Po 


and on the details of our operations. ” 
I think it important that the committee be fully aware of the nature | 2 me 
of our organization, its purposes, its functions and activities, so that | © 4] 
the answers contained in the questionnaire may be placed in the | Y si 
proper perspective. I trust the statement I have prepared will pro- | ats 
vide that perspective. You 
The Aerospace Industries Association had its roots in the Manu- a 
facturers Aircraft Association which was created 42 years ago to solve | wali 
a problem confronting the Government. At that time, aircraft pro- "Th 
duction efforts were severely hindered by the threat of court action | 
for infringement of patents. To solve this problem the aircraft oo 
companies, under the leadership of the War and Navy Departments, ae 
drew up a cross-licensing agreement under which everybody could use rok 
all patents. Ma 
This trade association was incorporated in 1919 as the Aeronautical " 
Chamber of Commerce. As such it has continued as the trade asso- ~ 
ciation of the aircraft manufacturers. During World War II, certain S 
elements of the manufacturing activities were handled by newly ‘ 





created aircraft war production councils to more efficiently provide for n - 

interchange of Government-industry information on aircraft pro- “Gui 

duction. ie 
Through these channels aircraft manufacturers pooled all known Air 


information—every idea on engineering, design, tooling, manufactur- 
ing methods, and patents. They even went so far as to exchange ma (2. 
terials and parts, tooling, and test facilities to overcome threatened “y,; 
bottlenecks. As a typical example, one company provided a competi: 4.54. 
tor with the results of a $2 million research program it had conducted) oon 
in flutter control. "in , 
These were wartime emergency measures and at the end of the war ny 
the councils were disbanded. The Aeronautical Chamber of Con- sew | 
merce in 1945 changed its name to the Aircraft Industries Associa- ,. 4 ,, 
tion and continued to serve as the central aircraft industry agency it ghano, 
seeking the solution of the myriad problems connected with design, ow 
development, and production of modern aircraft and missiles; and to 
serve as the communication channel between industry and Govern of the 
ment, | : tt ; fense 
Earlier this year the association’s name was again changed to re {nang 
flect our industry’s expanding interests and responsibilities in our seq o 
national space efforts. Now, as the Aerospace Industries Association * 
it is the national trade association of the major manufacturers of and re, 
aircraft, missiles, space vehicles—their components and support equip ~The 
ment. It has 79 manufacturing members—both large and small. frees: 
This association is organized so that it can immediately perform the tends 
functions of the aircraft war production councils, should the need of oy 
ever arise. materi: 
The association is concerned primarily with the industrywide as- if cert, 
pects of aeronautical and astronautical research, development, pro [t indi 
duction, and logistic support. It acts as the communication link be, interest 


‘industr 
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. |tween the Government and industry in arriving at cooperative solu- 
esti- | tions to problems arising in these areas. It may be of interest that 21 
pear | major projects on which AIA worked in 1958 were initiated at the re- 
ues: | quest of governmental agencies. 
Mion |" Policy direction of the association’s activities is vested in a board of 
vernors which is composed of the chief executive officers of various 
member companies. Under this policy AIA activities are carried on 
‘by 41 committees and councils representing every aspect of aircraft, 
missiles, space vehicles, propulsion systems and associated compo- 
nents, and accessories production and their industry management. 
You will note from the committee directory before you that each 
committee consists of high level company representatives especially 
qualified in the various fields of responsibility. 

pro- "The titles of a few of these committees will indicate the widespread 
ess" areas of association interest and activity : 
craft Quality control committee: to develop policies, procedures, and 
pe recommendations to insure continuing improvement in product per- 
formance and reliability. 

Manufacturing committee: to obtain more efficient manufacturing 
methods, equipment, and processes, new techniques, and improved con- 





solve 


tical 


dk servation practices. 
ewly Spare parts committee: concerned with reducing spare parts re- 


ote epee streamlining spare parts provisioning practices, more ef- 
cient logistic support. 
Guided missile council: concerned with research, design, develop- 
ment, and construction, with special emphasis on reliability. 


tal Aircraft research and testing committee: concerned primarily with 
al applied research and testing of new structures, materials, and proc- 


esses and exchange of information thereon. 
tened “National aircraft standards committee: development of uniform 
peti: | standards and specifications for aircraft and guided missiles parts, 
uct systems, installations, components, materials, and processes. 

In these and other committees of the association, 1,900 key com- 
® War’ pany specialists are serving in an effort to develop better products 
Com: nore e iciently. The primary purpose of the AIA staff is to serve 
30cl& 43 a secretariat for these committees, to serve as the channel for ex- 
icy I! change of information and views, and to act as the focal point where 
°sigl; information developed by these committees can be obtained. 

a The data and information assembled by the association as a result 
vern| of these committee activities is available to the Department of De- 
fense, the Army, Navy, and Air Force, the National Aeronautics and 
tT Space Administration, the Federal Aviation Agency, and other inter- 
n OU ested governmental agencies. 
ation Among the more important projects undertaken by the association 
ors Of and recently completed were: 
om | The preparation and dissemination of an annual 5- and 10-year 
sma forecast of engineering trends and requirements and manufacturing 
m tht trends and requirements. This represents the combined thinking 
» nee’ of our top industry specialists in design, in manufacturing, and in 
materials. It serves as a guide for the Government in determining 
de &- if certain projects are technically feasible during a given time period. 
+ PO It indicates to the Government, to our own industry, and to other 
nk % interested industries—such as the tool industry and basic materials 
industries—problem areas which will require increased attention and 
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effort, and future requirements for various types of tools, equipment, 
and materials. 

Another important contribution was the successful joint effort of 
the USAF Air Materiel Command, Massachusetts Institute of Tech- 
nology, and industry in developing a new system called APT (auto- 
matically programed tool) for machining of complex aircraft and 
missile parts, which offers savings in skilled man-hours of 80 to 95 
percent. 

Recently completed and made available to the Department of De- 


fense is a voluminous document with the unlikely title of “the | 


MILDDU Proposal” for improved data interchange (military, in- 
dustry, logistics data development unit), as the alphabetical title 
spelled out. Despite this title, it is an important contribution to the 
solution of the increasingly complex problem of logistic support. It 
is a program which would provide a universal standard for military- 
industry support data interchange, increase the accuracy of spare 
parts accounting, reduce the overbuying of spares, and improve the 
speed and efficiency of providing needed spares at the right time. 
These are a few highlights of AIA’s activities and are outstanding 
examples of the principal areas of concern and activity of the asso- 
ciation. You will note from the bylaws of our organization, sub- 
mitted in response to your questionnaire, that other purposes, stripped 
of their legal verbiage, include— 
(1) To foster, advance, promulgate, and promote trade and 


commerce in the interests of those engaged in manufacturing air. | 


craft and astronautical vehicles; 

(2) To disseminate among its members and others accurate and 
reliable information concerning aeronautics and astronautics; 

(3) To do every act and thing which may be necessary and 
proper for the advancement of the aeronautical and astronautical 
arts and industries; and 

(4) To advocate and promote in every lawful way the enact- 
ment of just and equitable laws, both National and State, per- 
taining to aeronautics and astronautics. 

In my opinion, the latter function is a legitimate and essential 
activity for a trade association, especially for an association whose 
members are involved in the most complex and revolutionary indus- 
try in history. We believe it is our duty to provide the people of the 
United States with the most up-to-date information we can on the 
nature of our industry, its achievements, and its problems. By the 
same token, we must provide this information to the representatives 
of the people in Congress, since it is their decisions which, by and 
large, determine the security of this Nation and the status of this 
industry. 

You are well aware that some 80 percent of the business done by 
the members of this association is with the Government, also com- 
pletely in connection with our national defense effort. Virtually all 
the aircraft, missiles, and space vehicles now being produced for our 
national defense are produced by members of this association, ‘Thus 
the strength of this industry—its capabilities—is a vital part of our 
national security. The actions taken by you gentlemen here, and by 
other Members of the House and the Senate, and, of course, by the 
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administration, which affect our national security, have a direct bear- 
ing on this industry. 

it is therefore of the utmost importance that the problems facing 
the industry are known to those involved in making these national 
decisions. It is important that the industry’s view be presented. 
We do not believe that we, in industry, should make the decisions; 
we do believe, and will continue to believe, that our suggestions, our 
recommendations, and our viewpoints should be rat for evalua- 
tion and consideration before the final decisions are made. 

As a consequence, we have registered under the Lobbying Act, Pub- 
lic Law 601, 79th Congress, even though our legal counsel questioned 
the necessity for filing due to the nature of our association’s functions. 

Our activities in this area are directed toward the solution of specific 

roblems of the industry. For example, we have appeared before the 
rm Ways and Means Committee and the Senate Finance Commit- 
tee in support of the extension of the Renegotiation Act and recom- 
mended certain amendments that we believe would have clarified the 
definition of “excessive profits,” and also would have provided due 
process of law in a greater degree to renegotiation proceedings. Our 
recommendations were not adopted. However, we are gratified that 
Congress did authorize a full and complete study of the procurement 
policies and practices of the military services as well as the policies 
and practices of the Renegotiation Board. We believe that this 
thorough study will provide the facts that will support the need for 
some amendments to the present Renegotiation Act. 

We have urged the passage of legislation which would provide for 
indemnification against third party liability resulting from nuclear 
and other unusually hazardous risks. 

We have urged that the patent provisions of the Space Act be modi- 
fed to conform with the policies and-regulations which have been 
successfully developed over a period of many years by the Depart- 
ment of Defense. 

It is in areas of this nature that our legislative efforts are di- 
rected. 

The decisions to oppose or support any particular legislative pro- 
posal are not taken lightly by this association or its members. It is 
only after there has been careful analysis by our qualified technical 
committees and approval of our Board of Governors that any action 
is taken. The basis on which our technical committees make their 
judgments as to the impact of any legislative proposal is primarily 
predicated on the answer to this question: Will the enactment or 
failure to enact such legislation impair industry’s capability to do 
its assigned job at maximum efficiency? It is on this basis that our 
decisions are taken, and I would emphasize that all of our activities 
inthis area are open and aboveboard. 

Our activities are not directed toward such areas as the magnitude 
of defense budgeting, composition of forces, numbers of weapons or 
kinds of weapons to be bought. Asa matter of fact, it is historic that 
this association does not take a position on such subjects. We have 
consistently made this position public, and we believe it is the only 
proper posture for the industry to assume. It is our basic belief that 
the decisions as to what weapon should be procured and in what quan- 
tity can be properly made only by the using agency. 
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I would like, in this connection, to stress the fact that this associa- 
tion does not engage in the selling or promotion of a particular prod- 
uct or piece of equipment. It does not engage in the negotiation of, or 
discussion of any particular contract. Neither the association as an 
entity, or any member of its staff, is authorized or qualified to dis. 
cuss the merits of any product. As a matter of fact, in the event a 
staff member should endorse the product of any one particular com- 
pany, I feel quite sure that the competitive nature of the other mem- 


rs of our association would bring his employment to an abrupt | 


end. 

We are firmly convinced that only those weapons which best per- 
form their military function should be ordered or procured. We do 
not believe that weapons should be purchased from our industry as 
a sort of Defense Department “WPA” designed to keep companies 
alive. In the event that it is essential to keep employment at a high 
level in certain areas, there should be other ways of insuring this, 
Certainly, the procurement of an inefficient or obsolescent weapon 
simply to maintain the economic health of a company or a community, 


is not in the best interests of national security ; and, in fact, it violates | 


one of our most fundamental national precepts, which is that the 
American soldier, sailor, and airman should always be provided with 
the finest weapons we can conceive and produce. 

That completes my statement, Mr. Chairman. 

Mr. Hésert. Thank you very much, General. 

Mr, Courtney. 

Mr. Courtney. Mr. Chairman, I have placed on the desk the an- 
swer to the questionnaire of the subcommittee which has been made 
by the Aerospace Industries Association. 

First, I would like to call attention to the features of which the 
committee is primarily concerned: (1) That this is a tax-exempt 
organization and a nonprofit organization; is that correct, General! 

General Cook. That is correct. 

Mr. Courrney. And your income is derived from dues and assess- 
ments and some few minor sources, such as interest on your invest- 
ments ¢ 

General Coox. Correct. 

Mr. Courtney. Last year the total income from dues and assess- 
aments—of the last year reported on—was $1,419,115.95, and some 
$15,351 in interest on the association’s assets. That is correct? 

General Cook. Yes, that is correct. 

Mr. Courtney. Now, the compensation, of this sum, $120,116.08, 
was paid to the officers and directors of the association; is that cor- 
rect ¢ 

General Coox. Not to the directors of the association. 

Mr. Courtney. I am sorry, to the officers of the association ? 

General Cook. Yes, sir. 


Mr. Courtney. Now, I would like to call attention to another item. . 


From the assets and the income of the association, the only outside 
contribution was to the National Aviation Educational Council, of 
$39,700. 

General, while we are on that subject, just what, briefly, is the 
National Aviation Educational Council? 
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General Coox. The National Aviation Educational Council is an 
organization affiliated with—as I recall it—the National Education 


_ Association, which has as its purpose the dissemination of informa- 


tion on aviation and the use of the more or less romantic and attractive 

features of aviation in exciting the desire of youth to go into some 

of the technical and scientific educational 
Mr. Courrnry. Would you call them general education aids? 
General Coox. Oh, yes; educational aids. They are all educational 





aids. 





Mr. Courtney. Visual and otherwise, to stimulate 
General Coox. To stimulate interest in science and technology. 
Mr. Courtney. Among students. 

General Cook. Among students. And that organization is in our 
opinion doing an excellent, very excellent job. This was started, by 
the way, Mr. Courtney, in 1953, when our members became concerned 
about the shortage of technical and scientific personnel and wanted 
to do something on their own to stimulate interest of youth in those 
studies. 

Mr. Courtney. Now, one question with reference to the assessments. 

The highest amount reported for any single company is $75,000, 
in the way of an annual contribution, and the lowest I believe is $100. 
And you have a statement which says that assesments are based upon 
the needs of the association. 

General Coox. That is correct. 

Mr. Courtney. And that I presume has to do with the intermedi- 


“ates between $100 and $75,000, since they appear to be in odd sums 


of contribution, such as, for example, Bell Aircraft at $27,220; Bendix 
at $69,059, and so on. How were those assessments determined upon ? 
General Coox. They were determined upon gross sales. 
Mr. Courtney. Gross sales? 
General Coox. Yes, sir. 
Mr. Courtney. In the current year or in the year preceding the 


| assessment ? 


General Coox. The average of the 2 years preceding the assess- 
ment. 

Mr. Courtney. So we would understand, then, if I may summarize 
-_ there is a maximum beyond which no one is required to con- 
tribute ? 

General Coox. That is correct. 

Mr. Courrnry. Regardless of the amount of its sales? 

General Coox. That is correct. 

Mr. Courtney. And that would be $75,000? 

General Cook. Yes. 

We did reduce that this year, though, by 5 percent. So it is lower 
than that now. Seventy-one. 

Mr. Courtney. It is $71,000? 

General Cook. $71,255. 

Mr. Courtney. But in the last reported year, which was 1958—— 

General Coox. It was $75,000. 

Mr. Courtney. And this is the report with which we are dealing 
because it is a complete year ? 

General Coox. Yes, sir. 
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Mr. Courtnry. The maximum was $75,000. And the intermediate | Ge 
sums which we see here, of $17,944.53 for Aerojet General Corp.—just | M1 
to pick them at random and in alphabetical order, were determined} Ge 





upon the basis of sales ? Mi 
General Coox. Yes, sir. prod 
Mr. Héperr. Mr. Courtney, may I ask that the entire list of those| Ge 

contributions be read now into the record ? Mr 
Mr. Courtney. Be read into the record ? Ge 
Mr. Hépserr. Yes. Put them in at this point. | Mr 
Mr. Courtney. Yes, Mr. Chairman. / Mr 
This I may say—and, General, you correct me if I am wrong—is| Mr 

a part, that is, is taken from the filing that was made with the In-| Mr 





ternal Revenue Bureau, which the association has supplied us with,| Mr 
a return on form 990, on which a report is required of individual con-| Get 
tributions, and this is an exhibit. | Mr, 
I read from the exhibit. Will you check me as I go along, General? | as we 
General Cook. Yes, sir. Ger 
Mr. Courtney. Aerojet-General Corp., $17,944.53; Avco Manufac-| Mr 
turing Corp., $14,335.98; Beech Aircraft Corp., $14,182.53; Bell Air-| Ger 
craft Corp., $27,220.04; Bendix Aviation Corp., $69,059.04; Boeing) Mr. 
Airplane Co., $75,000; Cessna Aircraft Co., $10,123.08; Chance Wool 
Vought Aircraft, Inc., $27,649.55; Cleveland Pneumatic Industries, Ger 
$10,000; Continental Motors Corp., $10,000; Convair, a division of | Mr. 
General Dynamics, $75,000; McDonnell Aircraft Corp., $50,386.65; | ices ra 
Minneapolis-Honeywell Regulator Co., $10,000; North American! Ger 
Aviation, Inc., $75,000; Northrop Corp., $37,623.01; Piper Aircraft | would 
Corp., $3,899.98; Radio Corp. of America, $18,214.39; Rheem Manu) (T! 
facturing Co., $5,184,62; the Ryan Aeronautical Co., $10,000; Solar 
Aircraft Co., $10,076.35; Sperry Rand Corp., $18,929.40; Sn 
Hon. F 





Aviation, $6,797.86 
General Coox. May I? You missed one page, Mr. Courtney. Chetrn 
i =. 7 | Co 
Mr. Courtney. Oh, I am sorry. I will have to go back. I was hee 
confused by the money. ep 


Curtiss-Wright Corp., $75,000; Douglas Aircraft Co., Inc., $75,000; puting 
Fairchild Engine & Airplane Corp., $23,442.07; the Garrett Corp, I en 
$22,304.99; General Electric Co., $46,739.19; General Motors Corp, "!! se 
$44,789.60; Goodyear Aircraft Corp., $17,098.54; Grumman Aircraft yd 
Engineering Corp., $29,895.65; Hughes Aircraft Co., Culver City, cannot 
$48,960.96: Jack & Heintz, Inc., Cleveland, $3,401.66; Kollaman In-) for son 
strument Co., $5,382.09; Lear, Inc., $10,000; Lockheed Aircraft Corp, ™ ete 
$75,000; the Martin Co., $57,669.79. ; 

Did IT read McDonnell? 

Mr. Messersmirn. Yes. 

Mr. Covrrney. Temco Aircraft Corp., $15,843.51; Thompson Ramo tink 
Wooldridge, Inc., $34,598.66: United Aircraft Corp., $75,000; Vertol *g4ns 
Aircraft Corp., $13,062.50; Westinghouse Electric Corp., $18,013.35. of pro 


Mr. 





Now, General, is this assessment based on the prime contracts of dudes 
these companies or does it include their subcontracts which are for, 
defense contractors? tag A 

General Cook. It is based on their total gross aeronautical sales, _ 
of aeronautical and astronautical products. atent i 

ucte 


Mr. Courtney. Regardless of whether the relationship is prime oF) 1 cost: 
sub? whether 
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General Coox. Regardless. 

Mr. Courtney. Or in tiers even below that ? 

General Cook. Yes, sir. 

Mr. Courtney. And we would understand if it is an aeronautical 


product of any kind, this goes to make up the gross / 


General Cook. Yes, sir. 

Mr. Courtney. From which the dues are determined ? 

General Cook. Both commercial and military. 

Mr. Harpy. May I ask a question on that point ? 

Mr. Hépert. All right. 

Mr. Harpy. Both commercial and military. 

Mr. Courtney. Both commercial and military. 

Mr. Harpy. Does it also include service contracts ? 

General Cook. Sir? 

Mr. Harpy. Does it also include contracts for service performed 
as Well as for items manufactured when delivered # 

General Cook. It is based on their gross sale of products.' 

Mr. Harpy. That is what I wanted to understand. 

General Cook. Yes, sir. 

Mr. Harpy. One of them that was listed was Thompson Ramo 
Wooldridge. 

General Cook. Yes, sir. 

Mr. Harpy. Do they have a substantial contract that involves serv- 
ices rather than 

General Coox. I am not prepared to answer that question, but I 
would be very happy to get the information. 

(The information is as follows:) 





AEROSPACE INDUSTRIES ASSOCIATION OF AMERICA, I'NC., 
July 29, 1959. 


Chairman, Subcommittee for Special Investigations, House Armed Services 
Committee, Old House Office Building, Washington, D.C. 

Dear Str: At the hearings before your subcommittee on July 29 you asked 
whether fees for services were included in the sales figures used by us in com- 
puting the dues of our members, 

I enclose a copy of the latest request sent out by us on this subject. You 
will see by the definition on the attached reply form that gross aeronautical sales 
means the total sales of products. 

If we are asked whether service fees should be included we say “No.” We 
cannot be sure that no member includes service fees. It would be a needless task 
for some of them to exclude such income if they were certain their dues would 
be determined by the maximum or minimum limits. 

Respectfully yours, 
OrRVAL R. Cook. 


Mr. Harpy. I think we ought to know, Mr. Chairman, because I 
think it is important that we understand whether the assessments 
against these companies are based exclusively on the actual amount 
of products that they produce under contract or whether it also in- 
dudes services. If we could find that out, we should have it. 





{The board of governors has defined gross aeronautical sales to mean the total sales of 
Products for use in aeronautics (includes astronautics) after due allowance for price 
adjustments, refunds, and returns, provided that refunds and adjustments due to agree- 
hent with the Renegotiation Board under the Renegotiation Act shall be deducted to the 
extent known at the time the report of sales is made, and those determined later shall be 
deducted from the sales of the succeeding year, and provided further that in the case of 
4 cost-plus-fixed-fee contract, sales include costs and fees actually billed or vouchered 
whether or not the finished product has been delivered and accepted. 
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Mr. Hésert. This particular company is strictly a service company, | M1 





as this committee understands it. Ge 
Mr. Hess. No. Mr 
General Coox. No, sir. Thompson Ramo Wooldridge is a mann. | mem! 
facturing organization, sir. licati 
Mr. Harpy. But these assessments are based on the total volume of} Ge 
business, including both commercial and Government business? M1 
General Cook. Yes, sir; products. parti 
Mr. Harpy. Thank you, Mr. Chairman. Ge 
Mr. Hésert. All right, Mr. Courtney. Mr 


| 

Mr. Courtney. The Thompson Ramo Wooldridge complex em Ge 
braces several subsidiaries and affiliates; isn’t that right ? 

General Coox. Yes, sir. Mr 

Mr. Courtney. And is this assessment which is made here—does| this $ 
that comprise the activities, or does it include the activities of the Ge 
subsidiaries and affiliates, this information you are going to supply? posta, 

General Cook. Whether or not the dues to the association inelade Mr 
any subsidiary or affiliate depends upon the member or its affiliate. If Get 
the member wants a subsidiary served it has only to include the sales} Mr 
of the subsidiary and ask the association to provide it service. The) Gel 
case of an affiliate is different. Here I assume that the member does circul 
not have a controlling interest; the affiliate then would be required to Box 


take out a separate membership if it desired such. Sta 
Mr. Courtney. Now, turning over to page 2 of the questionnaire, Mr 
General—— have 
General Coox. Yes. sistan 


Mr. Courtney. Of the expenditures made by the association other Ger 
than the executive salaries of $120,000 and clerical of $219,000—I am Mr. 
using round figures. you 1 

General Coox. Yes. ” Ger 

Mr. Courtney. We come now to an item known as technical, $148-; Mr. 
000. What in general are the services that are encompassed within| Ger 
this expenditure ? | Mr. 

General Coox. Publication of bulletins and such documents as I re- into tl 
ferred to earlier. This compilation “Annual Forecasts and Trends” Gen 


[indicating]. tal so 
Mr. Courtney. This is one that you supplied to the committee? Mr. 
General Cook. Yes, sir. Gen 


Mr. Courtney. Then you have a magazine known as “Planes”? — Mr. 
General Coox. Yes, sir; that assembly and preparation of informa. Gen 


tion data is the one that is included. But 
Mr. Courtney. The “Planes” magazine then would come under the Mr. 
$148,114? service 
General Cook. Yes, sir. Gen 


Mr. Courtney. Now, I have a pamphlet here marked “Missile, Mr. 
From Concept to Count Down.” Under what item would that bk Nov 
charged ? that: re 

General Coox. That would be charged under that $148,000 also, | Gen 

Mr. Courtney. And we have another pamphlet here: “Aviation ings a1 
Facts and Figures, 1959 Edition.” ployee 

General Coox. That would be charged under that also. The 

Mr. Courrney. And the “Aircraft Year Book,” which is here? — ‘pens 

General Coox. That would be charged under that. 
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yany,| Mr. CourrNey. Would that be charged under the same item? 
“| General Cook. Yes, sir. 
Mr. Courtney. Now, in disseminating this information to your 
1any. | membership, is there a charge in addition to the dues for these pub- 
lications ¢ 
ne of} General Coox. No, not for those publications. 
3? Mr. Courtney. For sale without the membership, or for use by third 
parties, not members of your association ? 
_ General Coox. Yes, sir. 
| Mr. Courtney. Is there a charge? 
em: General Coox. There is a charge for certain members; yes. We 
generally send those to Members of Congress, for example, gratis. 
Mr. Courtney. Now, what else besides these publications goes into 
—~does | this $148,000 for the dissemination of data ? 
yf the General Cook. We have a charge, overall, of printing, of $3,854.28 ; 
pply? postage, of $41,965. The publication of that “Planes” paper, $4,551.50. 
An | Mr. Courtney. The “Planes” paper is a weekly—— 
e. If, General Coox. Monthly. 
sales} Mr. Courtney. A monthly paper? 
The, General Coox. Yes, sir. It goes to a distribution of about 44,000 
> does circulation. 
red to Booklets, $29,887.36. 
Stationery, $17,855.05. 
nair, Mr. Courrney. Then, this item of $148,000 is for the material you 
have described, and it does not include any salaries of research as- 
sistants, or things of that kind ? 
other General Coox. It doesnot; no. 
-T[am Mr. Courtney. Then we would understand that the $418,513, which 
you mark as technical, would include the bulk of those expenditures? 
” General Coox. Yes, sir. 
$148. Mr.Courtney. With the exception, of course, of what might be—— 
within} General Coox. The bulk of which expenditure, sir? 
' Mr. Courtney. Of the expenditures for assembling data which go 
s Ire intothis material. 
rends” General Coox. Well, of course a lot of it is derived from the techni- 
cal sources. 
a? Mr. Courtney. From technical sources? 
General Coox. From technical sources, yes. 
es”? Mr.Courrney. As well as consultants; isn’t that right? 
forma. General Cook. That is right. 
But I just detailed the cost of assembling data. 
ler the Mr. Courtney. I was trying to understand whether any personal 
ervices were involved in the $148,000. 
General Coox. The answer is “No.” That excludes salaries. 
issile, Mr. Courrney. Completely ; yes, sir. 
hat be Now, you reported an entertainment expense of $20,198.87. Does 
that represent all expenses of all of your employees and assistants? 
lso. General Coox. That includes all expenses charged directly to meet- 
viation Ings and entertainment, plus all charges listed as entertainment by em- 
ployees submitting travel expense accounts. 
There were 30 positions last year in which the employees were on 
re? xpense accounts. 
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The total of entertainment includes tickets for such dinners as the | M! 
Wright Day dinner, Armed Forces Day dinner, and most of those | ences 
tickets are for our employees, members of the staff, who attend those | “eé 
dinners. M1 

The dues of employees to National Aviation Club, the Washington | Ge 
Board of Trade, the Press Club, American Society of Association of | M1 
Executives, Washington Trade Association Executives, American | e 
Ordnance Association, National Aeronautics Association, Aero Club | We ! 
of Washington, Aviation Writers Association, National Industria] | M1 
Traffic League, Los Angeles Chamber of Commerce, and so forth, Ge 

The cost of meeting rooms when meetings are held at Washington | Mt 





hotels. Ge 
Staff shares of charges for meals and expense of press conferences, Mr 
Those generally constitute our entertainment expenses.  Gei 
Mr. Courtney. And that in the last year was $20,198? /cockt. 
General Coox. That is correct. ploye 
Mr. Courtney. The last reported year. ) were | 
General Coox. Yes, sir. _ Mr 


Mr. Norsiap. Does that include entertainment of any Defense De- | Ger 
partment officials, either civilian or military ? Mr. 
General Coox. It certainly could include buying a meal for one 10! 








of them occasionally. I don’t know that it does, but it could. Ger 
Mr. Norsiav. Well, do you people entertain those folks from the Mr. 
Defense Department regularly ? /specia 
General Coox. Not regularly, no. the D 
We do have annually—we have had annually a dinner for foreign) Gen 
air attachés, except the Bamboo and Iron Curtain attachés, at which | # whi 
Defense Department people are present. ally, t 
Mr. Héserr. As your guests? nysel 
General Coox. As our guests. Mr. 
Mr. Courtney. Now, may I turn | Gen 
Mr. Héserr. Before you leave that. Mr. 
Mr. Courtney. Yes. Congr 
Mr. Hésert. Do you give any cocktail parties at which Department presen 
of Defense officials are invited ? Gen 
General Coox. I do not; no, sir. with tl 
Mr. Hézerr. Not you, but the organization ? how w 
General Coox. No, sir; not as an organization. Mr. 


Mr. Hépert. It does not give any cocktail parties to which Defense Mr. 
Department officials are invited ? rr 
General Coox. Perhaps some of the employees do, but I am not /arties 


aware of it if they do. rene 

Mr. Héperr. Well, that is chargeable to entertainment ? Mr. 
General Coox. It would be chargeable to entertainment, yes. of then 
Mr. Héserr. Wouldn’t you know if cocktail parties are given ? have tc 
General Coox. I certainly would know if one is given. tell us | 
Mr. Hépertr. And you know of none? shed a] 
General Coox. Under the auspices of our association, yes. Do y 
Mr. Héserr. And you do not Leeuw of one? past: 2 
General Coox. I do not know of any. _* 

r. 


Mr. Hérerrt. I notice you said “press conferences.” . 


General Cook. Sir? f we hi 
hich ; 


| 
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;the | Mr. Héserr. I notice you listed under “Entertainment” press confer- 
hose | ences, also. 
hose | General Coox. Yes, sir. 
Mr. Hésert. Do you give entertainment parties to the press? 
gton | General Cook. Yes, sir. 
nm of | Mr. Héserr. Well attended ? 
‘ican | General Coox. Fairly well attended; yes, sir. That isn’t difficult. 
Club | We had one when we changed our name, and it was well attended, sir. 
tria] | Mr. Norstap. Do you serve alcoholic beverages on such occasion ? 
th. General Cook. Yes, sir; we served alcoholic beverages at: it. 
erton Mr. Hésertr. Do you give cocktail parties for Members of Congress? 
General Cook. Not as such; no, sir. 
nees,| Mr. Héserr. Well, as what? 
| General Coox. The association, to my knowledge, has not given 
‘cocktail parties for Members of Congress. Now, some of our em- 
ployees may have had a cocktail party at which Members of Congress 
/ were present, but I do not know of it. 
_ Mr. Hépserr. They were well attended, also, I presume? 
» De-| General Cook. I 
Mr. Héserr. Don’t you know, General, whether they give them or 
not ? 
one General Coox. Sir? 
a the) Mr. Héserr. Don’t you know whether they do give them or not for 
special individuals, of Members of Congress, or special individuals of 
the Defense Department ? 
reign| General Cook. I do know that occasionally there have been dinners 
which |tt which Members of Congress have been present, very, very occasion- 
ally, that is very seldom I would say. I have not attended any of those 
myself. 

Mr. Hésert. But they are given? 

General Coox. They have been given; yes, sir. 

Mr. Héserr. What would be the purpose of that, for Members of 
Congress and for members of the Department of Defense being 
tment present? What would be the purpose of that? 

reneral Cook. Well, the purpose of that is to become acquainted 
vith those people and find out how they think and let them find out 
how we think. 
Mr. Harpy. Mr. Chairman. 
efense Mr. Héperr. Yes. 
Mr. Harpy. Then, General, you do know that there have been such 
m not parties held ? 
General Cook. I am sure there have been such parties held; yes, sir. 
Mr. Harpy. Well, if you didn’t attend them and your knowledge 
of them doesn’t seem to be too intimate, I wonder if we are going to 
have to ask that your employees who did hold them come up here and 
tell us why they held them or what the purpose was. Maybe you can 
shed a little better light on it. 
Do you know how many such parties have been held during the 
past 2 years ¢ 
General Cook. I do not. 
_Mr. Harpy. Mr. Chairman, I would suggest it might be interesting 
ifwe had provided a list of the dates on which such parties were held 
a involved either Members of Congress or the Defense Depart- 


| 
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ment officials, together with the names of their particular employes | Ger 
who hosted such a party. I think it might be interesting. T dent Mr. 
know whether it would show anything or ont, but I think we ought to | Get 


have access to it. Mr. 
Mr. Héeert. Could you supply us with such a list? | Ger 
General Coox. We will attempt to supply such a list; yes, sir. |. Mr. 
Mr. Héserr. And the individuals invited to that party. for th 
General Coox. Sir? _ the W 
Mr. Hésert. And the individuals invited to those small parties, to 
each small party ? Mr. 
General Coox. The individuals invited or the individuals who | neg’ 
attended, which do you want, sir? | clatiol 
Mr. Hésert. Invited and attended, perhaps, would be a good com- ments 
parison—to find out. Gen 
Mr. Courtney. They are not necessarily the same. Mr. 
General Coox. Not necessarily. During the 2 years and 7 months of Mil 
that I have been with the association it has given one cocktail party, , en 


The purpose of the reception was to introduce me as the new president ¢1atior 
of this association. This date was January 16, 1957. The place was | Ing 
the Sheraton-Carlton. At this cocktail party there were members of _ fore t! 
the press, employees of the association, representatives of our member Ppolnts 
companies, and friends of mine in and out of the Government. Our ™* 
records do not indicate who was invited or who attended. To the best “en 
recollection of myself and our staff we have given no other cocktail) Mr. 
parties. Gen 

Mr. Hésert. All right, continue, Mr. Courtney. Mr. 

Mr. Courtney. General, if I may turn—so we may understand the} “en 
activities of the association—to part (c) of question 5. It is an insert,| | Mr. 
The page doesn’t seem to be numbered, at least on my copy, although know ! 





I guess—under the heading of “Consultants.” Gen 
General Coox. Yes, sir. Mr. 
Mr. Courtney. Do you have the page now? | associé 
(General Cook nods. ) | Gen 
Mr. Courrney. Now in your report to the committee, you announce = Mr. 

a payment of $83,526.33 to consultants. advise: 
General Coox. Yes, sir. Gen 


Mr. Courtney. And the consultants are listed on the page to which Mr. 
I have just made reference. Now let me ask you a question about the Gen 
activities and the purpose of the consultation. docum 
Start from the bottom of the page. Shroyer, Denbo & Doolon, Mr. 


legal— Walsh-Healey. To what does that make reference? Gen 
General Coox. The Department of Labor is charged by law with Mr. 
fixing certain minimum wage rates for various industries working on Gen 
defense contracts, and Mr. Denbo of that firm was engaged to repre- id 
sent our association in those proceedings. at 1 
Mr. Courtney. Is this an industrywide operation ? _— 


General Coox. Yes, sir. 

Mr. Courtney. And does the association take a position with re _ Mr. 
spect to what shall or shall not be done in the determination by the hions 01 
Department of Labor? Gene 

General Coox. The association has taken a position in the viewpoint 
which it wants presented to the Department of Labor. 

Mr. Courtney. Well, this has to do with the wage rates? 


is a te 
activit) 
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General Coox. Yes, sir. 

Mr. Courtney. And this is an industrywide front in that regard ? 

General Coox. Yes, sir. 

Mr. Courtney. Is that right ? 

General Coox. Our industry. 

Mr. Courtney. Doés it have anything to do with legislation, either 
for the repeal or modification, amendment, or changes of any kind in 


| the Walsh-Healey Act? 


the 
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General Cook. To the best of my knowledge, no. 
Mr. Courtney. Now with respect to Miller & Cheavlier, legal— 


| renegotiation. You stated in your prepared statement that the asso- 


ciation recommended the extension of the act with certain amend- 
ments. 

General Coox. That is correct. 

Mr. Courtney. And what, then, would be the scope of the activity 
of Miller & Cheavlier with respect to that position ? 

General Coox. Mr. Barron Grier of that firm represented the asso- 


| ciation in assisting Members of Congress, and others, and in present- 


ing our — of view to Members of Congress, and in appearing be- 
fore the House Ways and Means Committee formally presenting our 

ints of view. 

Mr. Moster. And the Senate Finance Committee. 

General Cook. And the Senate Finance Committee. 

Mr. Courtney. Were the fees paid from this $83,000 total ? 

General Cook. Yes, sir. 

Mr. Courtney. Assigned to consultants? 

General Cook. Yes, sir. 

Mr. Courrney. Was this the whole fee which he received, if you 
know ? 

General Cook. He received some expenses for travel, and so on. 

Mr. Courrney. And all of this was charged to and paid by your 
association ? 

General Cook. Yes, sir. 

Mr. Courtney. Now Mr. Rudolf Modley is listed as a statistical 
adviser. 

General Cook. Yes, sir. 

Mr. Courtney. Just tell us what the scope of his activities are. 

General Cook. His main function is to prepare the facts and figures 
document which you have there. 

Mr. Courtney. Which we have here? 

General Coox. Yes, sir. 

Mr. Courrney. And this is disseminated to the membership ? 

General Cook. Yes, sir. 

Mr. Courtney. And Hill & Knowlton, the public relations counsel. 
What is their particular function ¢ 

General Coox. They perform the usual functions of the public rela- 


tions counsel. 


| re- 
the 


oint 


Mr. Courrney. Well, isn’t your association essentially a public rela- 
tions organization, itself? 
_ General Coox. No, sir; I don’t think it essentially is. It essentially 
is a technical organization. It does have a large public relations 
activity. 
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Mr. Courtney. Now let us come the other legal advisers here, Mr. 
We have three firms listed. wenstein, Pitcher, Hotchkiss, | money 


Amann & Parr, who are called the general legal counsel. Gen 
General Coox. Yes, sir. Mr. 
Mr. Courtney. And what would their services encompass ? ey, wh 


General Coox. They advise us on legal matters involving the ae. | to the 
tivities of the association. For example, they advise us as to any | ernme 
action that we might be contemplating taking which might possibly | Gen 
violate the antitrust laws. ernme: 

They advise us on such things as proposed leases, If we are, for | ness, | 
example, contemplating changing the location of our office in town, | Mr. 
we would submit a proposed lease to this firm for review. have a 

Mr. Héperr. How often have you changed your offices in town? (Gei 

General Cook. Well, we haven’t changed our offices in town since | Mr, 
I have been there, but we are contemplating changing them now, and Gen 
this legal counsel has reviewed two proposed leases for me within the | Mr. 








past 60 days. , Gen 
Mr. Courrney. Are they on a stated retainer ? ' Mr. 
General Coox. Yes, sir. contril 
Mr. Courtney. Or service rendered ? Gens 
I am sorry. Mr. 
Mr. Harpy. They hadn’t been very busy, then, until recently, Gen- | come t: 

eral ? tion to 
General Coox. Oh, yes; they have been busy. Gene 
Mr. Harpy. Doing what ? | Mr. 


General Cook. They have been busy reviewing the minutes of our | deduct 
meetings. They attend the board of directors’ meetings—all of the| Gene 
board of governors’ meetings. And whenever a matter involving ganizat 
change in bylaws is involved, they handle that. Mr. 

They handled the legal matters which were involved in the change | carry t: 
of name which was Gene 

Mr. Harpy. I am glad you brought those points in. But onthe) Mr. ] 
surface, that they would just concerned with the evaluation of | Gene 
leases, they wouldn’t be very busy. That is the impression I had = Mr. | 








gotten. swer th 
Thank you, sir. say SO. 
Mr. Hésert. May I return to one subject ? Are t 
This item of $38,000, Mr. Courtney, for lawyers. Gene 
Mr. Courtney. Yes, sir. answer 


Mr. Héserr Did I understand you, General, to say that this was_ Mr. } 
in connection with supplying Members of Congress and also making correct. 
proper presentations before the House Ways and Means Committee Gene 


and the Senate Finance Committee ? Mr. E 
General Cook. Yes, sir. Now 
Mr. Hénerr. In connection with the Renegotiation Act ? sole cus 
General Cook. Yes, sir. this exy 
Mr. Héperr. And the amendments which you advocated were not ment pa 

adopted ¢ item, 1 
General Coox. They were not. ganizat: 
Mr. Héperr. Those amendments were favorable to the industry, asagain 

weren’t they ? Gene} 


General Cook. Yes, sir; they were favorable to industry, and they Mr. F 
were, I believe, also favorable to the Government. Spayin, 
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Mr. Héserr. But they were favorable to the industry, insofar as 
money was concerned, in renegotiating contracts ? 

General Coox. Yes, sir; they could have been. 

Mr. Hésert. Now the industry contributes these vast sums of mon- 
ey, Which are chargeable to the individual—rather, they are charged 
to the contract which they have with their sole customers, the Gov- 
ernment ; isn’t that true ? 

General Cook. The sole customer of the industry is not the Gov- 


ernment, sir. About 80 percent of their business is Government busi- 


ness. The other 20 percent is commercial business. 
Mr. Héserr. Well, that is an overall picture. Some companies 


have a total of 100 percent Government work. 
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(General Cook nods.) 

Mr. Hésert. Which are contributing. 

General Coox. Yes, sir; that is true. 

Mr. Hépert. Others have 98. 

General Cook. Yes, sir. 

Mr. Hépert. Which have contributed. And those are among your 
contributors, I am talking about your $75,000 contributors. 

General Coox. Yes, sir. 

Mr. Héserr. Now you as a nonprofit organization—under the in- 
come tax laws, is that not deductible from the industry, as a contribu- 
tion toa nonprofit organization ¢ 

General Coox. I believe it is. 

Mr. Héserr. So, therefore, the Government loses money on that 
deduction, because it is nonprofit. 

General Coox. I would say that would be true of all nonprofit or- 
ganizations; yes, sir. 

Mr. Héserr. Well, some nonprofit organizations, I think, do not 
carry tax deductions. That is why I wanted to be specific. 

General Coox. Yes, sir. 

Mr. Héperr. Yours does carry a tax deduction ? 

General Coox. Yes, sir. 

Mr. Héserr. Now I don’t know whether you are competent to an- 
swer this question or not, or have knowledge of it. If you don’t, just 
say SO. 

Are these sums also chargeable to the contract, as deductible items ? 

General Coox. In some cases, yes. I am not competent, though, to 
answer the question of whether or not they are in all cases. 

Mr. Hiézerr. In most of the cases they are. I think that would be 
correct. 

General Coox. I believe in most cases they are. 

Mr. Héserr. That is right, sir. 

Now we have the situation whereby the contractor is working for a 
sole customer, and that is the Government. He is allowed to charge 
this expense, as an expense item on his contract, which the Govern- 
ment pays for. He is allowed to deduct the same item, as a deductible 
item, on his income tax return. And that money flows into your or- 
ganization and is used to present a favorable arama for the industry 
asagainst the Government. Isn’t that correct ? 

General Coox. I believe-—— 

_ Mr. Héperr. In other words, what I am saying is that the taxpayer 
| spaying for a fight against himself. t 
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| 
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General Coox. Well, it can be interpreted that way. But I don’t 
believe that there is any—there should be any prohibition against these 
people making known their views on renegotiation or any other sub- 
ject of that kind in which they feel that they are not being fairly 
treated. 

Mr. Hézerr, But using—in other words, if we are in a poker game, 
and I am playing against you, and I use your money to play you, that 
is what is actually happening here. 

General Coox. I would lose, sir. 

Mr. Hészerr. But it would still be your money that would be used 
against yourself. 

General Coox. That is one interpretation of it ; yes, sir. 

Mr. Héserr. Well, that is a fact, isn’t it? I mean, that is exactl 
what it is. In other words, the taxpayer is paying to fight himsel 
under this setup, and paying it two ways. The taxpayers—after all 
it is taxpayers’ money. The taxpayer has to pay for that contract, 
against which $75,000 is charged. So it is an expense item. The com- 


pany then is allowed a tax deduction because it has contributed to a — 


nonprofit organization, and the nonprofit organization takes that 
money to advance the interests of the contract. 

General Coox. Well—— 

Mr. Héserr. I just wanted to get that cleared up and show exactly 
that this is the area we are talking about now. 

General Cook. Yes,sir. But may I venture an opinion on that? 

Mr. Hésert. Certainly. 

General Coox. And say that I consider it, and our companies con- 
sider it a normal expense of doing business. 

Mr. Héserr. Of course, they consider it that way. They wouldn't 
come out and say they don’t consider it otherwise. It would cost them 
money. 

hor I don’t have any idea that a company should be prohibited 
from presenting its views. But I do think there should be some con- 


cern about where the presentation of those views is costing the tax- , 


payers added dollars. 

Now here you have—you say your organization is registered under 
the Lobbying Act. Our former colleague, Mr. Mosier, is I under- 
stand registered under the Lobbying Act, as an individual; is that 
correct ? 

General Coox. That is correct. 

Mr. Moster. Yes. 

Mr. Hésert. Then you have a captive customer. So who do you 
lobby? The only man that can buy the product. He would have to 
buy it anyway. So you are registered under the Lobby Act in the 
legislative area in particular, to legislate favorably to the industry, 
which has the one customer. It is a captive—the Government is a 
captive customer. 

General Coox. We are registered under the Lobbying Act, Mr. 
Chairman, but we believe that we do not operate according to the 
classic definition of a lobbyist. We believe that our activities in the 
legislative field are educational and informal. And we don’t even 
dream of buying any influence of any kind, which I think is the 
classical interpretation of lobbying. 

Mr. Hésert. Of course, I don’t want to place any interpretation 


on lobbyists being a dirty word, any more than I would want to place 
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jt on a man being a on mage r se, which means somebody who 
is going to buy somebody or sell himself to somebody. I think a 
lobbyist is a perfectly legitimate individual. 

General Coox. So do I, sir. 

Mr. He&psert. Though I admit the connotation carries with it some 
unfavorable opinions 1n some quarters. 

General Coox. Yes, sir. 

Mr. Hépert. Perhaps the majority of the quarters. 

But the thing I want to get out, and get very pointed on the thing, 
is the fact that it is the taxpayers’ money being used to lobby against 
the taxpayers’ interests in favor of the industry. 

I won’t labor it. 

Mr. Courtney. Two other questions, so we may understand the 
area of consultation. 

Pogue and Neal are listed as legal advisers to the Helicopter Coun- 
cil. What is that? 

General Coox. The Helicopter Council is one of our subdivision 
services in the organization, and it is composed principally of the heli- 
copter manufacturers in the United States. 

{r. Courrney. What is there that is a specialty about that segment 
of your organization. 

Seneral Cook. Pogue and Neal is retained by us mainly to research 
State laws and municipal regulations which have been written around 
the fixed wing aircraft—the airplane—and because of that fact have 
hampered the use of helicopters. 

So that we endeavor to acquaint those people with the fact, that 
is,the States and municipalities, that a helicopter is a different animal 
than a fixed wing aircraft, and to try to initiate changes in Jaws and 
ordinances which will make it possible for helicopters to operate 
as we believe they should. 

Mr. Courtney. Now, you list another firm: Lyon, Wilner Bergson, 
legal advisers, industry planning. What does that encompass? 

General Coox. Industry planning encompasses the procurement 
regulations of the armed services—a study of those. 

Mr. Courtney. Antitrust operations? 

General Cook. The labor regulations—— 

Mr. Courtney. Antitrust matters? 

General Coox. Antitrust matters and matters of that kind. 

Mr. Courtnry. Mr. Mosier, you are listed as the legislative adviser 
and you have registered because of your activities here on the Hill. 

Mr. Mostrr. Yes, sir. 

Mr. Courtney. Now, General, the purpose of this association, as 
you stated in your opening statement, is to further the best interests 
of the industry. 

Would the best interests of the industry as a whole be served by a 
lessening of defense purchases or would it be aided by an increase in 
defense purchases ? 

General Coox. I think the interests of the Nation have to come first, 
and then the interests of industry come next. 

Mr. Courtney. Well, since we are all interested in the Nation, let 
is confine ourselves now to the association which has a stated pur- 
pose and is organized for a stated purpose. 

















354 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


Would the best interests of the industry be served by an increase or Ge 


a diminution in defense purchasing ? | exan 
General Coox. From a selfish point of view, the best interests of the { grou 
industry would be served by an increase, of course, but from a patriotic | Mi 
and national point of view, it might not be. _ you? 
Mr. Courtney. The purpose of your association, then, as you have | Ge 


indicated in your prepared statement, is to present the best view and Mi 
the most appealing and attractive view of the members whom you your 


represent; isn’t that right ? and h 
General Cook. That is correct. Ge 


Mr. Courtney. So you are—to coin an expression, you are engaged ment 
in selling or promoting the industries who finance your efforts; isn’t Mr 


that right ? | tryin 
General Coox. Yes, we are—not in selling but in promoting. at suc 
Mr. Courtney. And that is—I meant selling only in the very loose _ peop! 
sense of promotion. what 
General Coox. Yes, sir. very 


Mr. Courtney. You must therefore be interested in the policies of _ the D 
the Department of Defense which would have to do with the amount Get 


of weaponry to be procured ¢ Defer 
General Cook. Not in the amount, no. activi 
Mr. Courtney. Not in the amount? parti 
General Cook. No, sir. As an association, we are not. Our mem- does. 

bers are, individually. Mr. 
Mr. Courtney. And in this respect, you divorce yourself from your — Ger 

members; is that it? coopel 


General Cook. We do not as an association advocate the amount wants 
or kind of weapons. We make no advocacy for the amount or kind For 
of weapons that the Department of Defense is contemplating buying. | to unc 

Mr. Courtney. Would you view with equanimity any diminution _ ports, 
in the amount of airpower that the United States might commit it-' cooper 
self to? The 

General Cook. I believe that the association would, yes, if—— __‘ on pre 

Mr. Courtney. In other words, you would be perfectly relaxed if = Mr. 
there were a change in weaponry from accept on airpower to some denyir 
other means of defense / do the: 

General Coox. If it had been thoroughly considered, and that was —_ But 
the decision of the Congress and the Department of Defense, and the things 
executive branch, yes. Iam sure that we would not advocate anything Gen 


else. for th 
Mr. Hézert. What would you do before the decision is reached? __ indust: 
General Coox. Sir? Mr. 


Mr. Hézert. What would you do before the decision is reached? —_ almost 
General Coox. I am sure some of our members would take issue That i: 


with that point of view. these t 
Mr. Hézert. They would put the heat on, then, to get their par And tl 
ticular defense weapon adopted ? ; ras organi: 
General Coox. Yes, sir; they would. That is their job. That 
Mr. Hésert. Would it be the job of the organization, or this orgat- Mr. ] 
ization which you head ? ; Mr. ] 
General Coox. It isn’t our job. We are not engaged in selling any Mr. ] 
particular weapon or any particular system of weapons. by the ] 


Mr. Hésert. But you would assert and attempt to sell the idea of studies. 
air defense and offense over any other system ? 
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General Cook. No, sir. Because the majority of the missiles, for 
example, made in the United States are made by members of our 
group. 

Mr. Héserr. So you have another sole customer, closed door, don’t 
ou $ 

General Cook. Sir? 

Mr. Héserr. You have another sole customer and a closed door to 
your membership, to the industry. It is the only productive industry 
and has a sole customer, the U.S. Government. 

General Coox. On missiles, the sole customer is the U.S. Govern- 
ment. 

Mr. Hépert. The reason I ask these questions, General, is I am just 
trying to find out exactly what is the demand for such an organization, 
at such high tariffs charged the defense contractor, which the American 
people pay for. As I heard your statement here, I am just wondering 
what the Defense Department does. Because the statement was a 
very fine statement, I assure you, but it encompasses everything that 
the Defense Department should be doing. 

General Cook. Well, I have had a great deal of experience in the 
Defense Department, Mr. Chairman, and I can assure you that our 
activities certainly don’t encompass everything that the Defense De- 
partment does or even a minor part of what the Defense Department 
does. 

Mr. Héperr. I admit that. 

General Coox. But we do act to assist the Defense Department in 
cooperative and—cooperative projects which the Defense Department 
wants us to undertake as an industry group. 

For example, the 21 projects that I mentioned that we were asked 
to undertake in 1958: On the question of surplus piston engine trans- 
ports, the commercial and air coordinating committee asked for our 
cooperation in that. 

The NASA asked our patent committee for a review and comments 


' on proposed regulations on patent provisions of the Space Act. 


Mr. Héperr. Well, I readily admit your cooperation. I am not 
denying that. Nor do I deny that the Defense Department does not 
do these certain things. 

But my concern is: Why doesn’t the Defense Department do these 
things, being supported by the same tax dollars supporting you. 

General Coox. In my opinion it would be more costly and slower 
for the Defense Department to attempt to do what we do as an 
industry group. 

Mr. Hesert. We have heard Defense Department witnesses outline 
almost the same duties that you outline which your association does. 
That is the question I raise. They tell us about how they coordinate 
these things, and how they operate here and how they operate there. 
And then here we have an independent agency, which you say was 
organized and is conducted at the request of the Defense Department. 

That is the concern I have. 

Mr. Hess. Mr. Chairman. 

Mr. Héserr. All right. 

Mr. Hess. I say, asthe chairman stated here, you have been requested 
by a Defense Department from time to time to make surveys or make 
studies. 
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General Coox. That is correct. | 

Mr. Hess. Are you ever paid by the Defense Department for these 
studies that are made ¢ 

General Coox. We have not been paid by the Defense Department, | 

Mr. Hess. You have never received any pay for any studies that | 
you made? 

General Cook. No, sir. To the best of my knowledge, we have not, 

Mr. Hess. But it isthe same tax dollar, in effect. 

General Coox. Sir? 

Mr. Heserr. It is the same tax dollar. It comes out of the same 
pocket. Whether you are paid or not, you are supported by the Amer- 
ican tax dollar, which comes out of these defense industries. That is 
the point I want to make clear. Whether you receive the money—it 
is the same situation where the Government provides facilities for 
these defense contractors, but does not charge them any rent. Well, 
that is a logical thing. If they charged rent, it would merely be 
charged back to the Government. The same people paid for it. It: 
comes out of the same pocket. 

General Cook. May I make an observation, Mr. Chairman ? 

Mr. Héserr. Certainly. 

General Coox. I know it has been stated that the Government does 
not charge rent on facilities that are furnished to some of the con- 
tractors, but I do know that in past years the fact that a contractor has 
Government facilities has been taken into account in contracting. So 
that the effect is in most cases that I was familiar with—the effect is 
that he has paid rent on those facilities. 

Mr. Hésert. Well, it is a question of bookkeeping there. But the 
basic thing that I insist on pointing out is the fact. that it comes out 
of the same pocket, and it is a matter of bookkeeping how it is charged | 
But the origination of the dollar comes from the taxpayers, in the de- 
fense dollar. 

Now, suppose, for instance, that you learn, your organization learns, 
that there would be a cut in aircraft production. Would you stand’ 
idly by or advocate continuance of the program on a higher level ? 

General Cook. Sir, I have stated, in answer to that question, I be- 
lieve in the last part of my statement—that is, “We do not believe that 
weapons should be purchased from our industry as a sort of Defense 
Department WPA designed to keep companies alive.” 

Mr. Héserr. No; that answers the question to keep companies alive 
I direct my question to the overall cut in aircraft production or mis- 
sile production. 

General Coox. As an association, that is none of our business, 

Mr. Hésertr. That answers the question. 

Mr. Hardy. 

Mr. Harpy. In that. connection, Mr. Chairman, the very first point 
that you gave from your bylaws: The purposes of your organization 
is to foster, advance, promulgate, and promote trade and commere 
in the interests of those engaged in manufacturing aircraft and astro 
nautical vehicles.” 

General Coox. That is correct. 

Mr. Harpy. Well, would not your principals construe a reduction, 
a proposed reduction in aircraft procurement by the military or mis 
sile procurement by the military, to be a matter with which they were 
deeply concerned ? 
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General Coox. We also have interests beside the military. 

Mr. Harpy. Twenty percent. 

General Coox. Sir? 

Mr. Harpy. Twenty percent, I believe you said a while ago. 

General Coox. Approximately 20 percent is commercial. 

We are engaged, for example, in promoting export of American 
aeronautical products, because we believe that it 1s to the national 
interest first; and, second, it certainly is to our own selfish interest to 
promote it. ; 

Mr. Harpy. I can understand that. But I don’t think that quite 
touches the point that I was trying to get at. If a manufacturer or a 
group of manufacturers is about to lose a substantial chunk of their 
major activity, it seems to me that their promotional organization, 
which is you,would be called into play and expected to perform. 

General Cook. At present we have not been called upon to do any- 
thing of thatkind. Wemight inthe future. Iamnottoosure. Itall 
depends on what our board of governors might instruct us to do. 

Mr. Harpy. Well. 

So, then, under those circumstances—and frankly under your own 
definition of your function as given in the board of directors, I don’t 
know how you could avoid it, if that is the purpose. And that is your 
biggest customer. And if you let that biggest customer slip in his 
procurement, why, it seems to me that your principals are going to be 
right concerned with your performance. Maybe you wouldn’t be in 
that job so long. 

General Cook. Well, I probably wouldn’t be. Because if I got into 
that business I probably would resign. I didn’t take this job, the job 
that I have, to sell anything to anyone. 

Mr. Harpy. I am not talking about selling in the sense of taking the 
order. I am talking about promotion in the sense of advancing the 
interest of the people you represent. 

General Coox. Yes, sir. 

Mr. Harpy. In competition for the total defense dollar. 

Now, I know Mr. Courtney and Mr. Hébert discussed that a moment 
ago. But you know and I know—with your background, you know 
that a considerable effect on the amount of money that will be available 
for expenditure with the aircraft industry depends on how the budget 
is divided up before it is ever sent to Congress. You know that the 
Defense Department and the Bureau of the Budget play a pretty sub- 
stantial part in slicing up the amount which the President or some- 
body has determined they can ask for. And that might be a pretty 
heavy factor in determining how much of this defense dollar is going 
into the aircraft industry and how much of it is going to be available 
for your principals. 

ow, is it your testimony that you or none of your officers have ever 
discussed this division of these funds with any Defense Department 
officials or any Bureau of the Budget officials? 

General Cook. Discussed or advocated ? 

_Mr. Harpy. Now, General, I don’t know how you are going to ais- 
tinguish. When you are talking to a member of the staff of the 
Bureau of the Budget that is charged with the responsibility of divid- 
ing this money up, he knows what your interests are. 
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General Coox. Well, I will say this, that I am sure that members of 
our staff have talked to members of the Bureau of the Budget staff, not 
for the purpose of influencing or attempting to influence any division 
of money, but for the purpose of getting information on the budget to 
distribute to our membership. 

Mr. Harpy. Now, that was prior to the presentation of the budget? 

General Coox. To the best of my knowledge, no. 

Mr. Harpy. Well, if it was after the budget had been presented, it 
was available. 

General Coox. It was available, yes. But we break it down and 
summarize it. 

Mr. Harpy. I am interested in the action that takes place before 
this defense dollar is split up. 

General Cook. As as association and as individual members of the 
association, we do not discuss the allocation of funds. 

Mr. Harpy. As an association ? 

General Coox. That is right. 

Mr. Harpy. As an individual, did you ever do it, General ? 

General Coox. As an individual / 

Mr. Harpy. Yes, as an individual, since you have been in your pres- 
ent job. 

General Coox. No, sir; I have not discussed the allocation of funds. 

Mr. Harpy. Do you know, of your own knowledge, whether any- 
body in the employ of the association, either as an employee of the 
association or personally, has ever discussed with Defense Depart- 
ment officials who had a responsibility for making these decisions, 
or whether the Bureau of the Budget personnel, the division of dol- 
lars as between the three military services / 

General Coox. I have no personal knowledge of such occurrence. 


Mr. Harpy. You cannot testify that that has not been done by em- | 


ployees of the association ? 
General Coox. If it was done, it was done without my knowledge 
and authority. 


Mr. Harpy. And that would apply to Defense Department person-— 


nel as well as to Bureau of the Budget personnel ¢ 

General Coox. Correct; yes, sir. 

Mr. Harpy. You of course realize that in the division of these 
funds among the services there is a lot of competition ? 

General Cook. Yes, sir; 1 am fully aware of that. 

Mr. Harpy. I am sure you must also be aware of the fact that there 
are at times indications that specific special interests have at least 
been concerned with this division before it is made. Now, whether 
they have influenced it I don’t know, but they at least have been con- 
cerned about it. 

General Cook. Yes, sir; I am sure. 

Mr. Harpy. And if the Army, for instance, gets a bigger chunk 
of the total defense dollar than the Air Force, it could mean a sub- 
stantial reduction in the procurement of aircraft and other items pro- 
duced by the industry you represent ? 

General Coox. Not necessarily, because the customers of the mem- 
bers of our industry are all threeservices. They supply 

Mr. Harpy. I understand. 

General Coox. They supply Army, Navy, and Air Force. 
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Mr. Harpy. I understand that, but I think you would agree with 
me, with your background, that a percentage of the Army’s expendi- 
ture and the percentage of the Navy’s expenditures which go to the 

ople you represent is small as compared to the percentage of the Air 
ios expenditures ¢ 

General Cook. That is true. But that has a direct relationship to 
the overall budget of the three services. And if 

Mr. Harpy. Well, that is why I am concerned with what influences 
are brought to bear on the development of those overall budgets of 
the three services. 

Now, for instance, General, here recently, you know, we have had 
some reductions in the size of the Army and the Navy, particularly. 
We have had some reductions in the funds for ship construction. We 
are having a right sharp battle at the moment with respect to an air- 
craft carrier. ‘That one, incidentally, was in the budget. 

But anyway, that is a congressional fight. 

But the division of these funds determines whether or not the people 
you represent are going to continue on the same level of their pro- 
duction as they have had heretofore; isn’t that true ? 

General Cook. No, sir; I can’t agree with you on that, sir 

Mr. Harpy. Then, will you explain to me why that is? 

General Cook. Most respectfully. Because if the overall budget 
remains about the same as it is and the portion of missiles, aircraft 
and so on, remain about the same as they are, I can’t see that there 
would necessarily be any change in the work to be done by our 
membership. 

Mr. Harpy. The portion of aircraft and missiles is a basic condi- 
tion that you brought into your reply. I don’t know where you would 
get that assurance. 

I would suppose that if the Army’s share of the total defense dollar 
is increased, that there would be some reduction in the total aircraft 
and missile procurement. 

General Cook. No, sir; I don’t believe so, because the number—the 
Army is rapidly increasing the number of aircraft in its inventory. 

Mr. Harpy. Well, of course 

General Coox. And I would assume 

Mr. Harpy. General, I know there is something about that. The 
Air Force is fussing with that. In my book, the Army should have 
tactical aircraft. But they don’t, and they aren’t ever going to get it. 

Anyway, to get back to this one point. And I am not going to 
press this any further. 

The association does contact the Bureau of the Budget, does it not, 
or some of its people, for information? I am trying to keep away 
from any connotation of influence, although I don’t know how your 

ople can avoid any connotation of influence if the Bureau of the 
Budget people know to whom they are talking. But in any event one 
of your jobs is to get information for your members, isn’t it ? 

eneral Cook. That is correct. 

Mr. Harpy. So you try to get information about the breakdown of 
the budget proposals as early as you can ? 

General Coox. I beg your pardon, sir? I didn’t hear you. 

Mr. Harpy. You try to get information about the breakdown of the 
impending budget as early as you can, don’t you? 
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General Coox. Certainly; yes, sir. 

Mr. Harpy. And the minute that you get that, that information 
goes out to your membership, doesn’t it ? 

General Coox. That is correct. 

Mr. Harpy. So if there is any indication gleaned by your people, 
which I presume would be capable, otherwise you wouldn’t employ 
them—if there is any indication that there is going to be a reduction 
in the budgeted items, that is in the budget for items with which your 

ople are concerned, you can be pretty sure that you wouldn’t even 

ave to go over there and put pressure on the Bureau of the Budget 
and the Defense Department. Your own members would be down 
there looking out for their own interests, wouldn’t they ? 

General Coox. I believe they would; yes, sir. 

Mr. Harpy. You are the pipeline of information back to your mem- 
bership. And if there is any sqeamishness about impropriety in carry- 
ing out a mission of interest to a particular member of your organiza- 
tion, that member could conduct it for himself with perfect propriety, 
wouldn’t that be true? Of course you might be impinging on the 
interest of some other member. 

General Coox. The member, himself, yes. 

Mr. Harpy. That is right. 

General Cook. He could do anything he wishes. We have no con- 
trol over the activities of our members. 

Mr. Harpy. I can understand that you would be in an awful posi- 
tion if you started promoting the interests of one as against another. 

General Cook. We certainly would be in an extremely awkward 
position, because our members are the most highly competitive group 
I have ever had anything to do with. 

Mr. Harpy. Now, Mr. Chairman, I have just one other type of 
question that I wanted to inquire about. 

Item 3, in the list of your purposes, as set forth in your bylaws, as 
indicated in your statement: It says: 


to do every act and thing which may be necessary and proper for the advance ' 


ment of the aeronautical and astronautical arts and industries. 


Would that include screening or becoming aware of personnel in 
the military who have special interests in these fields ot who might 
be interested in employment by your members ? 

General Cook. No, sir. 

Mr. Harpy. Has your organization at any time recommended to 
any member or any group of members the availability of any military 
officer or civilian ? 

General Coox. Not as an organization. 

Mr. Harpy. For possible employment. 

General Coox. I have had officers of the armed services come to me 
and tell me that they were available for employment. But we do not 
operate an employment agency, and I maintain a personal file of those 
people. 

Mr. Harpy. What do you do with it, General? 

General Coox. If someone is looking for someone having the quali- 
fications of someone whose name I happen to have, why, then, I would 
make it known to them. But I do not distribute those or circulate 
them. 
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Mr. Harpy. But it would seem to me to be perfectly logical to ex- 


pect that your organization would have knowledge of possible employ- 


ment opportunities for specialized military personnel who are about to 
retire. f 

For instance, isn’t there ever a discussion between you, either in 
your official capacity or as an individual, with members of your asso- 
ciation concerning possible availability of competent military per- 
sonnel # 

General Coox. I have only had one conversation of that kind with a 
member of our association. 

Mr. Harpy. I am not suggesting that there is any reason why you 
shouldn't. 

General Cook. No. 

Mr. Harpy. I am just trying to understand what does happen. 

General Coox. No. To illustrate the infrequency of such a thing, 
in the 214 years that I have been president and general manager of 
this organization, I have had one conversation of that type. 

Mr. Harpy. Was that the case of a manufacturer looking for— 
needing and looking for a competent man for a particular job? 

General Coox. No, sir. It was a case of a manufacturer coming to 
me and asking me for my personal appraisal of an individual that 
they were considering employing. 

Mr. Harpy. I see. 

General Cook. Who had retired. 

Mr. Harpy. Now, to get back to this file that you maintain per- 
sonally. Within the last 2 years or—how long have you been in your 
present position ¢ 

General Cook. Two years and seven months, sir. 

Mr. Harpy. During that period how many military personnel have 
spoken to you or submitted to you in writing any statement of their 
availability for employment in the industry you represent ¢ 

General Cook. I do not have that data available, and I doubt 
whether I could give you accurate data because I am sure that people 
have spoken to me and I have forgotten completely about them speak- 
ing to me. 

Mr. Harpy. You maintain 

General Cook. But I do—I can give you the number that are in- 
volved. 

Mr. Harpy. Mr. Chairman, you may want to consider whether or 
not we need that. 

Mr. Heéperr. We don’t need that. 

Mr. Harpy. I don’t see any particular reason for it. 

But I am concemed right now with numbers, rather than indi- 
viduals, 

General Coox. The number is relatively small. 

_ Mr. Harpy. And would you say that most of those were employed 
inthe industry you represent ? 

General Coox. I would have to research the list that I have. 

Mr. Harpy. You don’t know offhand ? 

General Coox. No, sir: I do not. 

Mr. Harpy. Did you give them some assistance ? 
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General Coox. Two individuals that I can recall, I did give some pay 
assistance. And the assistance that I gave wasa very favorble recom- | amot 








mendation to the people who wanted to employ them. ose 
I very seldom go overboard in recommending someone unless ] : Ge 
know they are good people. uali 
Mr. Harpy. That is all. ’ Mi 
Mr. Héserr. Mr. Norblad. Mi 
Mr. Norsiap. Were they on active duty at the time or retired ?  realit 


General Coox. One was retired. One I believe was on active duty, jn th: 


Mr. Norsiap. Just one other question I would like to ask you. I! Ge 
notice in your list of employees you have a colonel, a general, a rear Mi 
admiral, a major general, admiral, and a Navy captain. Do they have Mr 
any contacts with the Defense Department or just what are their Ge 
particular jobs? Mr 


General Cook. I am sure they have contacts with the Defense De- mony 
partment. For example, the their 
Mr. Norstap. What do you employ them for? What do they do? upon 
General Coox. They are employed for their technical capabilities, (T) 
Mr. Norsiap. What about the contact with the Defense Depart- 
ment you just mentioned ? 
General Cook. They contact the Defense Department in connection 
with technical matters. ForM 





Mr. Norsiap. On behalf of your association ? (Revis 
General Coox. On behalf of the association. orth 
Mr. Norsiap. Having to do with procurement? wor 
General Cook. You mean individual contracts, and so on? wre 
(Mr. Norblad nods.) 
General Cook. No, sir. m 
Mr. Norsiap. The general overall procurement of the aircraft in- | a ~d 
dustry. | directo 


General Cook. Oh, they have to do with the procurement policies, | “ 0 


oh, ves. ega 
county, 


Mr. Norsiap. Of the Defense Department ? 1 Buildin 
General Cook. They may present their views on procurement pol- 1. D: 
icies of the Defense Department; yes. 2. Su 
Mr. Norsiap. Is that what they are employed for, mainly ? (6). 
General Coox. No, sir. sas 
Mr. Norsuap. That is all, Mr. Chairman. 4 Hs 
Mr. Héverr. Mr. Courtney, any further questions? If “Y 
Mr. Courtney. No further questions, General—except to ask this 4 
question. 6. WI 


There is no deduction made in any way under the tax setup you rated as 
have for the expenses which are paid for lobbying, either the technical 7. In 
information furnished you or for the actual expenses which you alle =" wl 


cate to that particular function? In other words, your whole income Pt Med 
is exempt, isn’t that right? 9. If 
General Coox. Yes, sir. and add 


10. T 


Mr. Courtney. Now, isn’t it a fact that the contractor, if he made - ler 
CAT 


this expenditure on his own behalf, as, for example, with respect to 44, 
the Renegotiation Act, would be confronted with a requirement to 
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pay the whole out of income without tax deductions whereas the 
amount that is paid to this association, accomplishing the same pur- 
ose, isa tax deduction? Isn’t that a fact? 

General Coox. I don’t know whether it is a fact or not. I am not 
qualified to answer that. 

Mr. Courtney. I have no further questions. 

Mr. Héserr. Well, to sum it up, General, your organization is in 
reality the listening post and the pipeline for the aircraft industry 
in this country ; isn’t that correct? 

General Cook. That is correct. 

Mr. Courtney. No further questions. 

Mr. Hévert. Thank you very much, General. 

General Coox. Thank you. 

Mr. Hészerr. At this point, at the conclusion of the witness’ testi- 
mony, the complete questionnaire will be included, the entire answer to 
their questionnaire, in order that the full information will be spread 
upon the record. 

(The document referred to is as follows :) 


U.S. Treasury DEPARTMENT, INTERNAL REVENUE SERVICE 


RETURN OF ORGANIZATION EXEMPT FROM INCOME TAX 

Form 990 

(Revised October 1958) 

(Sec. 501(c) (other than subsee. (3)) of Internal Revenue Code of 1954) 


For calendar year or other taxable year beginning November 1, 1957, and 
ending October 31, 1958. 


PLEASE TYPE OR PRINT PLAINLY 


This return must be filed on or before the 15th day of the 5th month following 
the close of the annual accounting period. Return nrust be filed with the district 
director of Internal Revenue for the district in which is located the principal 
place of business or principal office of the organization. 

Legal name of organization: Address (number, street, city or town, postal zone, 
county, State) : Aircraft Industries Association of America, Inc., 610 Shoreham 
Building, 15th and H Streets NW., Washington 5, D.C. 

1. Date of exemption letter: July 9, 1947. 

2. Subsection of section 501(c) under which you have qualified for exemption: 
(6). 

3. State nature of activities: National trade association of aircraft manufac- 
turing industries. 

4. Have you filed a tax return on form 990-T for this year? No. 

If “Yes,” where filed? Unrelated business gross income reported $ 

5. Was a form 990 filed for the preceding year? Yes. 

If “Yes,” where filed? Baltimore, Md. 

6. What is the legal form of your organization (corporation, trust, unincorpo- 
rated association, etc.) ? Corporation. 

7. In what year was your organization formed? 1919. 

In what State or country? New York. 

8. If exempt as described in section 501(c) (2), state name and address of 
organization for which you hold title to property? Not applicable. 

9. If you are successor to previously existing organizaiton(s), give name(s) 
and address(es) of the predecessor organization(s). Not applicable. 

10. The books are in care of Harrison Brand, Jr. 

Located at: 610 Shoreham Building, 15th and H Streets, Washington, D.C. 

11. Do you have capital stock issued and outstanding? No. 
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If “Yes,’’ complete the following : 





Items Preferred | Common | Other 
stock | stock | (name) 





(a) Number of shares outstanding: | | 
oie cance ema vesecnbasaddedecelnesers~ sense |----------2-22]-- nee eee eeenes 

(2) Held by organizations...............-.- eBay) weal e mre ery yt é anh 286 bd 

Total shares outstanding. -___...-._--- Ee LEAT S APS 

(b) Number stockholders at end of year: | 
(1) Dividend requirements: 

ey PGNTOU GUO... cnc ccc ce ne de cusses Bice, Hee ARE se? REP ye ot ae ; 

(6) Common stock.............---- ‘ epi ers ELE chibi ls eae . 
ee os odin lela pel dbsneaed nah Jk OAs ps aes <Cipedinaae 








12. Have any changes not previously reported to the Internal Revenue Service 
been made in your articles of incorporation or bylaws or other instruments of 
similarimport? No. 

If “Yes,” attach a copy of the amendments in duplicate. 

13. Did any officer, director, trustee, etc., receive a gift, living quarters, or 
anything of value not included in compensation reported on lines 13 or 21, 
page2? No. 

If “Yes,” attach detailed statement in duplicate. 

14. If any of your income is derived from members’ dues, assessments, ete., 
show amounts allocated for— 

(a) Affiliated organizations. None. 
(b) Welfare funds. None. 

(c) Political purposes. None. 

(d) Other purposes. All. 

15. Have you had any sources of income or engaged in any activities which 
have not previously been reported to the Internal Revenue Service? No. 

If “Yes,” attach detailed statement in duplicate. 

16. If you are the type of organization described in section 501(e) (7), enter 


gross receipts and other income shown on page 2, line 8 or 10 attributable to— | 


(a) Members and their guests. 
(b) Others. 
Not applicable. 


17. Did you lease or rent any real property to or from a person or groups of | 


persons directly associated with you? No. 

If “Yes,” attach detailed statement in duplicate. 

18. Did you hold any real property for rental purposes with respect to which 
there is an indebtedness incurred in acquiring the property or in making im- 
provements thereto, or which was acquired subject to a mortgage or similar 
lien? No. 

If “Yes,” attach detailed statement in duplicate. 


INCOME, DUES, CONTRIBUTIONS, ETC. 


1. Dues, assessments, etec., from members, excluding service and 
other charges properly included under line 9 (see instruc- 


NN aire ae en eA Seg teh oes t $1, 419, 115. 95 
2. Dues, assessments, etc., from affiliated organizations (see in- 
IN i re an rE Be ge J) ek Oe 
3. Contributions, gifts, grants, etc., received (see instruction 5)__ ~___________- 
4. Payments received in health, welfare, etc., fund : 
OG eee ee A eee en eee 
Sa a a a ce asi hontin aim: ahcateus eel 
cy aR een I els Balik dee 2 SEE RS ie BS ee 15, 351. 25 
Ao SS Lae as US ee Ser eenemealosapeiateh \alccusse soa 
a no ome bn maebuewemcc wmager eae 
8. Gross receipts from business activities (state nature) : 
a estate Nasa ce aes br eehie tad Hd a eae no weenie es evict coscuidatns ‘aches ects coe a 
oe eer CL ad ee eae MCS a 
UR a rr ace dl a creases cs Midvale aeinliptniaetocmasemieiaedes diain dsosas Heuiasecaceaaa 
9. Gain (or loss) from sale of assets, excluding inventory items 
I a ce ee 


10. Other income (if more than 10 percent of line 11, attach 
itemized schedule. Also see instruction 5) ___-___________ ___________-- 
ii. _oeel Of tines 1 to 10, inclusive.._................. 1, 434, 467. 20! 
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DISPOSITION OF INCOME, DUES, CONTRIBUTIONS, ETC. 


A. Expenses attributable to income lines 7 and 8 (see instruc- 
tion 6): 
59 (ON OF ROGGE OOliss cs ccsncctignnncwak<necnonmmpanamammen a 


13. Compensation of officers, directors, trustees, etc. (attach 
statement showing name, position, salary, and time 


GAVOCGG. 30 DORIIBD 6d icc nnnnesatoatidenmneinaeesa® 


14. Wages, salaries, and commission (not included on line 13). 


Nuniber of employee#i:—.....__......_._._....... as scien 


DS, RCE ir cs eh tential ots sich yee Sees eee aE asta 

16. Taxes (such as property, income, social security, unem- 

ployment - 1taxed,.. O66.) nnenene Jot Suede s ume 

Me. SEMIN od. cries: Seraiscciqcatih x tagcat co ani is ou-erabales erga wie aie ertaem eee eee 

18. Depreciation (and depletion) ----.-.-----_---_----~- ‘ 
19. Miscellaneous expenses (state nature) : 

1 ae SSeS SEIS RE a I II el in 


C2 eee aene Sik aeeene ee ly Ser Se ate Sh i. 
B. Other expenses : 
20. Dues, assessments, ete., to affiliated organizations ____~ 
21. Compensation of officers, directors, trustees, etc. (not in- 
cluded on line 13). Attach statement showing name, 
position, salary, and time devoted to position_________- 
22. Wages, salaries, and commissions (not included on line 
14). Number of employees: Average 62 _--. ---_- 
23. Interest (not included on line 15)_-----__------____-__ 
24. Taxes (not included on line 16) __----_-----____- pea 
Bo: Beene (DOE TREO Gl TRO FF) ne xn cece tcmen 
26. Miscellaneous expenses not elsewhere classified (state 
nature) : 
(a) Travel, entertainment, meetings... $83, 397.19 
(b) Printing, legal contracts, services 201, 844. 99 
(c) Office, postage, communication, mis- 
NS I aera pert ewe 127, 097. 17 


C. Contributions: 
27. Contributions gifts, grants, etc., paid (state to whom 

paid) : 
(a) National Aviation Education Council. $39, 700 
GI cides ncnter ie aceatinertes sa il sadness parhcteapsis co oa sin dhipniaeiabda ceumaaaaamede 
RS ee snes echoes cunseeriih ieincegeten te 4a: a ip AGiecoicoeient os as aves eee eae aa 

D. Other dispositions : 

ELIE LES SLE ILI LAE IRN EN ni 
(a) Death, sickness, hospitalization, or disability 
SN arial carats cns'ccectls ak dats ete atianaamatnneceaci easement nae 
(c) Other benefits (state nature) : Employers’ share 
ee a ee ee ee 
29. Dividends and other distributions to members, share- 
holders, or depositors and group insurance____________ 
30. Additions to surplus and reserves (attach itemized 
I sai iix5 etn d shradeixd eeentessh dois tnt aye cath ane 





31. Total of lines 12 to 30, inclusive (see instruction 7) __ 


44112—-59—__24 


365 


$1, 000. 00 
120, 016. 08 
636, TTT. 27 


8, 992. 33 
46, 786. 92 


412, 248. 4 


i | 


39, 700. 00 


24, 343. 44 
11, 677. 29 
132, 925. 42 





1, 434, 467. 20 
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ScHEDULE A.—Balance sheets (see instruction 8) tion < 
some (e) (1 
Beginning of year End of year re 
“ioe iF 
Amount Total Amount Total — ] 
om: to you 
ASSETS 4. J 
Scie ccc sembehaemnn sre cntanasenssosecessears=| onus shoes. S067, 96! fc ...222.0. $581, 288 rgan 
2. Notes and accounts receivable__...-.....--------___ Ee 7 ai ors 
a UL Oe” "i Tete eS  iiaiathaaie 9, 182 affilia 
ee nas catianeewnnye leone anus = oo a ht A EEL 549, 965 tral « 
4. Invest nents in governmental obligations. __......._|_.....-.....]------------}----- 2... Lambe cae r 
5. Investments in nongovernmental bonds, etc_-_-----|-.----------|------------|------------ BN supe 
6. Investments in corporate stocks (see instruction _ St See RE ee ME an iF Sn wee from 
7. Other investments (itemize) __..............-.------ lsvocepsceurrelvepenscenous enttenie dior Ped, Piet © — | centr: 
8. Capital assets: ntre 
(a) Depreciable (and a assets (attach ce 
itemize schedule): Less reserve for | file st 
depreciation — NA opel pnanenaeeeus eee, Sew of th: 
b Sk oe sate cuie aiicioismemcinic aie eae 
9. Other assets (itemize): | retur! 
Furniture and equipment_______....._--_-____- aN vcccan@ucecet tT cose zatior 
Advance and prepaid postage. __________..____- 7, 785 Ee 7, 786 | 3, 053 3, 054 group 
10. NINE iis stadt nniennaoencbaveens eoaPeesys z | | 1,143,489 | ing se 
SE —- = = <== tions 
LIARILITIES | wW oll Prior 
Si. Aecoumie wawelie. © i=. 0. ccs sc ee ere) See | Al Rae 70, 428 izatio 
12. Bonds, notes, and mortgages payable: | | the p! 
(a) With original maturity of less than 1 year._|--....-_.--- iS shiwirewteete Acsksacakalantninmeee cludec 
(6) With original maturity of 1 year or more____|_....---- ehesdekdagsslhsssiwtkbetdlanauneel I 
13. Other liabilities (itemize): Dues paid in advance-_- 100 "SSeS ott 1a 
—$ |__| ——_—_—_ | ——_———— ng 
14, a ae oa ee ee soak cat 77, S21 |... pias, Peer ae. the o: 
NET WORTH | —~ —_ notice 
15. Capital stock: q | 5. I 
ep He 8 oo sk wecbcnnk wap eaecbacaes loivensesdn Linaded dalictdsschoddades|ledenelle 
(6) Common stock............... aco mnie dsbic Lies : = ‘i pre See es = eee $3,000 
i INI oo es esi eds mee men aerate ani pmenns nner Te RWS OMEEGEN me Ea or m¢ 
17. Paid-in or capital surplus (or donated ¢: apital if a | more 
trust) _- bibiales Ce Sn eee, eek ee onal ns 
18. Surplus reserves (itemize)........------------------ re Piee eee ily RE ee ee - receiv 
19. Earned surplus and undivide d Profi _ Se ee ‘ ema 8: a 1, 073, 061 to thi 
20. SE ee ee: eres eee as - w-e-----]-----------. [| ships, 
21. Total liabilities and net worth............----|.--------- 1,017, 987 |......---.«- 1, 143, 489 “cent 
“a RES Sik ae Pe Pai __ a not bi 
6. I 
SIGNATURE AND VERIFICATION (SEE INSTRUCTION 11) incluc 
line 2 
I declare under the penalties of perjury that this return (including any be co 
accompanying schedules and statements) has been examined by me and to the basis 
best of my knowledge and belief is a true, correct, and complete return. any i 
(Signed) H. Brand, divide 
HIARRISON BRAND, Jr., facilit 
Secretary-Treasurer, i. I 
FEBRUARY 9, 1959. differs 
[CORPORATE SEAL ] i 
: a . : any d 
I declare under the penalties of perjury that I prepared this report for the tional 
person named herein and that this return (including any accompanying sched- ule A 
ules and statements) is to the best of my knowledge and belief, a true, correct, begin: 
and complete return based on all the information relating to the matters re- 9. I 
quired to be reported in this return of which I have any knowledge. class 
Date: . Individual or firm signature . Address ration 
ae j tion i 
GENERAL INSTRUCTIONS stock 
1. An annual statement of gross income, receipts, disbursements, etec., on this 10. 
form, is required by law of every organization which is exempt from tax under erty s 


section 501(a) of the code of 1954, excepting only—(1) a fraternal beneficiary (ec) 
society, order, or association described in section 501(¢) (8); (2) an organiza- of sal 


tion described in section 501(c)(3) (see form 990-A); (3) a religious or since 
apostolic organization described in section 501(d) (required to file form 1065) ; and ( 


(4) a stock bonus, pension, or profit-sharing plan which qualifies under see: 
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tion 401(a) (see form 990-P); or (5) a corporation described in section 501 
(ec) (1), if wholly owned by the United States or any agency or instrumentality 
thereof, or a wholly owned subsidiary of such corporation. 

2. This form shall be prepared in accordance with the method of accounting 
regularly employed in keeping the books of your organization. 

8. Fill in the lines on pages 2 and 3 of this form to the extent that they apply 
to your organization. 

4. A group return on this form may be filed by a central, parent, or like 
organization for two or more local organizations which (a) are chartered by, 
affliated or associated with the central organization at the close of the cen- 
tral organization’s annual accounting period, (b) are subject to the general 
supervision and examination of the central organization, and (c) are exempt 
from tax and are described by the same provision of section 501(c) as the 
central organization. Each local organization annually must authorize the 
central organization to include it in the group return and must also annually 
file statements verified under oath or affirmation with the central organization 
of the information required to be included in the group return. The group 
return shall be in addition to the separate return of the central office organi- 
zation but in lieu of separate returns by the local organizations included in the 
group return. There shall be attached to such group return schedules show- 
ing separately (a) the total number, names, and addresses of the local organiza- 
tions included, and (b) the same information for those not included therein. 
Prior to, or simultaneous with, the filing of a group return, the central organi- 
ization must notify each District Director for the district in which is located 
the principal place of business or principal office of each local organization in- 
cluded in or excluded from such group return that the local organization has 
or has not been, or will or will not be, included in such group return. The 
filing with each District Director concerned of a copy of the schedules listing 
the organizations included in and excluded from the group return constitutes 
notice as required by the preceding sentence. 

5. In all cases where line 1 or 2 includes money or property amounting to 
$3,000 or more, and line 3 or 10 includes money or property amounting to $100 
or more which was received directly or indirectly from one person, in one or 
more transactions during the year, itemized schedules showing the total amount 
received from and the name and address of each such person shall be attached 
to this return. (The term “person” includes individuals, fiduciaries, partner- 
ships, corporations, associations, and other organizations.) Receipts by a 
“central” organization from organizations included in a group return need 
not be itemized in the “central” organization's separate return. 

6. If the total of income lines 7 and 8 is not more than $5,000, amounts 
includible in line 12 through line 19 may be entered under line 21 through 
line 26 under the appropriate headings. Where sections A and B must both 
be completed, items of expenses may be divided between these sections on the 
basis of accounting records, or, if such records do not provide for this division, 
any items of expense which fall wholly under either of these sections may be 
divided on any reasonable basis, such as an approximation of the use of a 
facility or the time spent by an individual. 

7. If line 31 does not equal line 11, attach a schedule accounting for the 
difference. 

8. The balance sheets, schedule A, should agree with the books of account or 
any differences should be reconciled. All organizations reporting to any Na- 
tional, State, municipal, or other public officer may submit, in lieu of sched- 
ule A, copies of their balance sheets prescribed by any such authority as of the 
beginning and end of the taxable year. 

9. In all cases where line 6, schedule A, includes 10 percent or more of any 
class of stock of any corporation, attach a list showing the name of the corpo- 
ration, the number of shares of each type of stock owned (including informa- 
tion indicating whether the stock is voting or nonvoting), and the value of the 
stock as recorded in the books and included in line 6. 

10. Attach a detailed statement showing with respect to each piece of prop- 
erty sold: (a) Date acquired and manner of acquisition; (b) gross sales price: 
(c) cost or other basis (value at time of acquisition, if donated); (d) expense 
of sale and cost of improvements subsequent to acquisition; (e) depreciation 
org acquisition; and (f) gain or loss—(b) plus (e) minus the sum of (c) 
and (d). 
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11. Signature and verification: The return must be signed either by the 
president, vice president, treasurer, assistant treasurer, chief accounting officer, 
or other corporate officer (such as tax officer) who is authorized to sign. A 
receiver, trustee, or assignee must sign any return which he is required to file 
on behalf of a corporation. The statement at the bottom of page 3 of the 
return is required to be signed by any person, firm, or corporation who pre- 
pared the taxpayer’s return. If the return is prepared by a firm or corporation, 
it should be signed in the name of the firm or corporation. The statement is 
not required if the return is prepared by a regular, full-time employee. 

12. For further information see regulations under section 6033(a) and 501 
of the Internal Revenue Code. 

Form 990-T. Section 511 of the code imposes a tax in case of certain organi- 
zations described in sections 401(a) and 501(c) (2), (3), (5), and (6), on in. 
come derived (a) from operation of a business enterprise which is unrelated to 
the purpose for which such organization received an exemption or (b) from 
certain rentals from property leased to others on a long-term basis. Such income 
and tax are to be reported on form 990-T, copies of which may be obtained from 
the district director of internal revenue. 

Form 990-C. A farmers’ cooperative association exempt from tax under sec- 
tion 521 of the code is subject to tax as provided in section 522 and is required to 
file form 990—-C, copies of which may be obtained from the district director of 
internal revenue. 

Form 1099. Every organization engaged in a trade or business (which in- 
cludes for this purpose all exempt functions) making payments in the course 
of such trade or business of interest, rents, commissions, salaries or wages, or 
other fixed or determinable income (including allowances for expenses) of 
amounts of $600 or more during the calendar year shall make returns on forms 
1096 and 1099, except that the making of such return will not be required with 
respect to the portion of any salary or wage payments reported on form W-2. 
( See rev. rul. 56-176, CB 1956-1, p. 560.) 


AIRCRAFT INDUSTRIES ASSOCIATION OF AMERICA 


Statement re question B-—21, form 990 U.S. Treasury Department. 
( Officers listed are full-time employees). 


Name and position : Salary 
rn emt ermeperereraseerensam mana $49, 999. 92 
eee ©. eeenees, ace Cneirmen__..._ ... -. ...--..-...-....-.. 25, 000. 00 
ioe 2). sree, ace preeeent. nnn nee nme 25, 000. 00 
Harrison Brand, Jr., secretary-treasurer_____..-...-.-----.--- 20, 016. 00 


AIRCRAFT INDUSTRIES ASSOCIATION OF AMERICA INC. 


Statement re questions 1 and 3, page 2, form U.S. Treasury Department, and 
form 199 State of California—fiscal year ended October 31, 1958: 


Aerojet-General Corp., 332 Irwindale Ave., Azusa, Calif__._____.__.____ $17, 944. 58 
Aveo Manufacturing Corp., 750 3d Ave., New York 17, N.Y_---- _.... 14, 335.98 
Beech Aircraft Corp., East Central Ave., Wichita 1, Kans__-__---_ 14, 182.58 
Bell Aircraft Corp., Post Office Box 1, Buffalo 5, N.Y_--------------- 27, 220. 04 
Bendix Aviation Corp., Fisher Bldg., Detroit 2, Mich_._._-_-_-------- 69, 059. 04 
Boeing Airplane Co., Box 3107, Seattle 14, Wash__-__-----------~-- 75, 000. 00 
Cessna Aircraft Co., 5800 Franklin Rd., Wichita 15, Kans__----_~~- 10, 123. 08 
Chance Vought Aircraft, Inc., Post Office Box 5907, Dallas, Tex... _—_27, 649. 55 
Cleveland Pneumatic Industries, 3781 East 77th St., Cleveland 

Fn eB a at mes! Alan i a il ee I aS Bl, Sa EO FRA 10, 000. 00 
Continental Motors Corp., 12800 Kercheval, Detroit 15, Mich__---- 10, 000. 00 


Convair, a division of General Dynamics, 3165 Pacific Highway, 


I cos | aug dbisdicasanenbiabomnemcceeraisione 75, 000. 00° 
Curtias-Wrignt Corp., Wood-Ridge N.J_._........................ 75, 000. 00 
Douglas Aircraft Co., Inc., 3000 Ocean Park Blvd., Santa 

EPI 8 BS SSS SY PERS ae i sO i po oe eer 75, 000. 00 
Fairchild Engine & Airplane Corp., Hagerstown, Md___-__--------- 23, 442. 07 
The Garrett Corp., 9851 Sepulveda Blvd., Los Angeles 45, Calif... 22, 304. 99 
General Electric Co., 570 Lexington Ave., New York 22, N.Y____-- 46, 739. 19 
General Motors Corp., Speedway, Indianapolis 6, Ind__-___--_--_-~- 44, 789. 60 


Goodyear Aircraft Corp., 1210 Massilon Rd., Akron 15, Ohio__---- 17, O98. 54 | 
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Grumman Aircraft Engineering Corp., Bethpage, Long Island, N.Y_- $29, 895. 65 





Hughes Aircraft Co., Culver City, Calif--...-_...---.-----------~-- 48, 960. 96 
Jack & Heintz, Inc., Cleveland 1, Ohio.._--------_----..---------- 3, 401. 66 
Kollaman Instrument Corp., 80-08 45th Ave., Elmhurst, N.Y_----- 5, 382. 09 
Lear, Inc., 3171 South Bundy Dr., Santa Monica, Calif - 10,000. 00 
Lockheed Aircraft Corp., Post Office Box 551, Burbank, Calif____---- 75, 000. 00 
The Martin Co., Baltimore 3, Md__------------------------------- 57, 669. 79 
McDonnell Aircraft Corp., Post Office Box 516, St. Louis 3, Mo___--- 50, 386. 65 
Minneapolis-Honeywell Regulator Co., 2747 4th Ave., S., Minneapolis 

Dg cnencsaccousctnpouussth heb clinonp anne engine 10, 000. 00 
North American Aviation, Inc., Los Angeles International Airport, 

ae? meenen GD, CONT. coca cn enn wacatadoweedencbheusannmeaed 75, 000. 00 
Northrop Corp., Northrop Field, Hawthorne, Calif._.._._.__.-------- 37, 683. 01 
Pager Aircraft Corp., Lock Haven, Pa.............-.<.....-........ 3, 899. 98 
Radio Corp. of America, Front & Cooper Sts., Camden 2, N.J_------- 18, 214. 39 
Rheem Manufacturing Co., 11711 South Woodruff Ave., Downey, 

ETRE SRR pap MEN EN Me Dye. 2 FIRM LOE POE RY okey ee ae Pe 5, 184. 62 
The Ryan Aeronautical Co., Lindbergh Field, San Diego, Calif... 10, 000. 00 
Solar Aircraft Co., 2200 Pacific Highway, San Diego, Calif._._._..---- 10, 076. 35 
Sperry Rand Corp., 30 Rockefeller Plaza, New York 20, N.Y------ 18, 929. 40 
Sundstrand Aviation, Division of Sundstrand Machine Tool Co., 2421 

oem 8t., Rockford, Vl... seul. ileal ais eh aie 6, 797. 86 
Temco Aircraft Corp., Post Office Box 6191, Dallas, Tex____-_------ 15, 843. 51 
Thompson Ramo Wooldridge, Inc., 23555 Euclid Ave., Cleveland 17, 

IEE SN os ectsiscrainisn ta tashdiseseny ge ess ve sia as pach SD OP eben p P 34, 598. 66 
United Aircraft Corp., 400 South Main St., East Hartford 8, Conn_. 75, 000. 00 
Vertol Aircraft Corp., Morton, Pa..u0.uii. ss iene 13, 062. 50 


Westinghouse Electric Corp., 1000 Connecticut Ave. NW., Wash- 
eet O73 ie a ee eG ois 18, 013. 35 


QUESTIONNAIRE FOR ORGANIZATION 


1. Does your organization now or has it within 2 years concerned itself, 
directly or indirectly, or for any purpose, with any activity of or for the Depart- 
men of Defense, its military or civilian personnel (active, retired, or Reserve) 
or with the purchasing by or contracts of the Department of Defense? Yes. 

If your answer to this question is “Yes,” answer the following questions. If 
your answer is “No,” return the questionnaire after signature on last page. 

2. When and where was the organization formed? Give its stated purposes 
as set out in charter, articles of incorporation, bylaws, or any other document. 
Incorporated 1919, New York State. (For stated purposes, see attached sheet.) 

3. A. Is this a profitmaking organization? No. 

B. If it is a nonprofit organization, state where established, nature of organi- 
zation, and whether U.S. Treasury Department has granted tax-exempt status. 
Established in New York. Trade association. Tax exemption has been granted 
by Treasury Department. 

4. If legal business address is other than the address on this questionnaire, 
give correct address. Aerospace Industries Association, 610 Shoreham Build- 
ing, Washington 5, D.C. 

5. Does this organization have paid officers, employees, consultants, or ad- 
visers? Yes. 

If the answer to this question is “yes,” give name and title of each (omit 
clerical personnel). See attached sheet. 

6. What are the sources of income of this organization? See attached sheet. 

A. If dues or assessments are collected, how are they determined and as- 
sessed, and state amounts. 

B. If there are different classes of membership, state dues or assessments for 
each. 

C. Name the source or sources of any income other than dues or assessments, 
and state amount thereof received annually. 

7. Name the persons in your organization accountable and responsible for the 
following : 

A. Solicitation of funds. 

B. Dues. 

C. Other income. 

No solicitations, ; dues are billed under the direction of the treasurer, Harri- 


_ Son Brand, Jr., who also checks the receipt or entry of other income. 
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8. Where are the books of account, minutes, and correspondence of your organ. 
ization kept; and in whose custody are they lodged? See attached sheet. 

9. State whether this organization prepares any statement or financial ac. 
count of organization activities. Yes. 

If the answer to the question is “yes,” furnish the latest of such statements, 
Treasury Form 990. Copy attached for fiscal year ended October 31, 1958. 

10. For the year next preceding receipt of this questionnaire, specify sepa- 
rately the amount expended for— 

A. Salaries: 








ea SB rr SR Set On a $120, 016. 08 
I as tmniesn as vcs nieseet none URI gE Raeere ten 219, 252. 28 
re ci Aue or oe a ee (*) 
Ne ad ihaxticsnea eine aaiapaieiemneningaa 418, 513. 59 
| Nae SS APO Maa dre ae Se a ae a a a 757, 781. 95 





1 The consultants listed in answer to question 5 are not employees and not . weet salaries, 
The total of fees paid consultants during our fiscal year 1958 was $83,526. 


B. Advertising (of any kind). None. 

C. Assembling, preparation or dissemination of any data: $148,114.11 (ex. 
cluding salaries). 

D. Honorariums (state to whom paid). None. 

BE. Grants (state to whom given): $39,700, National Aviation Education 
Council. 

F. Entertainment, $20,198.87. 

11. State whether the organization assists or furnishes material or data for 
the use of anyone outside of the organization, for any purpose. Yes. 

If the answer is “yes,” explain. See attached sheet. 

12. Who, in the organization, is responsible or accountable for expenditures, 
other than wages and salaries, for— 

A. Advertising of any kind in any media? None. 

B. Entertainment? Orval R. Cook, general manager, has general supervision 
and control but approval of expense accounts of staff rests with their supervisors 
(service directors). 

13. Name persons employed or performing any work or service who have re- 
ceived compensation or remuneration from your organization in the preceding 2 
years who is either a retired officer of the U.S. Military Establishment or was, 
in the past 5 years, a Federal civilian official or employee about the grade of 
GS-12, giving retired status or former office in each case. See attached sheet. | 

14. Does the organization issue any publication? Yes. 

If the answer is “yes,” furnish the latest issue. 

Enclosed are latest issues of Planes-Aerospace, annual report, Aircraft Year 
Book, Aviation Facts and Figures, Missiles—From Concept to Countdown, 
Annual Forecast of Trends and Requirements. 

15. Is any person employed or affiliated with your organization registered 
under the Lobbying Act? Yes. 

I certify that the foregoing answers are true and complete. 

(Signed) Orvat R. Coox, 
President and General Manager. 
Dated: July 9, 1959. 


Question No. 2: Stated purpose of the association. 

(a) To foster, advance, promulgate and promote trade and commerce, 
throughout the United States, its territories, possessions, and in foreign coun- 
tries, in the interests of those persons, firms, or corporations engaged in the 
business of manufacturing, buying, selling, and dealing in aircraft and astro 
nautical vehicles of every nature and description (including but not limited to 
pilotless aircraft, guided missiles, rockets and satellites, manned or unmanned), ’ 
powerplants for aircraft and astronautical vehicles and parts and accessories 
thereof of every kind and nature; 

(b) To work toward correction of abuses which may arise relative thereto; 

(c) To secure for its members and those persons, firms, or corporations deal: , 
ing with them, freedom from unjust or unlawful exactions of whatever de 
scription ; 
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(d) To disseminate among its members and others accurate and reliable in- 
formation concerning aeronautics and astronautics ; 

(e) To advocate and promote in every lawful way the enactment of just and 
equitable laws, both National and State, pertaining to aeronautics and astro- 
nautics ; 

(f) To acquire by grant, gift, purchase, devise, bequest, and to hold and 
dispose of such property or assets as the purpose of the corporation shall re- 
quire, subject to such restrictions as may be prescribed by law ; and 

(g) Generally to do every act and thing which may be necessary and proper 
for the advancement of the aeronautical and astronautical arts and industries 
and the accomplishment of the objects and purposes hereinbefore set forth: 
Provided, however, That nothing herein contained shall authorize this corpora- 
tion to engage in any business for pecuniary profit. 

Question No. 5. 

(a) Officers: 

Officers of this type of corporation may not be paid salaries as such but paid 
employees may be elected officers and continue to draw their salaries as em- 
ployees. The following paid employees are also officers at this time: 











Name Employee title Officer title 
Orval R. Cook.....----- mePUe, UT mK ESE General manager..---..-....----.- President. 
DeWitt C. Ramsey --.--- ee Eo ntesines od ccgoss _.....| Vice chairman. 
Leland D. Webb___.--.-.-.-- .-| Manager western office_-_____- ..| Vice president. 
George F. Hannaum --....------.--- .....| Assistant general manager-__.--_- Do. 
NE MN Ed ioc cecwnasUuddbuduumes Business manager- ---- ..| Secretary-treasurer. 
OS Sa eer eee oe Executive assistant... _- .-| Assistant secretary. 








(b) Employees other than officers, consultants, advisers, or clerical. 


Phyllis K. Arnow, editorial assistant. 

Harry R. Brashear, director traffic service. 

James B. Cahill, senior coordinator, industrial relations and industrial security. 

Samuel D. Daniels, director technical service. 

Burton E. English, director public relations service. 

George S. Garrard, senior coordinator, propulsion. 

Marshall J. Garrett, assistant director export service. 

Joseph T. Geuting, Jr., director utility airplane council. 

Catherine M. Gnau, research analyst. 

Theodore G. Haertel, assistant director industry planning service for mainte- 
nance support. 

Edward B. Hincks, statistical assistant to director industry planning service. 

James M. Houston, senior coordinator, electronics. 

Jean R. Howard, assistant to director helicopter council. 

Ben S. Lee, assistant director public relations. 

Gerald J. McAllister, director of publications. 

Robert W. McMillan, senior coordinator, procurement and finance. 

Don Ryan Mockler, director helicopter council. 

Allen J. O’Brien, assistant director traffic service. 

Richard M. Oliver, senior coordinator, quality control. 

James F. Phillips, senior coordinator, missiles. 

William A. Simpson, senior coordinator, flight operations. 

John W. Stahl, Jr., staff assistant, maintenance support. 

Irving H. Taylor, director export service. 

Julian Zuke, Jr., coordinator, standards. 

Theodore Grant, assistant manager western office. 

Jerome A. Maurice, coordinator manufacturing. 

H. Dana Moran, coordinator research and testing. 

Fred A. W. Stiefler, director public relations western region. 
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(c) Consultants as follows: 


Firm and specialty : 
Lowenstein, Pitcher, Hotchkiss, Amann, and Parr, general legal counsel, 
Pogue and Neal, legal adviser helicopter council. 
Lyon, Wilner, and Bergson, legal adviser industry planning. 
Price, Waterhouse & Co., certified public accountants. 
Hill and Knowlton, public relations counsel. 
James J. Haggerty, Jr., editorial consultant. 
Rudolf Modley, statistical adviser. 
Miller & Chevalier, legal, renegotiation. 
Shroyer, Denbo, & Doolon, legal, Walsh-Healey. 


(d) Legislative adviser: Harold G. Mosier. 

Question No. 6: Sources of income. 

Aand B. Membership is in three divisions. 

Division A. Persons engaged in manufacture of aerospace products. They 
pay regular annual dues of $100 plus additional dues based on sales. The addi- 
tional dues are calculated at a percentage designed to balance our budget. The 
combined regular and additional dues of any member of this division for the 
current fiscal year are not less than $1,480 nor more than $71,255. 

Division B. This division includes nonmanufacturing members who were such 
prior to June 1945 and who refused to transfer, or were not offered the oppor- 
tunity to transfer, to nonvoting status in the division of affiliate members. Two 
members of this division (one a sales organization, the other an insurance firm) 
pay $30 a year; one association pays $25 a year; 19 individuals pay $10 a year. 

Division of affiliate members (nonvoting) includes all nonmanufacturing 
members admitted since June 1945 and some who transferred to this division 
voluntarily. It includes 5 paying $100 each per year ; 1 paying $75 each per year; 
13 paying $35 each per year; 2 paying $15 each per year; 1 paying nothing but 
furnishes free statistical information in lieu of paying dues. 

The total dues for the fiscal year ended October 31, 1958, as shown by the 
attached copy of Treasury Form 990, was $1,419,115.95. 

(c) Other income consists of— 

1. Increment on U.S. Government savings bonds. 
2. Interest on U.S. bonds. 
3. Interest on savings accounts. 
Total for fiscal year 1958, $15,351.25. 
Question No. 8: Custody of books of account, minutes and correspondence, 


Secretary-treasurer: Harrison Brand, Jr., 610 Shoreham Building, Washing: | 


ton, D.C. Books of account, minutes, and correspondence. 


Vice president: Leland D. Webb, Western Office, 7660 Beverly Boulevard, Los 


Angeles, Calif. Correspondence. 

Question No. 11: Material or data furnished for the use of anyone outside of 
the organization. 

Committees and services of AIA provide material and publications to govern- 
mental agencies, other trade associations, interested professional associations 
and societies, and, upon occasion, to Members of Congress and the press. Ma- 
terial is provided to organizations such as the Kiwanis Club, Rotary, the Amer- 
ican Legion, chambers of commerce, National Aviation Education Council, and 
Investment Bankers Association of America. Material also is provided to 
schools, colleges, State and local aviation officials, libraries, banking and 
investment officials, etc. Aviation information is available to any qualified per- 
son free of cost. 

Question No. 13: Names of persons employed or performing work or service 
who are either retired officers of the U.S. Military Establishment or were, in 
the past 5 years, a Federal civilian official or employee above the grade of 
GS-12. 


Retired officers: 
Col. Harrison Brand, Jr., Army Reserve. 
Gen. Orval R. Cook, Air Force. 
Rear Adm. Richard M. Oliver, Navy. 
Maj. Gen. James F. Phillips, Air Force. 
Adm. DeWitt C. Ramsey, Navy. 
Capt. Leland D. Webb, Navy. 
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Federal civilian employees (above grade GS-12) : 
Edward B. Hincks, Bureau of the Budget. 
Allen J. O’Brien, Office of Secretary of Defense. 
William A. Simpson, Air Coordinating Committee. 
Mr. Courtney. We have the National Security Industrial Associa- 
tionhere. Mr. McFarlane is here. 
Mr. Héserr. We have 20 minutes left. Let us continue. 
Mr. Courrney. Mr. McFarlane, can you come forward? Anybody 
you have with you you desire to bring to the table you may. 
Mr. Héserr. Will you please identify yourself for the record? 


STATEMENT OF R. N. McFARLANE, EXECUTIVE DIRECTOR, NSIA 


Mr. McFartane. I am R. N. McFarlane, executive director of the 
National Security Industrial Association. My deputy, H. B. Newson. 
And James D. Boyle. 

Mr. Hézerr. Will you gentlemen take the oath, please? 

You and each of you do solemnly swear that the testimony you will 

ive before this subcommittee in the matters now under consideration 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ? 

Mr. Newson. I do. 

Mr. McFartane. I do. 

Mr. Boye. I do. 

Mr. Héserr. Gentlemen, be seated. 

Mr. Courrney. Mr. Chairman, the National Security Industrial 
Association has filed its answers to the questionnaire. Mr. McFarlane 
is here to speak for the association. He has a prepared statement. 
May he proceed in order, without interruption ? 

Mr. Hésert. Proceed, Mr. McFarlane. 

Mr. McFaruane. Mr. Chairman, we are gratified at the opportu- 
nity to appear before this committee. We applaud its effort to clarify 
the facts surrounding the relationship between retired military per- 
sonnel and their former colleagues in the Department of Defense and 
the military services. An airing of this problem will, I am confident, 
clearly indicate the extent of influence or lack of influence exerted by 
such individuals in the interest of specific companies. 

I think it important to point out that this is the first time that any 
officer or employee of the National Security Industrial Association 
has appeared before a congressional committee to testify regarding 
impending legislation. It has always been the position of the asso- 
ciation, throughout its existence, that any attempt to influence legisla- 
tion would be out of keeping with its stated nature and purpose. 
We welcome this opportunity to be heard, however, at the invitation 
of the committee. 

It will be helpful, I believe, in establishing the scope and purpose of 
NSIA, to read into the record a letter from the late James Forrestal, 
who first conceived this association of American industrial corpora- 
tions dedicated to maintaining in peacetime the close working rela- 
tionship between the Department of Defense and industry, which 
served our country so well during World War IT. 

This letter, dated June 9, 1944, is addressed to Mr. C. C. Felton, 
then a vice president of Revere Copper & Brass, Inc. Mr. Felton, 
now retired, has served continuously as an officer and trustee of this 
association throughout its existence. 
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Mr. Forrestal, then Secretary of the Navy, wrote: 


Dear Toc: I am pleased to know that a group is meeting with you on Monday 
to consider formation of a Navy Industrial Association. Such a private organi- 
zation, I believe, could be of immeasurable value to the Navy in war and in 


peace. 
The future welfare of our Nation requires that the Navy not lose touch with 


the manufacturers and businessmen who have contributed so much to the tech. 
nical advance of the Navy during the past 4 years. We need a group of patri- 
otic men through whom the Navy can learn of the most advanced industrial and 
commercial techniques and to whom we can turn for disinterested advice on re. 
search, manufacturing, and procurement. 

Therefore, I wanted you to know that your project has my personal support 
and good wishes. 

Sincerely yours, 
JAMES FORRESTAL, 

With the creation of the Department of Defense, Mr. Forrestal 
recommended that the Navy Industrial Association broaden its scope to 
include similar relationships with the Army and the Air Force. This 
was done in 1950 when our present name, National Security Industrial 
Association, was adopted. 

In these 15 years the association has consistently directed its activi- 
ties to providing the military services with access to industrial knowl- 
edge and talent applicable to problems submitted by the services 
through our extensive advisory committee program. In addition, 
through the association, the military services have been able to ac- 
quaint leading industrial people with operating and materiel problems 
at defense installations and in fleet units at sea. Every NSIA event 
is geared to exchanging views and information designed to strengthen 
the defense posture of the United States. It is a service all of us are 
proud to participate in. 

We perform these services in two principal ways, through an ad- 
visory committee program and through a program of special activi- 
ties. The committee program is at present carried out by 11 advisory 
committees, whose members are experts from our member companies. 
They deal with air transportation, antisubmarine warfare, food, main- 
tenance, materiels handling, missiles, ordnance, procurement, pack- 
aging, patents, and training. Some 80 subcommittees cover the de- 
tailed segments of these broad subjects. Through these committees 
and subcommittees, we attempt to solve problems on which the De- 
partment of Defense has sought the help of industry. It is equally 
important that industry see how its products can per form in practice, 
Hence the other part of our program which we call special activities 
and which includes visits to military facilities, installations, and 
vessels. 

Leadership of such a program requires knowledge of the complex 
defense structure. Such knowledge is principally available among 
retired personnel of the Armed Forces who desire to remain active in 
the interest of national defense following their retirement from active 
duty. 

At present we have five retired military officers on our executive 
staff. Each of them is considered to have talents and experience not 
generally available without lifelong familiarity with military matters. 

Mr. Chairman, since none of our retired military personnel ever 


represent the special interests of a company or a group of companies | 
with regard to military contracting at any time, it would be inap- | 
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ropriate for me to comment on the selling aspects of this inquiry. 

I should like to state for the record, however, that no employee of 
the association has ever been asked by a member company to use his 
former relationship with any officer or official of the Department of 
Defense to obtain preferential treatment in any manner. NSIA has 
prided itself upon its role as a link between industry and the De- 
partment of Defense and is determined never to jeopardize, through 
special pleading, the splendid cooperation we have always received in 
the interest of our common goal, national defensive strength. 

That concludes my prepared statement, and I shall be very happy to 
answer any question that the committee so desires. 

Mr. Héserr. Mr. McFarlane, you just heard the bells. There will 
be two important rollcalls immediately, so we will have to beg your 
indulgence. If you will be back tomorrow morning at 10 o’clock, the 
committee counsel and the committee members will interrogate. 

Mr. McFaruane. Very gladto. Whattime, Mr. Chairman? 

Mr. Hépert. At 10 0’clock. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 11:47 a.m., the subcommittee adjourned. ) 
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EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
PERSONNEL BY DEFENSE INDUSTRIES 


THURSDAY, JULY 30, 1959 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SuBcoMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 

The subcommittee met at 10 a.m., Hon. F. Edward Hébert (chair- 
man of the subcommittee) presiding. 

Mr. Hévert. The committee will be in order. 

When the committee recessed yesterday, Mr. McFarlane, of the 
National Security Industrial Association, had just finished his 
statement. 

We will continue from there, Mr. McFarlane, with questioning. 

Mr. Courtney. 

Mr. Courrnry. Mr. McFarlane—Mr. Chairman, I would like to 
introduce into the record at this time the responses which the associa- 
tion has made to the subcommittee’s questionnaire. 

I have just two or three questions, Mr. McFarlane. 

I noticed among other things in your stated purposes that you are 
a charitable corporation ? 

Mr. McFartane. Yes. When they were first formed, that was the 
way that it read. 

Mr. Courtney. It says “educational, charitable, and scientific.” 
I was struck with the word “charitable.” 

Mr. McFaruane. Yes. “Nonprofit educational, charitable, and 
scientific associations, under the provisions of the District of Columbia 
Code of Laws.” 

Mr. Courtnry. Now, what is the extent of your membership in 


' numbers ? 


Mr. McFaruane. About 502 companies. 

Mr. Courtney. Now, you are speaking of companies? 

Mr. McFaruane. Yes. That is all we have. We have companies. 

Mr. Courtney. You do not have individual representation ? 

Mr. McFaruane. No. We have life members and honorary life 
members. 

I haven’t. counted those, but they are on the back of that annual 
report that I gave you. 

Mr. Courrney. Yes. Iam just trying to get the outline. 

Mr. McFaruane. Yes. 

Mr. Courtney. So we deal strictly now with an association formed 
to represent or to act for and in behalf of a certain number of com- 


panies—some 500-odd ? 
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Mr. McFartane. Correct. 

Mr. Courtney. All of whom are defense contractors ? 

Mr. McFartane. No. 

Mr. Courtney. Or subcontractors ? 

Mr. McFartane. No. I would say that about 80 percent. 

Mr. Courtnry. About 80 percent ? 

Mr. McFaruane. Yes. 

Mr. Courtney. And what are the other companies engaged in? 

Mr. McFaruanr. Well, You will note the first company in there is 
“Acéent” that you put in food. 

Mr. Courtney. Is what ? 

Mr. McFaruane. Acéent, which is monosodium glutamate. Please 
don’t ask me how to spell it. 

Mr. Courtney. You don’t use that when you are operating around 
the Pentagon, do you? 

Mr. McFartaner. No. 

We have everybody in there—Fuller Brush, Lehman Bros., and on 
through. I mean, we have a lot that are not defense contractors, 

Mr. Courtrnry. Now, let us stick strictly to your defense con- 
tracting work. Are there any small business concerns? 

Mr. McFaruane. Yes, I would say between 20 and 25 percent. 

Mr. Courtney. Is anyone free to join—not free to join; but may 
anyone join? 

Mr. McFartane. No. Foreign companies or any American com- 


acceptable. 


Mr. Courtney. Well, then, if the dues are paid, or the company is | 





willing to pay its dues, big or small 

Mr. McFaranr. Yes, “they are eligible. 

Mr. Courrney. That has not been barred for any reason by the 
Department of Defense in performance on Government contracts, it 
may become a member? 

Mr. McFaruane. Yes. 

Mr. Courtney. And providing, of course, it has no foreign connec- 
tions? 

Mr. McFaruane. Foreign firms are barred. 

Mr. Courtney. Now, with respect to the amount of income, Mr. 
McFarlane, your total 1 income appears to be $184,287; is that correct! 

Mr. McFartane. In dues, yes, for 1958. 

Mr. Courtney. In dues. And then you have some additional 
income of some $54,000, I believe, are h is called special activities! 

Mr. McF artane. "Yes, in that yea 

Mr. Courtney. Now, will you tell the committee what that is? 

Mr. McFar.anr. Our special activities are when we take people 
to the various military installations or our annual meeting in New 
York, and also the Forrestal Award banquet in W ashington. 

It is whatever we ae left over from any of these events, over 
the period of the yea 

Mr. Courtney. W: ell, do you charge admission or fees or do you 
accept remuneration for performing “these services and then credit 
the balance left over to this fund ? 

Mr. McFartane. Yes, that is correct. 
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Mr. Courtney. In other words, let’s take an award dinner where 


the tickets would be $10, and any overplus goes into this fund? 


Mr. McFartane. That is correct. We have to provide, so that if 
an thing happens—we have to give them a promise, you see. 

{r. Courtney. And the overplus of all of these activities is this 
sum of $54,365 ? 

Mr. McFaruane. That is correct. 

Mr. Courtney. And 73 cents? 

Mr. McFaruane. That is correct. 

Mr. Courtney. Which is in addition to your income from dues? 

Mr. McFaruane. Correct. 

Mr. Courtney. Now, do you or do any members of your associ- 
ation discuss organization matters or individual business matters with 
members of the Department of Defense or the armed services? 

Mr. McFaruane. I have never seen any official matters; no. 

Mr. Courtney. Now, you are the active director here in Washing- 
ton; isn’t that it? 

Mr. McFartane. Yes. 

Mr. Courtney. Is it your business to become acquainted with the 
plans and programs of the Department of Defense / 

Mr. McF ariane. No. 

Mr. Courrney. Well, what interest do you have in the activities 
of the Department of Defense to disseminate to your members? 

Mr. McFar.ane. Well, we await any request from the Department 


of Defense to help them solve any of the problems between industry 
and the Department of Defense. We act as a liaison. 


Mr. Courtney. Well, such as? 

Mr. McFartaner. Well, on the ASPR regulations 

Mr. Borie. We have some 11 advisory committees, Mr. Chairman, 
broken down into some 8-odd subcommittees. They handle a wide 
gamut of information, back and forth, to the Department of Defense. 

It includes the procurement activities. It includes such things as the 
maintenance advisory committee. It includes an antisubmarine war- 
farecommittee. I could name them all. But they are in that general 
category. 

Mr. Courrney. They are all in that general category ? 

Mr. Borie. Yes, sir. 

Mr. Courrnrey. Now, then, how are the contacts made between 
you and the Department of Defense with respect to these committees, 
between your organization ? 

Mr. Borie. Well, oftentimes the first contact is made by a letter 
from the Department of Defense, or one of the departments. Often- 
times, in conversation with a person in the Department of Defense, 
aproblem will come up which we can help in. 

In the case of the procurement advisory committee, we were asked 





‘to establish the procurement advisory committee to work with the 


Navy Department, because this was originally the Navy Industrial 
Association. 

After the Department of Defense was formed, it was just natural to 
ee that work across the board. Also contacts are made by tele- 
phone 


Mr. Courtney. Would you say it was natural or profitable? 
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Mr. Borie. Well, they are profitable, but it is natural. We might 
make an individual contact with the Department of Defense statin 
that industry has a problem and we would like to present it. They 
are usually cooperative and we present a problem, through our commit- 
tees. 

Mr. Courrnry. Now, the problems of which you speak—for exam- 
ple, let us take a company that is engaged in, well, some antisubmarine 
warfare gadgetry. How would your association fit into the solution 
of its problems? 

Mr. Borie. In the first place, the antisubmarine warfare committee 
was set up at the specific request of the Chief of Navel Operations, 
We brought a group of business people together and had a thorough 
briefing—in a classified conference—as to what the Navy considered its 
problems were. The committee left and formed itself into an anti- 
submarine warfare committee and decided on a group of subcommittees 
depending upon the nature of the many problems. They were 
classified. 

Now, these committees have all been briefed by the Department of 
Defense, in the specific areas of the committee’s interest. 

Then they broke themselves up into technical groups, and they are 
now in the business of reporting back to the Department of Defense, 
or to the Navy Department in this case, what their recommendations 
would be. 

Mr. Hess. Did I understand you to say that request came originally 
from the Navy Department / 

Mr. McFaruane. Yes. 

Mr. Boye. That is true, sir. 

Mr. Hésert. From Admiral Burke? 

Mr. Hess. From Admiral Burke? 

Mr. Bortz. Admiral Burke’s assistant at. that time. 

Mr. McFartane. Admiral Weakley at the time. 

Mr. Boyte. No. 

Mr. McFartane. Wasn’t it Weakley ? 

Mr. Hésert. That was the time when this special problem was put 
in charge of Admiral Yeager, wasn’t it? 

Mr. McFaruane. Yes. 

Mr. Boytz. That was before that. 

Mr. McFariane. This was before that. Admiral Yeager relieved 
Admiral Weakley. 

Mr. Bortz. Admiral Briscoe. 

Mr. Hésert. Then this committee was formed at the request of the 
Office of the Chief of Naval Operations? 

Mr. McFaruane. Yes. 

Mr. Héperr. To discuss the problems of antisubmarine warfare! 

Mr. McFartane. Yes. 

Mr. Hézert. Now, in what area or what field would industry con- 
tribute to solving the problem of antisubmarine warfare? Of course, 
I recognize you are in possession of classified information and don’t go 
beyond that. 

Mr. Boye. We aren’t going to get beyond that. 

We have now some seven, I think, task committees under that com- 
mittee. They are: The aircraft task committee, which goes into the 
problem of airplanes in the detection business. There is communica 
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tions and control, which goes into the general area of communicatin 

‘from air to surface to under the water. We have a detection an 
classification committee, which has to do with the effort to detect sub- 
marines under the water, from a great distarice. 

Mr. Héserr. What wasthat? I didn’t understand you. 

Mr. Courtney. Could you repeat that? 

Mr. Bortz. I said we have detection and classification, which is a 
committee set up to try to find ways and means and methods of de- 
tecting a submarine and to classify it as a submarine rather than a 
whale, or some such thing. 

Mr. Héserr. This is a committee of your group—— 

Mr. Bortz. Yes. 

Mr. Hésertr. A subcommittee on antisubmarine warfare? 

Mr. Bortz. That is right, sir. 

Mr. Hézert. Well, on its face presentation, it is indicated that these 
are military problems. What would industry have to do with it? 

Mr. Boyte. Industry and the military are together on this, Mr. 
Chairman. 

Mr. McF artane. They work together on ship construction and how 
toimprove the methods of detection of submarines at increased speeds 
and at greater distances. 

Due to the high speed of the new nuclear submarines, the problem of 
detecting a submarine at greater distance, especially when they make 
such high speeds, has become increasingly difficult. 

Mr. Hésert. We recognize that. But isn’t that a military problem 
to be solved ¢ 

Mr. McFaruane. Not entirely. 

Mr. Hépert. Well, what contribution does industry, your organiza- 
tion, make to solving this problem ? 

Mr. Boytx. Industry scientists are given this problem and they, 
‘without any compensation to the companies, are working on these 
problems. 

Mr. Hésert. In other words, then, this committee, or committees, 
contact individual industries who lend them their scientists in these 
particular fields ? 

Mr. Bortz. That is right. 

Mr. McFaruiane. That is correct. 

Mr. Hésert. To work with the Navy Department, in coming up 
with an answer to the problem ? 

Mr. McFaruane. Correct. 

Mr. Borie. The recommendation. 

Mr. Hésert. The recommendation on the problem. That is what 
I wanted to bring out. 

Mr. Borie. Yes. 

Mr. Héserr. Mind you, when I ask you these questions I am not 
saying anybody is doing anything wrong. So don’t be on the defen- 
sive, 

Mr. McFaruanr. To give you a better example of that, Mr. Hébert, 
they were having difficulty due to the air-to-air rocket. How long 
igo was that ? 

Mr. Newson. About 1954. 
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Mr. McFaruane. About 1954. They asked us to call in our indus. 


trialists to help them, because they were unable to find out the diff. joo 
culty. Thee 3s 
Mr. Hésert. By “they were unable,” you mean they were unable to | . _ 
find out the technical difficulties ? ate 
Mr. McFartane. Technical difficulties; correct. ra 
Mr. Hésert. They knew the military difficulties ? — 
Mr. McFartane. Correct. ww 4 - 


Mr. Héperr. And they called you in to ask your assistance, of Mr. 
industry ? Ther 
Mr. McFaruane. Yes. ohien 
Mr. Héserr. To determine what was wrong with the existing trucks. 
weapons, in effect? _ Mr. 
Mr. McFarranr. Correct. One of our scientists devoted his com- yy, 
plete time to this and finally located the trouble. After they told ts, 
him what the problem was, he solved this problem of the air-to-air Pe obler 
rocket. It was called the Mighty Mouse, I think the name was? f It 
Mr. Heésert. The Mighty Mouse / pas ype 
Mr. McFariane. The Mighty Mouse; yes, sir. Mr 
Mr. Hénert. Now this scientist who solved this difficulty with the yy, | 
Mighty Mouse, did he represent—is he with the firm producing the yy, 3 
Mighty Mouse? Mr. ] 
Mr. Newson. May I speak to that ? Mr} 
Mr. McFartane. Yes. serving 
Mr. Newson. It so happens, Mr. Hébert, that the man who under- fynctio 
took this project was Mr. Earl Canfield who at that time was the” The 
president of the Sight Light Corp., in Deep River, Conn., which : 
manufactured table lamps. But he was interested in matters con- 5f 0] 
cerning the Navy. He had long been interested in the Navy, and has oF om. 
long been active with NSIA. He had no Government contracts, to 4. ¢ 
my knowledge. He took 6 months of his own time, went to sea with tarted 
the fleet, on carriers, worked with the Bureau of Ordnance and with jj, equ 
Navy scientists at Inyokern, and so on, and with the other members of parts W 
the Ordance Advisory Committee of NSIA, and eventually deter- " }; j, 
mined what the technical difficulty was. He went to the Navy Depart- jome o 
ment and said: “This is the answer.” Then at his own expense, flew ¢9 make 
out to Kansas City and got some parts which would correct the dif- Tho « 
ficulty, went on to Inyokern, showed the people that the problem could kept ru 
be solved, and the problem was solved. in Kore 
Mr. Hézerr. He showed the contractors As a 
Mr. Newson. The people in the Navy result, 0 
Mr. Héperr. The group concerned in the Navy Department? jp Kuro 
Mr. Newson. Yes. Europe 
Mr. Héperr. You see, the reason for these questions—and I want problem 
to emphasize it again and again. While the witnesses in general nance 9 
don’t intend, I am sure, to be defensive, there is an attitude, which progran 
is universal with all witnesses, and that is that the committee is ad-; yf. 7 
versary. The committee is not adversary. We are trying to find out operati " 
these facts. Now what you explain here is a very enlightening inc-) yy, 
dent, of what your organization contributes to the coordination yf, 4 
between the Defense Department, in this particular case the Navy, yy 7 
and industry. And that was the underlying reason why Mr. Fot-j. 9 o, 


problen 








$a coor 


Mr. N 
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US: yestal, whom we all admit was one of the great Americans of our 
fi time, encouraged this sort of cooperation. 
Now certainly nobody has any objection to that. However, it is 
important that this objective be laid out on the table and how it 
works be laid out on the table, in order that a cloud can be removed 
from any particular organization or individual. Now that is our 
urpose. And it is in that vein I would like these answers. Do you 
faa any other incident ? 
of “Mr. McFartane. Yes, sir; Mr. Hébert. 
There was another incident that happened during the Korean war, 
. when they had a lot of the equipment on the line there—it was 
Mg trucks, tanks, and so forth. 
Mr. Newson. Yes, sir. 
om- Mr. McFaruane. Which were inoperative due to the lack of spare 
Old parts. They flew out a group of our industrialists, who studied the 
“ar problem all the way back from Korea to Columbus, as I understand 
it It was before my time. And they found what the trouble was 
and corrected it. 
Mr. Héserr. You mean before your time with this association? 
the Mr. McFaruane. Yes. 
the Mr. Newson. May I speak to that point ¢ 

Mr. McFaruane. Yes. 

Mr. Newson. The problem was this; the Army Corps of Engineers, 
serving in Korea, had “down time”—that is, equipment was not 

der- functioning because it lacked proper spares. 

the The Army came to us and asked us to undertake a solution to this 

hich problem. We got together a committee composed of representatives 

con: of people who manufacture that type of equipment, specialists in 

has maintenance and spares. 

5,0 As Captain McFarlane indicated, they were flown to Korea. They 

with started on the beaches and worked their way to the front, examining 

with the equipment, in trying to determine where the high mortality 

rs of parts were breaking down. 

ter- Tt is my understanding that cables were sent from Korea to the 

art- home offices saying: “We need X numbers of this particular part 

flew to make this equipment go.” 

dif- The shipments were made by air to Korea, and the equipment was 

oul kept running, which was a very important contribution to our efforts 
in Korea. 

As a matter of fact, as an aside, the Army was so pleased with the 
result of this team effort that it asked the group to do a similar study 
in Europe, although the combat troops were not involved actively in 
Europe at the time, to try to determine how to overcome maintenance 

wait problems before they occurred. And, as a matter of fact, our mainte- 

Mera! nance advisory committee today is working on the same kind of a 

MC) program, 

5 Mt Mr. Hézerr. Now, again, in these areas, this information and co- 

| Ott operation is supplied without cost to the Government? 

ma-) Mr. Newson. Without cost to the Government; that is correct. 

ation “Mr. McFarianr. Without cost to the Government. 

avy, Mr. Héperr. It is supplied on a voluntary and cooperative basis. It 
isa coordinated effort between industry and the Defense Department ? 

Mr. Newson. Yes, sir. 


si 











384 RETIRED PERSONNEL IN DEFENSE INDUSTRY | 


Mr. McFaruane. Yes, sir. Mi 
Mr. Hésert. And no contracts are involved ? ‘fore! 
Mr. Newson. No. oe 


Mr. McFartane. None; no, sir. 
Mr. Hésert. And your organization has nothing to do with ad. Mr 


vancing certain types of weapons? them 
Mr. McFartane. No, we do not. Mi 
Mr. Hé&sert. Though you started originally as a Navy institution, 


you accepted unification, then, is that it? 

Mr. McFaruane. Well, that was at the direction of Mr. Forrestal, me 
When he became Secretary of Defense he said : “Now let’s broaden this 
to all services.” That is when they changed the name from the Navy 
Industrial Association. 

Mr. Hézerr. That is what I say. You accepted the principle of Mr 
unification and at least are trying to demonstrate it. a 

Mr. McFaruane. Yes, sir. 

Mr. Hésert. That is commendable in the Navy. Now the people Mr 
that you have on your payroll—how many retired people do you have} _ ~ F 


Mr. McFaruane. Five. ~— 
Mr. Heésert. Five? pa 
Mr. McFaruane. Five out of twelve. ar 
Mr. Héserr. Twelve? Mr 


Mr. McFaruane. Yes. biden 
Mr. Hé&sert. They are named, I presume, in the questionnaire! te 


Mr. Courtney. Yes. M 

Mr. H&serr. You, yourself, Captain, are retired ? Mr 
Mr. McFaruane. Yes, sir; that is correct. he € 
Mr Héserr. All right, continue, Mr. Courtney. a 
Mr. Courtney. I think that is all, Mr. Chairman. Defen 


The rest of the information, the detailed names and the distribution 
of retired and other personnel, is all indicated in the answers to tht’ } the 
questionnaire, which is a part of the record. thin 

The expenditures are fully accounted for, also on exhibit A. Defen 

Then to summarize, Mr. McFarlane, the work of the association i: Saab 
to act as liaison in assembling sources from which technical problems Mr 
occurring within the services, which affect their military prob yy, 


lems—— 
Mr. McFartane. Correct. coy 
Mr. Courtney. Can be discussed and possibly solved by the us Mr. 

of industry sources ? ri at 
Mr. McFartane. That is correct. PU 
Mr. Courtney. And beyond that your association does not go! Mr_ 
Mr. McFaruane. That is right. eee 
Mr. Covurrney. You have nothing to do with any particula Mr 

weapon ? . 
Mr. McFartane. No. ag 
Mr. Courtney. Or any particular system of weapons? Mr 
Mr. McFartane. That is correct. | ag 


Mr. Courtney. That is all I have, Mr. Chairman. Mr 

7 _ . > . 

Mr. Héperr. Mr. McFarlane, how are your dues assessed agails 44, 
members? Can anybody become a member, any industry ? Mr. 
Mr. McFartane. Yes. organi: 
Mr. Hésert. What are the dues? : 


| 
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Mr. McFarxane. Except as I mentioned a moment ago, except any 
| foreign company, or any company that has a bad reputation with the 
Department of Defense so far as contracts are concerned. 

Mr. Hésert. Well, you do examine that before you allow them? 

Mr. McFartane. We have a membership committee that screens 
them very carefully, yes. 

Mr. Hesert. What is your membership dues? 

Mr. McF ariane. $350 a year. 

Mr. Hésert. For everybody ? 

Mr. McFaruanpe. Yes, sir. 

Mr. Heserr. It is a straight $350 a year membership ? 

Mr. McFaruane. That is correct. 

Mr. Hepert. It is not assessed against contracts? 

Mr. McFaruane. No. 

Mr. Heperr. In connection with this assistance, do you all meet 
regularly with the Defense Department ? 

Mr. McFartane. No. There are no regularly scheduled meetings. 

Mr. Héserr. But it is your position, I assume, then, as the general 
manager, or the executive director to keep constant contact with the 
Department, so that you can inform your membership when the 
necessity occurs, to hold a meeting and discuss the problems? 

Mr. McFaruane. That is correct. 

Mr. Heérerr. And that is the modus operandi, in effect, of your 
organization ? 

Mr. McFar.ane. Yes, sir. 

Mr. Héserr. Mr. Hess? 

Mr. Hess. Mr. Chairman, I have no questions. All I have to say, 
from what I can understand here, I think this organization should be 
commended for the assistance they are giving to the Department of 
Defense. And I hope they continue to do it. 

As I understand, Mr. McFarlane, the only hope of any gain at all 
by the members of your organization is that you might perfect some- 
thing for the Defense Department or for one of the branches of the 
Defense Department, and perhaps one of your members may get a con- 
tract. That is your only hope, isn’t it? 

Mr. McFartane. Yes. 

Mr. Hess. Because, as I say, you are not paid anything by the De- 
fense Department for any of the work that you perform for them. 

Mr. McFaruane. That is the hope, but not necessarily the incentive. 

Mr. Heéperr. I want to clarify that. Is the hope the contract in the 
pot at the end of the rainbow ? 

Mr. McFaruanr. No; I wouldn’t say that. 

Mr. Hépert. You answered that and I wanted to clear it up. Mr. 
Hess asked if your hope was a contract—— 

Mr. McFaruane. We are doing that purely to further the interests 
of national defense. 

Mr. Hess. I said “only.” 

Mr. Hézert. I want to get that very, very clear. 

Mr. Fisher? 

Mr. Fisuer. No. 

Mr. Héserr. Mr. Gavin? 

Mr. Gavin. No, I just presume the organization is a cooperative 
organization and creating good will and indicates their great in- 
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terest in the problems of our defense, and you and the members of your 
association stand ready to cooperate with the Government whenever 
the opportunity presents itself; is that correct ? 

Mr. McFartane. That is correct. 

Mr. Hésert. Of course, there is a differentiation in these organiza. 
tions which we want to clear up and get out on the top of the table, 

Mr. McFaruane. Yes. 

Mr. Hésert. And find out exactly what they do, where they get their 
money from, and what they use their money for. 

Mr. McFaruane. Yes, sir. 

Mr. Heépert. You have been very helpful this morning. And I want 
to associate myself with Mr. Hess and other members of the committee, 
in complimenting your organization. Of course, we on this commit- 
tee are very fond of Jim Forrestal, and we could always take a second 
look at anything that he suggested. So we are partisan a little bit jp 
that area. I think this is another example of the contribution that 
he did make during his lifetime, for bringing these different groups 
together in the interest of national defense, without thought of 
compensation. 

Thank you very much, Mr. McFarlane. 

Mr. McFartanr. We appreciate your compliment, Mr. Chairman, 

(The questionnaire of the National Security Industrial Association 
is as follows:) 

(QUESTIONNAIRE FOR ORGANIZATION 


1. Does your organization now or has it within 2 years, concerned itself, 


directly or indirectly, or for any purpose, with any activity of or for the Depart- ; 


ment of Defense, its military or civilian personnel (active, retired or reserve) 
or with the purchasing by or contracts of the Department of Defense? Yes, 

If your answer to this question is “Yes,”’answer the following questions, If 
your answer is “No,” return the questionnaire after signature on last page. 

2. When and where was the organization formed, give its stated purposes 
as set out in charter, articles of incorporation, bylaws, or any other document. 
(See statement attached. ) 

3. A. Is this a profitmaking organization? No. 

B. If it is a nonprofit organization, state where established, nature of 
organization, and whether U.S. Treasury Department has granted tax exempt 
status. (See statement attached.) 

4. If legal business address is other than the address on this questionnaire, 
give correct address. Same. 

5. Does this organization have paid officers, employees, consultants, or advi- 
sors? Yes. 

If the answer to this question is “Yes,” give name and title of each (omit 
clerical personnel). (See statement attached.) 

6. What are the sources of income of this organization? Dues and other 
sources mentioned in “C” below. 

A. If dues or assessments are collected, how are they determined and assessed, 
state amounts. (See statement attached. ) 

B. If there are different classes of membership, state dues or assessments for 
each. (See statement attached.) 

C. Name the source or sources of any income other than dues or assessments, 
and state amount thereof received annually. (See statement attached.) 

7. Name the persons in your organization accountable and responsible for the 
following: 

A. Solicitation of funds: There is no solicitation of funds. 

B. Dues: Executive director. 

C. Other income: Executive director. 

8. Where are the books of account, minutes and correspondence of your 
organization kept, and in whose custody are they lodged? At headquarters, 
Washington, D.C., in custody of executive director. 

9. State whether this organization prepares any statements or financial 
account of organization activities. Yes. 
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If the answer to the question is “Yes,” furnish the latest of such statements. 
(Statement of revenues, expense and capital as of June 30, 1959, attached.) 

10. For the year next preceding receipt of this questionnaire, specify separately 
the amount expended for— 


A. Salaries: 





Re CI Oa ee renienedianle depen nese bene w $123, 940. 73 

a N25 at os odd ccna cent nate ne odbendsinaadn kate eriiianaieaiaian 53, 165. 97 

3. Consultants (general counsel) _.._._-_--------------------- *5, 000. 00 

OR OEY RS aed one Oe en eT ee De oot Ee None 

ep Advertising (of any kind) ..1.....2.-.00--30neeneini enone = None 
¢. Assembling, preparation or dissemination of any data. (See 

breakdown on statement attached) _--_--_-_-_-------------- 10, 275. 76 

PD. Honorariums (state to whom paid)-—~-----------~-----_------ None 

—. Grants (state to whom given) --------_--_--___------__------ None 

ee EE SS ere) aera ee ee 1, 134. 74 


1Plus $235.71 reimbursement of out of pocket. 


11. State whether the organization assists or furnishes material or any data 
for the use of anyone outside of the organization, for any purpose. Yes. 

If the answer is “yes,” explain: (See statement attached.) 

12. Who, in the organization, is responsible or accountable for expenditures, 
other than wages and salaries, for— 

A. Advertising of any kind in any media? No advertising. 

B. Entertainment? Executive director. 

13. Name persons employed or performing any work or service who has 
received compensation or remuneration from your organization in the preceding 
2 years who is either a retired officer of the U.S. Military Establishment or was, 
in the past 5 years, a Federal civilian official or employee above the grade of 
GS-12, giving retired status or former office in each case. (See statement at- 
tached. ) 

14. Does the organization issue any publication? Yes, copy of NSIA news- 
letter for July 1959 attached. 

If the answer is “yes,” furnish the latest issue. 

15. Is any person employed or affiliated with your organization registered 
under the Lobbying Act? No. 

I certify that the foregoing answers are true and complete. 

(Signed) R. N. MCFARLANE, 
Assistant Treasurer and Executive Director. 
Dated: July 9, 1959. 


ATTACHMENT TO QUESTIONNAIRE (FILE No. 124) 
NATIONAL SECURITY INDUSTRIAL ASSOCIATION 


Washington, D.C., July 9, 1959. 

2. Formed in June 1944, at the suggestion of the late Honorable James Forres- 
tal, under the name of Navy Industrial Association, in New York City; incorpo- 
rated under the laws of the District of Columbia, June 28, 1944; headquarters in 
New York City until moved to Washington, D.C., in June 1954; name changed to 
National Security Industrial Association in June 1949. 

The purposes of the association, as set out in paragraph third of the certifi- 
cate of incorporation and in article II of the bylaws are as follows: 

The particular business and objects of said corporation shall be a nonprofit, 
educational, charitable and scientific association to establish a close working 
relationship between industrial concerns and those establishments of the 
executive branch of the Government of the United States of America whose 
functions relate in whole or in part to national security, to the end that the 
national security is protected and advanced, including but not limited to any 
one or more of the following: the Department of Defense, the Atomic Energy 
| Commission, the Office of Defense Mobilization, and any other Government 
department, commission, council, independent establishment, agency, corpora- 
tion, board, bureau, division, service, office, authority or administration whose 
functions relate in whole or in part to national security, whether the same be 
| presently existing or hereafter created. 

To provide mutual understanding between industrial concerns and any one 
® more of such Government establishments, of problems of each to the end 
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that such problems can be met through cooperative methods between such 
establishments and industry. 


To provide and give directions to scientific research in all fields which | 


affect the maintenance and growth of any one or more of such Government 
establishments. 

To assist any one or more of such Government establishments with technica} 
information relating to industrial experience and practice. 

8B. Incorporated as a nonprofit, educational, charitable and scientific 
association, under the provisions of the District of Columbia Code of Laws 


Exempted from Federal income tax under section 501(c) (4) of the 1954 Interna] | 


Revenue Code as a “civic league or organization not organized for profit but 
operated exclusively for the promotion of social welfare.” (A ruling dated 
May 28, 1946, granted this exemption to the Navy Industrial Association under 
{then] section 101(8) of the 1989 code. This ruling was subsequently held to 
be unaffected by the change of name to National Security Industrial Associa. 
tion.) 

5. There are no paid officers or advisers. The only paid consultant is the 
general counsel, William B. Stitt, Esq. 

The employees, other than clerical personnel, are as follows: 


J. A. Cranston, director, special activities: 
R. W. Berry, Pacific coast regional director. 
J.D. Boyle, director of committees. 

J.W. Cutler, administrative assistant. 

W. A. Fox, committees executive. 

J.O. Gunn, Jr., office manager. 

R. N. McFarlane, executive director. 

H. P. Newson, deputy director. 

W. W. Outerbridge, assistant director of committees. 
J. 8. Rogers, director, public information. 
W. F. Romig, committees executive. 

J. B. True, committees executive. 

R. L. Walsh, committees executive. 

6 A and B. Dues of all regular corporate members are $350 per annum or 
$1,500 for 5 years: Fixed in bylaws. Initiation fee of $150 is required for new 
corporate members: Imposed by executive committee pursuant to authority 
contained in bylaws. Dues of $250 per annum for sustaining members, as 
provided in bylaws: These are voluntary payments by regular corporate 
members to aid in the funding of the association. Dues of $150 (single payment) 


for life members (individuals): Fixed in bylaws. Dues of $5 per year for | 


associate (individual) members: Fixed in bylaws. 
Notre.—No associate members have ever been elected. Honorary and founder 
members: No dues. 





6C. Dues: 
NEE SE Se ee oe eer eee $164, 650. 0 
Nee a acces oreo cniaeentnneennemrinianine 19, 300. 00 

I Nk elt oe 183, 950. 0 

a BE a SRE SP a nae es Pee ED SGT Oey SEs SER ON EENS PATE mOyE 3, 150. 00 
ET PR a STR SET DAS | Pe ees Bee eels Cm COP Prem 1, 000. 0 
Income from printed matter (this is not net income but is a partial 

ne CII WIEN 5 ee Sn tie en ila 350. 98 
RUE I eho he Bi Ss Sha ie bree eninesdbcbes 2.12 
Income from special activities (gross income less expense) ~-.----- 68, 944. 01 

10C. Breakdown of item 10C: 
SE RR RO Ce SE a eg Ce EERE ay ESTO AM PLR OE eRe S 8, 870. 00° 
OEE GG BIRO OE oi etter eectinti ti dlincties 4, 413. % 
Printed matter expense (internal) _--_--__-------------------~--- 193. 50 
ES SSE STE SEALE EEUIER Cpaptesd BEUe Samet e eee sw 17 av aeRO meee Tee ERS 335. 4 
Print shop repairs, service and rentals_____-_-._-------~-------~-- 651. 48 
Print shop miscellaneous expense____--_------------------------- 34. 49 
I a oi re lcbabetsemibincialobodoeiictilahdia 469. 82 
Outside mailing service phate 1307. 20 








Total 10, 275. 78 





2 Included in “Miscellaneous office expense” on attached “Statement of Revenue, Expen® 
and Capital as at June 30, 1959.” 
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such 11. The association makes available the reports prepared for its membership, 
and the reports of its industry-defense conferences and symposia, to persons 
vhich nd groups other than the members upon request. Reports are also prepared 
ment for the Department of Defense, for the Departments of the Army, Navy, and 
Air Force, and for their bureaus, on the fiindings of the association’s advisory 
Mical oy task committees, in response to requests from these departments or bureaus. 
13. R.W. Berry, rear admiral, U.S. Navy (retired) ; J. D. Boyle, rear admiral, 
Ntific U.S. Navy (retired); J. A. Cranston, brigadier general, U.S. Army (retired; 
4aW8S, RN. McFarlane, captain, U.S. Navy (retired); H. D. Nuber, rear admiral, 
ermal .§. Navy (retired), not connected with the association since January 31, 1958; 
t but w. W. Outerbridge, rear admiral, U.S. Navy (retired); W. F. Romig, office 
a of Secretary of Defense (Supply and Logistics). 
ander 
‘ld hy NATIONAL SECURITY INDUSTRIAL ASSOCIATION 
$0cia- 
Statement of revenue, expense and capital as at June 30, 1959 
a 
Fiscal Budget Previous 
June year to to date fiscal year 
date to date 
Revenue: 
Dues: 
Regular membership.-.-...........-..-....-.-- $1, 050. 00 |$164, 650. 00 $154, 381 | $184, 287. 50 
* Bostaining membereliin. .... 2222 i. cncccehl elk insdscnleews 19, 300. 00 ‘+ LU Bares alee 
ES eee a eee a ee. | 3, 150. 00 4, 950 4, 650. 00 
Interest on investments-_----.---- wweildaig dake tane wich 500. 00 1, 000. 00 1, 000 1, 000. 00 
Income from printed matter.................----.-. 19. 18 S@. GBT - OBB R..u24d.---. 
Miscellaneous income. ..... spa Linihn peasants dabeiin .99 Ea a ar 
oe « 
OO de a dls hein es tiinines i thas ics dates ivap inna aan 1, 570.17 | 188, 453. 05 177, 390 189, 937. 50 
° Peers —————E ——== — 
Special activities: 
Current year: 
ie tec ae ease mh wee eee 11, 170. 25 | 166, 489. 93 158, 000 54, 365. 73 
POD. 5 0004695 cantsamantrpebecumshene 7, 117, 28)| (99, 702. 74) (88, 000) }. ....4<i...- 
Past years: 
1m of See eee en AEN OSes oes 2,000 00 |.......toatdabsoen Ad 
r new OO ee ee : GUN BE innencccenaneipososnentecds 
10rity pong — 
rs, as Totals .cqwescnns<qdemncysandepevebcabams 4, 052. 97 68, 944. 01 70, 000 54, 365. 73 
’ ~ —-|--—-— = +] 2 | —— 
orate Doral MWVENNG 65. b nisi ss hse esc cs 5, 623. 14 | 257, 397.06 247,390 | 244, 303. 23 
nent) : - ———S—SS.}.-_—&_ SS .§«§»_ SSE ESS 
xpense: 
PRE ERC eeeet Seer seen, 14,920.51 | 177,106.70 | 171,660 | 154, 047. 62 
IEE cts co connh aa apices aciawemnaatae 474. 85 763. 86 5, 494 4, 249. 91 
under Personal property taxes. ...........-.-...-- cninoets exibanaenees 500. 32 288 251. 81 
Sen eal eee eee eee rere 1,252.08 | 15,031.12 15, 780 15, 095. 94 
Teeouone Gnd Gelegranh. ...........<accencoccucnccs 859. 25 4, 411. 46 4, 800 4, 818. 21 
SSE EE ee ae Fae 1, 246. 44 6, 515. 34 6, 800 5, 177. 57 
50. 00 ES eee ee ee: 746. 58 5, 032. 88 4, 000 8, 206. 95 
pee RIN OS COUOTIND i icc cok nwicccsescnscceusscsghnbll PRET E Tee, EP eee ,e oe 
00. 00 Travel... s.--...-.--- POSSE ATLAS IEE TELE tan 660.75 | 4,992.13 6, 000 6, 222. 04 
divciaaind Insurance ___...- pssdetddwtbbacachitass Lhbbentt dake ~edbtadédate 555. 11 585 1, 020. 85 
50. 00 Repairs and services on office equipment__.......-- 56. 50 416. 38 | as 
‘ Magazines and periodicals.......................... (170. 75) 257. 04 ye RA eT 
50. 00 Miscellaneous office expense............-.---_____-- 400. 79 1, 503. 00 300 1, 302. 09 
100. 00 Entertainment............. <ociiveneMreiiiad chacts 112. 50 1, 134. 74 2, 500 1, 123. 53 
UENO TORMENONNS bhd- (cau sdcaddoccaderctberwbbdcded 10. 00 114. 68 480 564. 02 
Equipment purchases... x SE SS 334. 06 1, 038. 38 3, 200 3, 417. 46 
350. 98 Legal fees and expense - : Safe 5, 235. 71 5, 000 3. 758. 79 
212 Auditing fees... _____- 4 i dad dhe ed 1, 000. 00 1, 000 1, 000. 00 
44. OL Office renovation... aS ons a 3, 000 a teers 
“ SIE , cx'dd a, eddchae <ssivea dab bsddandebaddded 322. 22 3, 870. 00 Cy Tee 
en WOOO ON GHOUIOE a oi on cncdd ctanicnccwdecdtncucauccedes 4. 413. 93 5, 900 5, 086. 27 
Printed matter expense (internmal)_.......-..._.____]__.--- 193. 50 800 sed 
370,00 Printing supplies. _- : siete etic loaciteas 24. 74 335, 64 300 8, 947. 98 
(U, Printshop repairs, service and rentals_ _._. 42. 46 651. 48 Te dnc tncaumeccw 
113. 98 Printshop miscellaneous expense ._. 10. 79 $4. 49 AO eee 
193. 50 printing, OG A s inubpectensarbbidagehthchwsss 316. 71 469, 52 350 mr 
335, 64 hE nS A GRE SRE EE SIDE NINS 5 et iP BMS 3X 8 Sie 248. i * . sd : 710. 32 
B51. 48 I I koe et ope oc aeenncaiencaaael 21, 620.48 | 238, 577. 41 245, 467 | 224,001.36 
— Excess of revenue over expense..............-..-. (15, 997. 34) ~ 18, 819.65. 1, 923 20, 301. 87 
2 
275. 16 
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Assets: 
I lS Be let cow etlebabl tnd $29, 533 
sprue 20 See ON oe eno dose 40, 000. 
GN Std ook lbw toe LS eeu 260. 
NGS SL Se ek LL 612, 
Special activity expenses paid in advance___--___-___---_---- 69. 
5. 








Liabilities and capital : 
ees ements oe weal. 2, 
Membership dues paid in advance__________---__-------_---- 6, 
I a ghee weenie nis eodenias 3 
urea MINN EIN eS Se lle dintnccwe cone 
Nene ene smears 4, 
ec: Beavers Perm in Sdvance....—.. cine neuen 2 
Excess incurred over expense: 
ye Ge a are $30, 577.16 
ee TN cece en 18, 819. 65 





49, 396. 81 
Or ee ee eee ak beara am ai gem a ma eateerrealome 70, 475. 98 

Mr. Courtney. The Air Force Association. 

You have somebody else with you, don’t you ? 

Mr. Scuenx. That is correct. 

Mr. Courtney. Now, you gentlemen—you are going to sit at the 
table, Mr. Straubel. Will you gentlemen please identify yourselves 
for the record ¢ 

Mr. Scuenk. I am Peter J. Schenk, president of the Air Force 
Association. 

Mr. SrravuseL. James H. Straubel, executive director, Air Foree | 
Association. 

Mr. Courtney. The gentlemen are ready to be sworn. 

Mr. Héserr. Will you gentlemen take the oath, please? 

You and each of you do solemnly swear that the testimony you will 
give before this subcommittee in the matters now under considera. ) 
tion will be the truth, the whole truth, and nothing but the truth, s0/ 
help you God ? 

Mr. Scuenx. I do. 

Mr. Srravset. I do. 

Mr. Héserr. Be seated, gentlemen. 

Mr. Courtney. Mr. Schenk, you are the president of the Air 
Force Association ? 

Mr. Scuenk. Yes, sir. 

Mr. Courrney. And have been I think for the last year ? 

Mr. Scuenx. About a year and a half, sir. 

Mr. Courtney. About a year and a half. 

Mr. Straubel, you are the executive director and the Washington 
representative ¢ 

Mr. Srravsen. Yes, sir. 

Mr. Courtney. Of the association. 

Mr. Chairman, the association has filed its answer to the subcom:| 
mittee’s interrogatories. I would ask that they be made a part of 
the record at this time. | 

Mr. Héserr. They will be made a part of the record. 

Mr. Courtney. The first question, Mr. Schenk or Mr. Straubel—I 
am sorry, have you a statement ? 

Mr. Scuenk. Yes, sir. 
Mr. Hépertr. You have a prepared statement ? 
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Mr. ScuHenK. Yes, sir. 

Mr. Courrney. Well, may the questionnaire be introduced at this 
time, Mr. Chairman, and Mr. Schenk proceed with his prepared 
statement. 

Mr. Héserr. You will proceed with your prepared statement, Mr. 
Schenk, without interruption from the committee, after which you 
will be questioned. 

Mr. Scuenk. Yes, sir. 

Mr. Héperr. Proceed. 


STATEMENT OF PETER J. SCHENK, PRESIDENT OF THE AIR FORCE 
ASSOCIATION 


Mr. Scuenk. Mr. Chairman, I welcome the opportunity to appear 
on behalf of the Air Force Association before the Subcommittee for 
Special Investigations of the House Committee on Armed Services. 

We have followed with great interest the subcommittee’s current 
hearings and appreciate this opportunity to apprise the subcommittee 
of the interests, activities, and structure of the Air Force Association. 

To present our organization in full perspective, we first call your 
attention to several basic considerations. 

For example, in replying to the subcommittee’s questionnaire of 
June 80, we considered our answer to question No. 1 to be essentially 
in the negative. Therefore, we returned the document, leaving the 
remaining questions unanswered. 

However, in a separate letter to the chairman of the subcommittee, 
and on the same date, we replied in detail to the remaining 14 
questions. 

This course of action was in keeping with long established polic 
of the Air Force Association. We are deeply concerned with activi- 
ties of the Department of Defense but the Air Force Association has 
never concerned itself and is not now concerned, directly or indirectly, 
with the purchasing by or contracts of the Department of Defense. 
In other words, we couldn’t be more interested in our country’s se- 
curity position relative to Russia, and we couldn’t be less interested in 
who sells what to whom. 

At times, of course, one must stand up and be counted as to the ad- 
vantages, from a national defense point of view, of one weapon system 
over another. For example: 

Several years ago we argued openly for adoption of the Thor missile 
over the Jupiter missile, without regard to the status of one contractor 
versus another. We believed that the simultaneous development of 
both missiles represented a waste of time, talent, and tax money due to 
the fact that there was no real technical competition between the two 
systems. For one thing, each used exactly the same engine. Yet the 
smultaneous development and production of both missiles were per- 
mitted, thus wasting many millions of tax dollars. 

More recently we took a stand in favor of the Bomarc missile against 
the Nike missile. Our position was based on the national requirement, 
as we saw it, for defense against airborne attack. It was based on our 
firm belief that the point system of air defense is obsolete and that it 
pours more tax dollars down the drain. We recognize that the Bomare 
missile is not perfect, but to us it does represent an advance toward 

far-out area defense and is therefore a worthwhile investment for the 
| ‘expayer. 
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In our position regarding the Thor and the Nike we supported, in 
one case, and opposed, in the other case, two products of the same 
company. I mention this to point out that our policy decisions are 
— by operational needs rather than by what manufacturer may 

involved. 

In both instances we did support weapon systems of the Air Force 
against those of another service. This raises another question, namely; 
Do Air Force Association policy decisions always square with those of 
Air Force? This is a natural question, and here is our answer. 

We proudly bear the Air Force name. We are not, however, the 
“civilian arm of the Air Force.” Nor are we the association of the 
U.S. Air Force. And I am not dealing only in semantics. 

Obviously, our organization has an inbred loyalty for the Air Force, 
Further, and more significantly, we believe that the Air Force repre- 
sents the most modern approach to deterring war and preserving 
freedom. 

This is not a question of the Air Force—right or wrong. It repre- 
sents a firm conviction that the Air Force—in philosophy and in opera- 
tion—is closer to being right than any other solutions we have seen to 
the security dilemma. But we do not believe in everything the Air 
Force does. In fact, we often disagree, and we look for further dis- 
agreements. We are, first of all, for airpower, or aerospace power, in 
all its ramifications. And if there has to be a choice, we always place 
airpower above Air Force—national interest above service interest. 

This is not generally understood. For example, we commented 
recently in our monthly publication, Air Force Magazine and Space 
Digest, on problems of the Congress in evaluating testimony on defense 
appropriations. We referred to the welter of conflicting opinions and 
statistics presented to the Congress. We noted that the technical re- 
sources available to the Congress were but a fraction of those at the 
disposal of the executive department. 

We recommended that the Congress consider establishing its own 
staff of technical specialists—organized, perhaps, into a nonprofit cor- 
poration of the Rand type. 

The reaction has been most encouraging. For example, the Denver 
Post, in a lead editorial, recently called our proposal— 
the best suggestion we have read for solving the maddening problem of how to 
provide the Nation with adequate defense in the face of interservice competition 
and conflicting military advice * * * 

However, the Denver Post commented that the proposal came from 
“an unexpected source” and referred to our “customary alinement with 
the air service’s point of view.” 

This reaction is not unusual. Yet based on the record, this great 
newspaper need not have evidenced surprise. We had said in our 
editorial : 

A great part of the problem lies in the far-from-unified approach to defense. 


Now just 3 years ago—in July of 1956—in this same magazine of 
ours we stated the problem in more specific terms, as follows: 


Without an objective yardstick, each service builds toward what it thinks it 
needs. Unforunately the requirements for all three add up to much more than 
the Nation is either willing or able to pay. So compromises and horse trades 
are made under budget ceilings that assure, among other things, that we may well 
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never have enough of anything. This, then, is the problem and the root of 
everything that smacks of interservice rivalry. 

In that same statement of 1956 we called for concrete action ; namely, 
a single service concept based on mission rather than the color of the 
uniform. We said at the time that, in our opinion, this big step had to 
be taken although many in the Air Force did not agree with it—and as 
you probably know, this was an understatement. Further, we ex- 
pressed the hope that all service organizations would submerge parti- 
san feelings and assist in this movement toward true unification. 
Specifically, and in these words, we said: “We invite the Association 
of the U.S. Army and the Navy League to join arms with Air Force 
Association in support of the progressive development of a single 
military service.” Suflice to say that our invitation has met with no 
response. 

In August of 1956, our delegates in convention established the offi- 
cial position of the Air Force Association in this regard by adopting a 
statement of policy which said, in part: 

The three-service system can no longer be tolerated. The goal must be one 
program for utilizing national resources in the national defense. We must have 
one defense plan. We must have a single military service with one secretariat, 
one chief of staff, one promotion list. 

We must achieve this singleness of purpose, organization, and operation at the 
earliest possible moment. We must achieve this goal without compromising 
essential competition of ideas in defense planning and weapons development, 
while eliminating uncontrolled and wasteful competition for scarce manpower, 
money, and material * * * 

Each of us, civilian and military man alike, must place the realities of national 
defense requirement above narrow service interest. 

These, then, are the basic interests of the Air Force Association. 
Now a word as to our structure and our activities. 

The Air Force Association was chartered as a nonprofit organiza- 
tion in 1946. <A year later, our first statement of policy plotted the 
course which we follow to this day. Namely: 

We know airpower from firsthand experience. We approach the defense 
problem as civilians, as taxpayers interested in a dollar’s worth of defense for 
every dollar expended. We seek no bonus claims, retirement benefits, or job 
preferences. We have no political axes to grind. 

Our leadership consists of the national officers—chairman of the 
board, president, 13 regional vice presidents, secretary and treasurer, 
and 31 directors, all serving voluntarily and without remuneration. 
Our full board of directors, including the national officers mentioned, 
consists of 48 members. Of that number 4 are retired officers of the 
Air Force, 24 are active in the Reserve Forces, 2 are inactive re- 
servists, 18 have no military status of any kind. Of the 48 on our 
board of directors, only 14 are employed by companies holding de- 
fense contracts. 

We are an organization of 55,000 individual members, including 
approximately 30,000 men serving with the Air Force. Voting mem- 
bership is limited to civilians ne 3 have served in the Air Force or 
In a predecessor service. Only these civilian members have the right 
to vote, hold office, and serve on committees. These privileges are not 
available to personnel of the Air Force. 

We are organized by region and State and have, in addition, 141 
affiliated units at the community level. All local, State, and regional 
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officers serve the association voluntarily and without compensation, 

We have 3,700 cadet members, virtually all of them college students 
in the Air Force ROTC program. The cadets are linked together 
by the Arnold Air Society, a professional fraternity sponsored by 
the Air Force Association on 188 college campuses. 

In addition, we have approximately 11,000 nonmember subscribers 
to Air Force magazine. Each member also gets the publication as 
a part of his membership. Magazine publishing is a major part of 
our operation—responsible for 42 percent of our total income and 
expense, and 45 percent of our professional staff. 

A number of our active members serve in the Air Force Reserve 
and the Air National Guard. Our activity in this area is coordinated 
by, respectively, a National Air Reserve Council, and a National Air 
Guard Council, each composed of 13 representatives of their 
organizations. 

A total of 379 companies are affiliated with us in a nonmember. 
ship status as industrial associates. These companies have no voice 
in our organization, and, in turn, share no responsibilities for our 
policy positions. Through our industrial associate program we keep 
affiliated companies better informed on the changing structure of the 
Air Force. For example, we furnish them periodically organization 
charts on Air Force commands, memorandums on changes in key 
personnel, reports on Air Force bases. 

Our industrial associate program is financed on a fee basis at a 
cost. of $250 annually per industrial associate unit. The unit system 


makes it possible for small as well as large firms to participate in the | 


program. Of the 379 companies afiiliated, 361 carry only single units 
in this program. No one company subscribes to units totaling more 
than $3,000 annually. This is in line with an association policy of 
long standing, which places a ceiling of $3,000 income annually from 
any company through the industrial associate program. 

We offer members a special travel accident insurance policy; we 
have a unique flight pay protection plan which insures military pilots 
against loss of flight pay income due to accident or ill health. We 
sponsor and operate the Aerospace Book Club. On request we assist 
members in their appeals to the Veterans’ Administration on dis- 
ability cases. Our personal service department fulfills many requests 
for information on the Reserve Forces program. 

Annually, for the past 10 years, we have sponsored jointly, with 
the Navy League and the Military Order of the World Wars, the 
National Armed Forces Day dinner in Washington. Each year we 
sponsor a December 17 observance at Kitty Hawk, N.C., commemorat- 
ing the first flight of the Wright brothers. Memorial Day is ob- 
served annually by association activities at National, State, and local 
levels. = 

Our publishing activity has included, in addition to the monthly 
Air Force magazine and Space Digest, preparation of books based 
on material from the magazine. In addition, we have produced short 
motion picture films and cooperated in the production of TV 
programs. 

We carry out an extensive awards program, with presentations 
made at local, State, and National levels for outstanding achievements 
in airpower and related activities. Our national awards include five 
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trophies presented annually for airpower achievement in fields of 
flight, science, education, and arts and letters plus a man-of-the-year 


award. We also present plaques for special airpower achievements, 


awards for outstanding management activity within Air Materiel 
Command, an award to the top recruiting unit of the Air Force, 
awards for outstanding unit and individual performance within the 
Air Force Reserve and Air National Guard, an annual award to the 
outstanding squadron of the Air Force Academy, an award for out- 
standing airpower exhibits by high school students participating in 
theannual National Science Fair. 

Our annual convention brings all of our membership elements and 
most of our activities into focus at one location during a 3- or 4-day 
time period. At the convention, in addition to conducting association 
business, we sponsor symposiums and seminars and present our annual 
awards. 

Our activities reflect an association interest that goes far beyond 
military aviation. It embraces personal flying, business flying, and 
commercial aviation. Beginning with our National Air Logistics 
Conference of 1954, much of our interest and activity has been centered 
on problems attendant to all modern flight—jet noise, airport expan- 
sion, and air traffic control. We have held three national jet age con- 
ferences in Washington. These, in turn, have led to a series of more 
than 35 local, State, and regional jet age conferences across the 
country, some of them as large in scope and attendance as the national 
meetings. The cumulative effect of these conferences has been greater 
public understanding of the problems and, we believe, concrete action 
toward their solution. 

This activity culminated this past April in the First World Con- 
gress Of Flight in Las Vegas, sponsored by our association, with 55 
other organizations participating and with the active cooperation of 
the State Department “a other Government agencies. This was 
the first international meeting of its kind ever held in this country, 
with 5,000 delegates from 51 nations in attendance. Emphasis was 
primarily on civilian aviation. The event featured the introduction 
of commercial jet aviation to America and American commercial 
jets to the world. Four of the five air demonstrations were civilian 
in nature. At the 12 major conferences held during the congress 
emphasis was on the broad aspects of flight, with all elements of 
aviation participating, including Army, Navy, and Air Force. An 
hour-long television program carried the message of the worid con- 
gress to an estimated audience of 40 million people. We were proud 
to have in attendance at the Las Vegas event 21 Members of Congress, 
including a member of this subcommittee, and 13 congressional staff 
members. 

As the program of the Air Force Association has developed over 
the years, it adds up to an extensive educational effort involving the 
total impact of ditg-tove personal flying to space exploration— 
on modern society, on national welfare, as well as national security. 

The educational activity of the association centers in our Aerospace 
Education Council. This volunteer group of distinguished civilian 
educators works closely with State superintendents of schools, State 
teachers’ associations, State teachers’ colleges, school boards, and 
parent-teacher associations. Each of these groups was represented 
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at the educators conference during the World Congress of Flight in 


held at our national convention in Miami Beach this September. 

We recently received a letter from the superintendent of schools 
for the Commonwealth of Pennsylvania stating that, as a direct re- 
sult of the World Congress of Flight, a new course of instruction, 
titled “Earth and Space Science,” will be presented in the junior 
high schools in Pennsylvania, beginning this fall. Other action of 
this nature is forthcoming, as evidenced by the many fine letters we 
have received from educators throughout the country. 

I should like to close my remarks, sir, with a few comments on the 
issues before this subcommittee in the current hearings. 

We believe strongly in maintaining and strengthening the partner- 
ship that has developed between industry and the Department of 
Defense. We have seen the arsenal concept become as outmoded ag 
trench warfare. In this age of fast-moving technology, Government 
cannot, in this country, produce the items necessary for the common 
defense. 

Further, the day is past when the military requirement for a major 
weapon system is set up by the military and passed on to industry 
to build the hardware. Today it is more likely that the military 
requirement is the result of joint participation of military and in- 
dustrial personnel, and it is not unusual for industry’s contribution 
to be a key factor. Indeed there are highly placed military men who 
sincerely feel that industry currently is setting the pace in the research 
and development of new weapon systems. 

We of the Air Force Association find America’s only hope for 
national security under the free enterprise system. Despite certain 
gains achieved by the Soviet Union, we have faith that in the long 
run our way of doing things will prove superior. 

America was pioneered by men who translated the free enterprise 
system into action, often at great risk, and equally often with great 
results. Wecan and we must apply our total potential to the current 
technological war. We must unleash the tremendous reservoir of 
American know-how to keep our country free. 

This know-how is, in many respects, our greatest national asset. It 
must be protected. This know-how has been strengthened in the years 
since World War II by the working partnership between industry 
and the military. This know-how Sesnaahits business experience in 
Government, military experience in industry. We have heard much 
of the need for the former, too little of the need for the latter. 

The experience of our retired military officers, available to industry, 
is one of our great defense resources. These men have served their 
country in war and peace, many in command positions, and always at 
salaries far below the level for comparable executives in civilian life. 





| 


It is a basic conviction of our organization that a new type of business | 


executive, a new type of manager, has come into being since World 
War II. He is the military man, usually with stars on his shoulders, 


who is charged with helping to manage the largest business operation | 


ever known to this country; not only the largest but also the most 
complex. His competence and integrity, in the case of general officers, 
has been certified by the U.S. Senate. Besides great integrity he has 
great experience. He takes both with him when he leaves the service 





to en 
Las Vegas, and will be represented at the educators conference to be | Jeader 


Any s 
Pur 
is earl 
people 
to go 
our re 
vital 1 
ment. 
If v 
reason 
milita 
logic. 
with t 
of the 
know- 
vantag 
decrea 
streng 
The 


le 
fader 
balanc 
anythi 
ficatio 
retirec 
one an 
Thi: 
spect, 
very ¢ 
tive, i 
streng 
threat 
Tha 
Mr. 
Mr. 
Mr. 
Mr. 
come ¢ 
your 
at $6 a 


outline 








in 





RETIRED PERSONNEL IN DEFENSE INDUSTRY 397 


to enter civilian pursuits. We cannot believe that these military 


b | leaders hang up their integrity in the closet along with their uniforms. 
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Any such implication does a great injustice. ‘ 
urther, the retired pay coming to a man after he leaves the service 
js earned pay, compensation due him by contract with the American 
people. He deserves this retired pay regardless of where he decides 
to go to work. Dual-compensation restrictions now are preventing 
our retired military men from entering Government service—denying 
vital military know-how to important civilian positions in the Govern- 
ment. This is a great loss to the Nation and should be corrected. 

If we support the integrity of the military man—and we have every 
reason to do so—then we must also support the integrity of the retired 
military man. Yet, existing regulations do not seem to uphold that 
logic. Waiting periods before a retired military man can do business 
with the Department of Defense only cloud the issue. The mse 
of the retired military officer being able to continue to contribute his 
know-how to the industry-Government team far outweigh the ad- 
vantages of the restrictions now in force. Cooling-off periods only 
decrease a man’s knowledge of a given situation; they do not 
strengthen his integrity. 

The image of the so-called munitions maker wheeling and dealing 

le out of a multimillion dollar defense contract is obsolete, almost 
Gaeoes. There are so many review points, so many checks and 
balances involved in the purchase of a major weapon system that, if 
anything, the procedure has become too cumbersome and needs simpli- 
fication. Competition provides its own checks and balances, with 
retired generals and admirals throughout industry competing with 
one another. The present system is in itself a great equalizer. 

This is not to say that the system cannot be improved. In this re- 
spect, the current inquiry of the subcommittee is healthy and can be 
very constructive. As the whole picture comes into clearer perspec- 
tive, it is hoped that the subcommittee will recommend action to 
strengthen the military-industry partnership so vital in face of the 
threat to national existence. 

Thank you, sir. 

Mr. Hépert. Thank you very much. 

Mr. Courtney. 

Mr. Courtney. Just a few questions, Mr. Chairman. 

Mr. Schenk, referring to the answer to your questionnaire, the in- 
come of the association derived at what you have indicated in part in 
your prepared statement, from 379 contractors and membership dues 
at $6 a person, and the like, plus your other income, for the purposes 
outlined in your prepared statement, is financed with a fund of 
$1,247,405 annually; is that right? 

Mr. Scuenk. May I ask Mr. Straubel to answer that, sir? 

Mr. Srravusev. That is correct, sir, for the calendar year 1958. 

Mr. Courtney. And this is derived from membership dues of 
$238,000, and I will use the round figure. 

Mr. Strausen. That is right, sir. 

Mr. Courtney. The magazine advertising amounts to $526,000. 

Mr. Stravsew. Right, sir. 

Mr. Courtney. As income. 

Can you tell us from what sources you draw your advertising ? 


44112—59——_26 
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Mr. Srravse.. From what sources, sir ? 

Mr. Courtney. Yes, sir. 

Mr. Srravset. We sell our advertising on the open market, com- 
petitively with other magazines in our field. We have roughly over 
100 advertising companies who advertise with us on schedules ranging 
from 1 time a year to 12 times a year. 

Mr. Courtney. Are they defense contractors ? 

Mr. Srrauset. A number of them are defense contractors; yes, sir, 

Mr. Courtney. In fact, most of them are defense contractors ? 

Mr. Strravusex. I would say most of them are. 

Mr. Courtney. As a matter of fact, isn’t most of the solicitation 
among defense contractors ? 

Mr. StravusBew. The solicitation is across the board, sir. We solicit 
a very wide list of industries, not knowing, in all cases, whether they 
are defense contractors or not. 

Mr. Courtney. Well, isn’t it a fact that your most fertile and pro- 
ductive field is the field of defense contractors ? 

Mr. Srravsew. That is correct. 

Mr. Gavin. Name five or six of the principal ones, that you get the 
greatest volume of advertising from ? 

Mr. Srravuset. Convair would be one. General Electric has been a 
large contractor. It isnot one of the largest now. Boeing is medium, 
not one of our largest, but is a regular advertiser. 

I can provide you a list of these, if you would like. 

Mr. Gavin. You ought to be able to give us five or six, I mean the 
top sane, that you know offhand. If you are in sales direction—are 
you? 

Mr. Srravse. Not in sales direction. I am the publisher of the 
magazine. 

Mr. Gavin. I notice here in your report—certainly you ought to 
know the principal ones at least. Harold L. Keeler, sales manager. 

Then there is another, editor and assistant, Space Digest. 


Then there is Morely Piper, sales assistant; Phil Russell, a sales | 


assistant; Claude Witze, a senior editor; and Sanford Wolk, a sales 
director. 

You seem to have a lot of people connected with sales in your 
advertising and certainly there should be no difficulty for you to pick 
out five or six of your topflight customers. That is just what I 
wanted to know, who they were offhand. 

You mentioned Convair and you mentioned Boeing and you men- 
tioned General Electric. Now, who else have you got? 

Mr. Srravuset. I might say I wish we had more in our sales staff. 
We have about the smallest sales staff in our field. 

Lockheed is one. 

North American. 

Mr. Gavin. Yes; now you come around. 

Mr. StravBew. That is about five. 

I will be glad to provide the committee with a full list in priority. 

Mr. Hésert. Provide the committee with the complete list. 
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(The list referred follows:) 


AO Electronics Division, General Motors 
DP -eOOSOO- 2G. ccc nncaunacandamnnouadnade unk 
Air Transport Association 
Bees tostrument Oorp_.-- eee 
Adel Precision Products Division, General Metals Corp 
EEE EEE: MEAT EEO LTT 
Aero Design & Engineering Co_____________ 
I Ms habs sais Ga thics ce en enis'emecinceeed nacaabiabarce ate 
Aerojet-General Corp____----~-~- 
meeeronic Byetems, Inc. a ed 
Aeroproducts Operations, Allison Division, General Motors Corp_-— 
Aircraft Equipment Testing Co... _ 
BL Sh LOS Eee 
AiResearch Manufacturing Co., Division of Garrett Corp 
Allied Research Associates, Inc._............_..--_.______- 
Allison Division, General Motors Corp__.----------____-_________ 
American Air Filter Co _.----_-_ _- See 

CB EEE ST ERENT FS 
American Brake Shoe Co., Kellogg Division._....--....__________ 
American Machine & Foundry Co__-_--~-------___-_-_-_ 
American Potash & Chemical Corp___-_---------------------- 
Arma Division, American Bosch Arma Corp__.--..-....---.______ 
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Avco Manufacturing Corp., Crosley Division__..__.____.__.__.______ 
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SE > Es ee ae eee es 
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Bendix-Pacific Division, Bendix Aviation Corp_______-___-_____-__ 
IROOM ci a a a gt Sa 
Bulova Research & Development Laboratories, Inc 
Burroughs Corp____-__~ ton, S 
Canadian Steel Improvement, Ltd 
ee REE EE Pee re 
SE OE eae eae eee mater ton 
EY VOUNMO PIICUREL, IMCs eco cicnnncnnSawcncononnnawelaaeben 
Chandler-Evans, division of Pratt & Whitney Co., Inc__.--_______ 
SG? BOLIE) INOUMEVIOG. cine ncnccnccnncacaunenansectiondé 
Clifton Precision Products Co., Ine 
Coleman Engineering Co 
ES Se eae eee ee 
Consolidated Diesel Electric Corp 
eeenenCR) NOCOTH COPD nnn nein cceeennennnncnweenendibon 
Continental Aviation & Engineering Corp_._......__-_____________ 
Convair, a division of General Dynamics Corp 
SE SIOUOIOIINONE COT. osc. ow = oe ont sos oi eth cansilbccaiél 
Daystrom Instrument Division, Daystrom, Inc 
ea a nna a saad hh ee ee ol © Gee 
DeHavilland Aircraft of Canada, Ltd-....-.---_.___-__- 
Denison Engineering Division, American Brake Shoe Co 
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Fairchild Engine & Airplane Corp 
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Food Machinery & Chemical Corp_...._-_-.-------_----_- 
Ford Instrument Co., division of Sperry Rand Corp 
Ford Motor Co 
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et a ne ee 
Frick-Gallagher Manufacturing Co___- 
Franklin Institute —_- 
Fuller, George A., Co________ - 
General Electric Co., AGT___ 
General Electric Co., HMEED 
General Electrie Co., LMEE__-__- 
General Precision Equipment Corp 
General Precision Laboratory, Inc. 
General Logistics, Aeroquip Corp 
General Mills, Ine., mechanical division___ 
Geogrich, B.P.; Oo... snes 
Greer Hydraulics, Inc____ 
Grumman Aircraft Engineering Corp__.......___-_____--________ 
Hallicrafters Co., The -......_____________ mse E 
Hamilton Standard Division, United Aircraft Corp_...........____ 
Harper & Bros__ 
NE SE eee: Cee ee eet Sa 
Hoffman Laboratories, a subsidiary of Hoffman Dlectronics Corp_- 
Huck Manufacturing Co_ 
Hughes Aircraft Co__ 
Hunter Manufacturing Co___ 
International Aerocoustics, Inc___-_ = we. 
International Business Machines Corp., IBM Military Products 
Division = ® 
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International Radiant Corp_._______- >. 
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Mr. Hésert. Of course your sales staff may be small, the source from 
which you draw is relatively small, but the one is relatively high. 

Mr. Strauset. Well, the source, sir, as far as solicitation of advertis- 
ing, is large. We will circulate several thousand firms, as others do 
in our field, competitively, asking if they are interested in advertising. 

Mr. Héserr. I think in answer to Mr. Gavin’s question you can give 


- 40 Radio Corp. of America_.-.-----_------ eeeeee $620. 58 
. S Radioplane Co., Subsidiary of Northrop Aircraft, Inc 3, 353. 25 
; 52 Radiation, Inc 262. 40 
\ 56 Railroads of the United States 1, 374. 46 
° Raytheon Manufacturing Co_____--_- x 4, 090. 01 
4° Reaction Motors, Inc 1, 291. 14 
‘ 29 Red Bank Division, Bendix Aviation Corp. 687. 21 
. 8 Republic Aviation Corp.- tine» 770. 53 
98 Rheem Manufacturing Co., Government Products. Division STE E 2, 996. 67 
; 96 Robinson Aviation Inc. 687. 22 
7 NG G6 SOD) has opiche jetianimnie citiciaelinmdii nm raiiimincatentnmdissulk anil 262. 39 
i 18 Rocketdyne, a division of North American Aviation, Inc 620. 58 
99 yo ni EE a et AE Mii RN ART ce ERROR ALD. La: 687. 22 
BT RE ey 1 ah EE SE RR EY hss ae ERE RS) St 262. 39 
7) Ryan Aeronautical Co____~~~-~- 4, 423. 20 
oF Saginaw Steering Gear Division, General Motors Corp- 3 Spee cores vam 2, 053. 33 
48 og RS SE SE ee Aes. eee 245. 00 
; 36 Sikorsky Aircraft Division, United BiPCraty, Omron. ceenensucna 3, 723. 51 
48 Simmonds Aerocessories, Inec_.--..____-_--_- 932. 96 
98 Smith, A. O. Corp., Aeronautical Division_—- 4 1, 363. 40 
39 Socony Mobil Oil Co., Inc 770, 52 
00 Southwest Airmotive Co Re ye eee tS Fae 4, O77. 53 
: SE rrcaeraniothinasey ecanerursementsenapiintoebtosinmaantiinipannseuanpamaiiinanenemneniaial 645. 57 
158 Space Technology Laboratories, a division of Ramo-Wooldridge 

"30 SARS E Cele CNS ae PR ss EP GES TCL: er ae oe 687. 22 
rts Sperry Gyroscope Co., division of Sperry Rand Corp 7, 555. 60 
7 Stavid Engineering, Inc.---_-----.-......-_..-. 4, 315. 74 
7 82 ag eR alan SNR Tete Bt Alte et tlt 925. 00 
3 5 TS EN os 2s i es pisc neo ch ste seepage ener eee ase 587. 26 
7 64 Stromberg-Carlson Co-_- Cia we te bees. id 4, 879. 66 
3 96 Sun Electric Corp_._----_-------. = 771. 02 
) 49 | Sylvania Electric Products, Inc___--_.-.----~_- 1, 374. 46 
7.7 EERE. COG UTE... ostecanctinsenmepaavtnes wish onentioereennameeniaseth-enviniibion 315. 00 
7 9 go REET RSS EAS SE TRIER Eee h nest SOE EE ARERR 791. 35 
7% Temco Aircraft Corp__-_----- Lu BE! 2, 615. 60 
8 i en: POM OEOINED DONO fo is niet Seinen ncn bate ied waemieleee te 7, T07. 74 
5.94 Thiokol Chemical Corp., Rocket Division__----.------.-~-------- 5, 321. 72 
1.94 | Thompson Ramo Wooldridge or Ramo Wooldridge________._____ 1, 995. 03 
3.99 | Timken Detroit Axle Division, Rockwell Spring & Axle Co------ 687. 22 
0. 48 eeoniosn, Ine..... 00s abelian cus 1, 541. 04 
1.95 | USAC Transport Inc_--------------------.... 225. 54 
Ee 3, 923. 42 
pani meee Air LAnes, Inc... .~ 29pm ncn gn ewerenetenamernn 2, 061. 66 
as mee Alreture Progucts, Ine... on cec ee neemenne 687. 23 
5. 00 een imermmont Oor. on oo) an cadkewinccwnebne 262. 39 
gq | Vertol Aircraft OCorp.__.....-_..- 0 sone --- 20 en eee 1, 553. 12 
4.93 + Vickers, Inc., Division, Sperry Rand Corp-_---- aba 643. 25 
ne ee OCD. Of America... enencccerennenen cnet enenten 1, 007. 93 
a iengnouse Electric Corp... nnn nnn 1, 531. 89 
3 44 Westinghouse Electric Corp., AGT Division___.--_------------.-- 4, 537. 36 
5.76 Westinghouse Electric Corp., Air Arm Division--_--..----------- 9, 257. 44 
3.99 Westinghouse Electric Corp., Electronic_._..----.--------------- 3, 097. 09 
4.35 | Westvaco Chlor-Alkali Division, Food Machinery & Chemical Corp- 703. 98 
an) weeverine Diesel Power Co............-.-.------—- 9 - eee 1, 541. 04 
an wemeeetserdem Og. oo) Ul le 1, 311.97 
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wee percentage of advertising as related to defense contractors and to 
others. 
Mr. SrravseE. I don’t have that figure, but I will provide it for you, 





sir. 

Mr. Hésert. Could you give us a rough estimate at thistime? Yoy | 
are familiar with your magazine’s operation. 

Mr. STRAUBEL. Well, a number of the largest advertisers will during 
a given year’s period place ads on defense subjects and also ads on 
civilian subjects. 

For example, Convair will have an ad one month on the B-58 and 
the next month on its new 880 jet airliner. Soit varies. 

Mr. Heésert. Mr. Gavin’s question is directed not at what they 
advertise, but who advertises, who picks up the tab, who pays for it. 

Mr. Srravpex. It comes out of a different budget, ‘of course, in that 
case inthe same company. But I have listed a few and I will be glad 
to provide the committee with a list of all the advertisers and the in- 
come we derive from them from advertising. 

Mr. Heésert. We would like to have that list. 

Mr. Srravusex. All right, sir. 

Mr. Gavin. Do you help the various members of your association in 
the 4 aration of advertising material for publicity purposes? 

TRAUBEL. I want to be sure I get the question straight. Do we 
Mt the advertiser? 

Mr. Gavin. Supposing one of the companies is a member of your 
association. And it doesn’t necessarily apply to any advertising that 
is going to take place in any one of your magazines. But do you help 
these members of your association to prepare advertising and publicity 
for campaigns on some particular missile or weapon they may be 
developing ¢ 

Mr. Srravsev. We do not. There is no relationship between our | 
membership and our advertising program, nor between our industrial | 
associate program and our advertising. 

Mr. Gavin. None whatsoever ? 

Mr. Srravset. None whatsoever. 

Mr. Gavin. And you don’t discuss it or confer with them on any 
occasion ? 

Mr. Srravusen. No, sir. They may ask you 

Mr. Gavin. Relative to any publicity or advertising they may be 
undertaking ? 

Mr. Srravsex. On occasion they might ask an opinion of what we 
think of a certain ad or what else they are doing. 

Mr. Gavin. Yes. That is exactly what I am getting at. 

Mr. Srravuset. Fine. Weare glad to do that. 

Mr. Gavin. You do participate with your membership in prepat- 





ation of materials to advertise some particular type of weapon or | 


missile? 
Mr. Srravse. No, sir. I think the word “participation” is wrong. | 
I said we answered questions on occasion, when they asked them. 
Mr. Gavin. Then you are participating, if they are asking you 
questions and you answer them, aren’t you? Aren’t you participating! 
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Mr. Gavin. Certainly. You are cooperating with them. You 
are trying to give them the best of your knowledge and experience 
to produce the best results to pursue their particular weapon to secure 
business. 

Mr. Stravuset. I think “cooperating” is proper. 

Mr. Gavin. The thing that concerns me at times about some of the 
advertising: There aren’t many door-to-door customers for Bomarcs 
around Washington. And when I see these page ads, sometimes I 
wonder just what their objective is. 

Now, did you participate in anything of that nature, in helping, 
say, Boeing, on that Bomarc ad that appeared ? 

Mr. Srrausen. Not only did we not participate in the Bomarce ad, 
we do not participate in the makeup of any of the ads. They have 
efficient staffs and agencies. 

Mr. Gavin. But at times they seek your counsel and advice on pre- 
paration of material relative to publicity purposes on weapons or 
missiles ? 

Mr. Srravuset. They do; but very, very seldom. 

Mr. Gavin. Yes. 

Mr. Héserr. Allright. Mr. Courtney. 

Mr. Courtney. Mr. Schenk, turning to page 14 of your statement. 
_Mr. Scuenk. Yes, sir. 

Mr. Courtney. Do we understand that the position of the association 
is that an officer of the Air Force should more directly go from his 
military position to a position in industry ¢ 

Mr. Scuenk. Yes, sir; this is our position: We believe that the ad- 
vantage of putting them to work constructively on the national defense, 
when we are faced with an implacable enemy on the other side of the 
Iron Curtain, is far more important to the country than the possibility 
that one out of a great many might use his position to some private 
or competitive gain. 

Mr. Courtney. Do you have any trouble reconciling your position 
with the Hoover Commission? The Hoover Commission has consist- 
ently recommended the introduction of business methods into Gov- 
ernment, and with your proposal you would simply suggest that 
Government methods be cenabenel to industry. Don’t you think 
it might imperil industry ? 

Mr. Scuenx. No, sir. I believe that the very small number, rela- 
tively, of military people who enter industry each year would not 
make a very major impact or change the procedure that business 
follows very much, but it would provide a fresh set of ideas—yeast 
to leaven the dough, so to speak—in business practices and keep them 
from getting inbred. 

_I think a lot of military people have good ideas that can be in- 
jected into private business methods. 

Mr. Courtney. In summary, then, you believe the extension of 
bureaucracy into business is of assistance to the country under these 
circumstances ¢ 
_ Mr. Scuenx. I would not call this bureaucracy. I would say this 
is military experience which is unique and valuable and it has nothing 
to do with bureaucracy. 

r. Courtney. Well, now what would you say in the procurement 
field. Do we understand that your association advocates the transfer 
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of a procurement officer from one side of the table to another, with- 
out any intervening period? Do you think that that would contribute 
to the confidence of the country in the integrity of the negotiating proc- 
ess, when over 90 percent of our business is done by negotiated con- 


tracts, to have the same man appearing within one day on both sides | 


of the table? 


Mr. Scuenk. Sir, in my opinion, in the opinion of our association, | 


his integrity has already been established. A man is either honest or 
he is acrook. If he is honest, he can be trusted under any conditions 
whatsoever, and he can draw a sharp and clear dividing line. He 
can disable himself if it is against his own conscience from participa- 
ting in something where he feels that this is improper. And I think 
most of them would. In fact, most of them have. 

Mr. Courtney. Well, I just wanted to get the position. That is the 
position of the association ? 

Mr. Scuenk. Yes, sir. 

Mr. Courtney. And, of course, you are dedicated, as you indicated 
so forcefully, to the promotion of airpower ? 

Mr. ScHEenk. Yes, sir. 

Mr. Courtney. Tothe exclusion of the weaponry ? 

Mr. Souenx. No, sir. As part of a te ia military team for 
the defense of the Nation. 

Mr. Courrnery. In other words, you believe the greatest emphasis 
must be in airpower and things that move through the air? 

Mr. Scuenx. We certainly do, sir. In our modern technology, 
we believe that it is airpower primarily that has kept the peace since 
the end of —World War II. 

Mr. Courtney. And this, then, is the dedicated purpose of the 
association ? 

Mr. Scuenk. Yes, sir. 

Mr. Courtney. Toall who may achieve that purpose? 

Mr. Scuenk. Yes, sir. 

Mr. Courtney. The means at hand? 

Mr. Scuenk. Yes, sir. 

Mr. Courtney. Your organization is a tax-exempt organization, 
is it not, Mr. Schenk ? 

Mr. Scuenk. Yes, sir. 

Mr. Courrnry. And do you know whether or not the defense con- 
tractors—you may have occasion to advise them—who contribute to 
your organization are permitted tax deductions for the amount of 
their contribution ? 

Mr. Scuenx. We do not accept contributions, as such, sir. We 
sell services. 

Mr. Courtney. I am talking about dues or assessments or whatever 
they may be. | 

Mr. Srravset. I would like to answer that, since I am close to it. | 

We don’t know, very frankly, and it varies, from all we can under 
stand, from company to company. 

There are no standardized rules on the subject. Whether they are 
taken off as business expenses, we frankly don’t know. And I have. 
never been able to really find out or get a full answer. I would have 
to survey the entire group. 
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Mr. Courtney. Is any member of your association registered under 
the Lobbying Act? 

Mr. Srravset. No, sir. 

Mr. Courrney. Have you interested yourselves as an association in 


le islation pending in the Congress? 


r. STRAUBEL. We have, sir. 

Mr. Courtney. That is all, Mr. Chairman. 

Mr. Hésert. Mr. Hess? 

Mr. Hess. I have no questions. 

Mr. Héperr. Mr. Fisher? 

Mr. Fisuer. Mr. Schenk, in the last paragraph of your statement 
you state that: 

It is hoped that the subcommittee will recommend action to strengthen the mili- 
tary-industry partnership— 
and so forth. 

Now what do you have in mind there? What kind of recommenda- 
tions did you have in mind in making that suggestion ? 

Mr. Scuenxk. Well, sir, the dual compensation feature of present 
law, for one thing, we believe should be elisnimaded. 

We think this would improve the industry-military relationship 
because it would permit military personnel to be used in some areas 
in this interphase between industry and the military. 

We believe, sir, that the present hearings could clear the air with 
regard to what retired military personnel can or cannot do in or 
And if a clear-cut set of rules were established which were uniform 
applied to all services, to retired personnel of all services, we thi 
this would greatly help in erasing some of the confusion and doubt 
that now exists in the mind of business people as to what they can or 
cannot use military people for. 

Mr. Fisuer. But in regard to the so-called conflict of interest 
subject, do you have any suggestions about change in the existing 
law, on that subject? 

Mr. Scuenk. Well, sir, I just don’t believe you can legislate hon- 
esty, basically. I think what is important is to take a group of highly 
selected people whose integrity has been proven over many years’ 
service and put them to work as effectively as possible in the national 
defense, irrespective of which side of the fence they work on. 

Mr. Fisner. Well, just taking as an example Colonel X or General 
X, who has been working on the Bomare over at the Pentagon and 
he retires, and then he goes to work for—what is it, Boeing, that 
handles that ? 

Mr. Scuenk. Yes, sir. 

Mr. Fisuer. For Boeing. Do you think it would be proper for 
him, then, to start negotiating in regard to the selling of al or 
the procurement of Bomare contracts for Boeing ? 

Mr. Scuenk. No, sir. I think it would probably be improper for 
him to do this specific thing. But if he is an honest man he will know 
that and his boss will know it, and he will go to work on a different 
missile system for Boeing. 

Mr. Fisner. You would not recommend that there be any law that 
would prohibit it, but you would rather leave that to his own con- 
science ¢ 

Mr. Scuenxk. Yes, sir. 
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Mr. Fisuer. And that of his employer? 

Mr. Scuenk. And also the respect that his former colleagues in 
the Air Force will have for him as an individual. I doubt very much 
that they would welcome him back to the conference table on the other 
side of the fence the next day. They would tell him to get lost. 

Mr. Fisuer. I see. 

That is all. 

Mr. Hépert. Mr. Gavin. 

Mr. Gavin. On page 2 you say: 

More recently we took a stand in favor of the Bomarc missile against the 
Nike missile. 

_ What caused you to take such a stand? Are you staffed with a 
lot of technical and scientific experts '!that would enable you to 
determine which is the best, the Bomare or the Nike missile, or 
what is your reason for taking such a position ? 

Mr. Scuenk. Sir, we have on our policy committee a tremendous 
array of talent. We have, for example, a former commanding general 
of the Air Defense Command. We have a former commander of an 
air force in SAC. We have the head 

Mr. Hésert. Will you name those individuals, please ? 

Mr. Scuenk. I beg your pardon, sir? 

Mr. Hésert. Name those individuals. 

Mr. Scuenk. Maj. Gen. Gordon P. Seville, USAF, retired, is a 








member of our policy committee. He is a former commander of the | 


Air Defense Command. 


We have Brig. Gen. J. B. Montgomery, Air Force Reserve, a former | 
S S . 


8th Air Force commander in the Strategic Air Command. 


— 


We have Mr. J. R. Dempsey, who is one of the country’s outstanding | 


missile experts. 


We have a number of people who have served in the Air Force in | 
operations of this kind. They have experience and background and 


beliefs as to how this business can best be run—how this military 
mission can best be accomplished. 

And they believe that as a group of private citizens they have a 
right to express these opinions. 

Hence, they take a position which the elected officers of the associa- 
tion then promulgate in magazine articles, in speeches, and things 
of this sort. 

Mr. Gavin. In other words, it is an attempt to influence anybody 
concerned with missiles, that the Bomarc is the best missile? 

Mr. Scuenxk. No, sir. 

Mr. Gavin. They are prejudiced in their thinking. 

Mr. Scuenx. If I may interrupt for a moment, sir? Not neces- 
sarily the Bomarc, but the concept of how you do air defense. 

Mr. Gavin. Now, you wouldn’t try to influence my thinking that 
you would get away from the Air Force for a minute, or anything 
that the Air Force was not interested in. That you would be inter- | 
ested in the Nike-Hercules or anything like that, would you? 

Mr. Scuenk. Well, we understand the Air Force best. 

Mr. Gavin. Sure. 

Mr. Scuenx. Naturally, we are sympathetic to the Air Force 

Mr. Gavin. Right. Just so we understand. | 

Mr. Srraveet. Could I comment on that, sir? 
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Mr. Gavin. Certainly. 

Mr. Srravuse.. For the record, our record will show that we have 
taken issue with the Air Force and still take issue with the Air Force 
on some major programs—air logistics being a good example. 

At our 1954 conference we made it clear that we thought the Air 
Force should be proceeding faster in modern transport aircraft for 
the use of all the services, and this has been a standing policy that we 
have had over the years. 

Mr. Gavin. What was the issue, again ? 

Mr. Srravusext. The very important issue of modern air transport, 
taking jets—bringing jets into the transport fleet faster and stepping 
up our whole air logistics system. 

Mr. Gavin. When did you get into that phase of it? 

Mr. Srravuser. In 1954, with our air logistics conference, we 
brought that out, and it has been a part of our policy ever since. 

Mr. Gavin. I think that was really a step in the right direction. 
You ought to pursue that. 

Mr. Srrauset. Thank you, sir. 

Mr. Gavin. So we get some very definite results on it. 

You say here, on page 3: 

This is not a question of the Air Force—right or wrong. It represents a firm 
conviction that the Air Force—in philosophy and in operation—is closer to being 
right that any other solutions we have seen to the security dilemma. But we 
do not believe in everything the Air Force does. In fact, we often disagree. 

Well, now, you don’t disagree too often with Air Force policies 
or any particular technique that the Air Force is pursuing. You 
wouldn’t have us believe that, would you ? 

Mr. Srravset. More often than you would imply. 

Mr. Gavin. What? 

Mr. Srrauset. More often than you imply. 

Mr. Gavin. Yes, that is right, more often. You support the posi- 
tion of the Air Force. That is why you are in business. 

Mr. Srraupent. We disagree more often than you have implied. 

Mr. Gavin. What? 

Mr. Strrauset. I say we disagree and have disagreed more often 
than you have implied. 

Mr. Gavin. Well, give us some outstanding example of your dis- 
agreement, will you? 

Mr. Srrausev. We disagreed with the official position of the Air 
Force on the 95 group program a few years ago, when I recall 
Secretary Finletter was on hand, and we did so openly in our maga- 
zine and in discussions with the Secretary. 

Mr. Gavin. That was several years ago. 

Mr. Stravupet. That is correct, sir. 

Mr. Gavin. Yes. 

You say here on page 5: 


In that same statement of 1956 we called for concrete action—namely, a 
single service concept based on a mission rather than the color of the uni- 


| form, We said at the time that, in our opinion, this big step had to be taken 


although many in the Air Force did not agree with it. As you probably 
know, this is an understatement. Further, we expressed the hope that all 
service organizations would submerge partisan feelings and assist in this 
movement toward true unification. 
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Who would you have directing the overall new setup, if such a 
plan was conceived and developed ? 

Mr. Scuenx. Whoever the best man qualified was at the time. 

Mr. Gavin. Who do you think—according to your statement here, 
it would be the Air Force. 

Mr. SrrauBet. According to what statement, sir? 

Mr. Gavin. This overall—— 

Mr. StrauBet. What page? 

Mr. Gavin. This overall position here. Certainly you would want 
to have the Air Force. You wouldn’t select the Navy, by any stretch 
of the imagination. And I doubt very much if this idea, philosophy 
that you expound here—that you would select the Army, by any 
stretch of the imagination. 

Mr. Scuenx. Sir, if at the time in question there were, let’s say, 
an Admiral Radford who was uniquely qualified to run the entire 
Military Establishment, we most certainly would support him. 

Mr. Srravsey. Could I comment further on that, sir? 

Mr. Gavin. Yes, certainly, comment all you care to. 

Mr. Srravsev. We think the key to the reorganization and true 
unification is a single promotion list. And as we have stated here, 
this is not particularly popular within the Air Force. Now, there 
is good reason for this, namely, that the Air Force is the younger 
of the three services. And if you put all the officers together in a 
single promotion list, and they are reporting into one command 
rather than as at present into three commands, just a short look at 
it will show that the Air Force officers probably will lose out in the 
initial shuffling, which would be because the others have seniority. 

So we are not proposing here something that is a popular Air 
Force program. 

We are proposing it because we find no other solution that makes 


any real sense to us except a true single service, a true unification | 


program. 


Mr. Gavin. I presume, though, if that concept was adopted that 


you would be, in your magazine, particularly interested in seeing 
that the Air Force was playing a predominant part in the structure 
and direction. 

That ismy idea. Youhave yourideas. Iam just expressing to you 
mine, so you know how some of us feel about it. 

You were talking, too, about the weapons system technique, what a 
great improvement it has been over what we have had over the past 
several years. 

I don’t know whether I agree with you or not. We haven’t pre- 
vented overlapping and duplication. We still have to coordinate all 
of our facilities into a cooperative group to get action. 

We still have the beefing and the arguing and the discriminatory 
tactics toward the various branches of the service, in arriving at a satis: | 
factory performance. Why do you think the weapons systems tech- 
nique is such a great big improvement over what we have? 


t has possibilities, but you haven’t gotten down to its operation in 
such a satisfactory manner to produce the results that you are in- 
dicating here, that this weapons system technique has really brought 
all of our problems—solved all of our problems. Where have we 
solved and 3 
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Mr. ScuenK. I was not aware, sir, that we have said that it solved 
all of our problems. 

Mr. Gavin. I concluded—I couldn’t find it in your statement, from 
what you have said, that you thought the weapons system tech- 
nique was—— 

Mr. Hésert. I would suggest, too—the witnesses won’t solve it 
this morning in discussing pilleccaiey. So I would suggest we confine 
ourselves to the area we are trying to make an inquiry into, and that 
is whether there is any activity on the part of this association to in- 
fluence opinions. 

Mr. Gavin. All right. 

May I continue on this, Mr. Chairman ? 

Mr. Hepert. Yes. 

Mr. Gavin. You say the Air Force Association was chartered as 
a nonprofit organization in 1946. 

Mr. ScHENK. Yes, sir. 

Mr. Gavin. Who were the organizers of the Air Force Association ? 

Mr. SrravseL. I could—pardon me. 

I could provide you with a list, so you would have it in detail. 

One of the organizers was Mr. Ted Curtis, who was a major general, 
Reserve. 

Another organizer was a gentleman by the name of Doolittle, Jimmy 
Doolittle. 

They were the two prime men at the time, after they got out of 
service, that helped form this organization. 

And there were a small group of five or six others. And I would 
be glad to provide you with a list of our chartering group, if you 
would like that. 

Mr. Gavin. I think—I would like to see that. 

Mr. Srravset. All right, sir. 

(The information follows :) 


ORGANIZERS OF THE AIR FORCE ASSOCIATION 


Edward P. Curtis, vice president, Eastman Kodak Co., 343 State Street, 
Rochester, N.Y. 

Julian Rosenthal, 30 West 60th Street New York, N.Y. 

Rufus Rand, 239 Cedar Park Circle, Sarasota, Fla. 

Willis Fitch, Rural Delivery No. 3, Box 225, McLean, Va. 

Everett Cook, 84 South Front Street, Memphis, Tenn. 

J.H. Whitney (current address unknown). 

C. V. Whitney, 230 Park Avenue, New York, N.Y. 

John S. Allard, 9 Midland Gardens, Bronxville, N.Y. 

Col Rosenblatt, 630 Fifth Avenue, New York, N.Y. 

James Stewart, 9201 Wilshire Boulevard, Beverly Hills, Calif. 

J. H. Doolittle, Space Technology Labs, Inc., Postoffice Box 95001, Los Angeles, 
Calif. 

Lowell P. Weicker, EB. R. Squibb & Sons, 745 Park Avenue New York, N.Y. 

Mr. Grenville Carroll (current address unknown). 


Mr. Gavin. You say on page 7: 

Of the 48 on our board of directors, only 14 are employed by companies holding 
defense contracts. 

Who are some of them, and what companies do they represent ? 
Can you give us that list of 14? 

Mr. Srravsen. Yes, sir. 
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We have a complete list here. I can read them off and then submit 
the list—— 

Mr. Héserr. Read them right now. 

Mr. Gavin. Give us the directors. 

Mr. Hepert. The 14 that are associated with defense contractors. 

Mr. Strravseu. All right, sir. 

Mr. Hepert. Read those. 

Mr. Srravset, Alphabetiaclly. 

John R. Alison, Northrop Aircraft. 

Mr. Héverr. He isa general. 

Mr. Straube. He isa general, major general, Reserve. 

Edward P. Curtis, Eastman Kodak Co. ,major general, Reserve. 

James R. Dempsey, General Dynamics Corp., Convair, no military 
status. 

James H. Doolittle, Space Technology Laboratories, lieutenant gen- 
eral, retired -—— 

Mr. Scuenx. Reserve. 

Mr. Srravuset. Beg your pardon, Reserve. 

_A. Paul Fonda, Northrop Aircraft International, an inactive reser- 
vist. 

Albert L. Harting, Southwest Airmotive Co., no military status, 

John P. Henebry, Lytle Corp., major general, Reserve. 

Robert S. Johnson, Republic Aviation Corp., no military status. 

Thomas G. Lanphier, Jr., General Dynamics, Convair, colonel, 
Reserve. 

Harvey J. McKay, Pacific Automation Products, lieutenant colonel, 
Reserve. 

John B. Montgomery, Turbine Division, General Electric Corp., 
brigadier general, Reserve. 

Alex G. “Morphonios, Sperry Gyroscope Co., no military status. 

And our president, Peter J. Schenk, Raytheon, colonel, Reserve. 

Pardon me, one more. 

Mr. Alden A. West, General Electric Corp., major, Reserve. 

I might comment, for the sake of brevity, I did not give their titles. 
But a oe of these gentlemen are not executives of their organiza- 
tions. I don’t want it implied that they are in executive category. 
Several of them are not. 

Mr. Héperr. Several of them are, though / 

Mr. Srrauper. Oh, yes. 

Mr. Héperr. Let’s Keep the record straight. 

Mr. Gavin. On page 13 you say: 

We of the Air Force Association find America’s only hope for national secu- 
rity under the free enterprise system. 


That doesn’t seem to sound correct. 
Only hope for national security under the free enterprise system. 


Mr. Srrauset. Oh. “Is” has been eliminated. It is a typographical 
error, sir. “Is under the free enterprise system.” 

Mr. Gavin. On page 14, you say: 

It is a basic conviction of our organization that a new type of business execu- 
tive, a new type of manager has come into being since World War II,. He is 
the military man, usually with stars on his shoulders, who is charged with 
helping manage the largest business operation ever known to this country ; not 
only the largest but the most complex. 
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I think you made an outstanding contribution, but let me tell you, 
my friends, that free enterprise in America has certainly turned in a 
magnificant performance long before the generals got into the picture 
or the admirals got into the picture. 

You would intimate here that really they have been the salvation 
of the free enterprise system since they moved in. I don’t quite agree 
with you on that. I think they made a contribution and no doubt 
will in the future. But free enterprise operated and built without 
question the greatest nation and the greatest system that the world has 
ever known and the greatest productivity that the world has ever 
known, long before any branch of the military ever got into the free 
enterprise system. 

So I merely wanted to leave that little thought with you, too. 

Mr. SCHENK. Yes, sir. 

Mr. Gavin. That they are not responsible for this great productivity 
and great success that. we have enjoyed today. 

They may have helped, but let’s not leave the idea that since they 
moved in the whole enterprise system has been revolutionized into a 
great, prosperous era. Because we were doing pretty well before any 
part of the military personnel got into the free enterprise system. 

Mr. Héserr. Thank you, Mr. Gavin. 

Mr. Schenk, I understand you to say that the association took a 
position in the Thor-.J upiter controversy ? 

Mr. Scuenk. Yes, sir. 

Mr. Héserr. And that was in favor of the Thor? 

Mr. Scuenk. Yes, sir. 

Mr. Héserr. Which was the Air Force weapon ? 

Mr. ScHeNK. Yes, sir. 

Mr. Héserr. You also took a position in the case of the Bomare 
against the Nike ? 

Mr. Scuenk. Yes, sir. 

Mr. Héserr. And that was in favor of the Bomare, which was the 
Air Force Association- 

Mr. Scuenk. Yes, sir—the Air Force. 

Mr. Héserr. Upon what basis did you base your conclusions that 
one was better than the other ? 

Mr. Scuenk. Well, sir, it is our conviction—and granted we prob- 
ably know more about the Air Force side of weapons than we do about 
some of the other services. 

But having, many of us, spent years in such things as air defense, 
it is our sincere conviction that the best way to conduct air defense is 
not by sitting on top of the target and trying to shoot down what 
comes at you, which gets to be horribly expensive when you are trying 
to protect more than a few targets, but to reach out as far as is possible 
and intercept the enemy long before he gets at you. 

The defense in depth concept is part of the built-in philosophy of 
every Air Force man I know. This is the way they were brought up. 
This is the way they like to fight or to prevent wars. 

Mr. Héserr. Did you get the Army side of this? 

Mr. Scuenk. Yes, sir; we have some people who are somewhat 
familiar with it. We have many arguments in our own house 

Mr. Héperr. Did you discuss this matter particularly with the Army 
people and allow them to advance their conclusions, before you arrived 
at yours ¢ 
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Mr. Scuenx. They have a very able group speaking their own views 
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©W8 | defense contractor, attempts to sway the American people on making 
a military decision, when the American public would be the first to 

ues: | ,dmit that it is not competent to make a military decision, though I 

tion admit we have a lot of Monday-morning quarterbacks. 

But this is a military decision. Do you think that contributes to 
the unity of the country, to confuse the people? 

rsus “Mr. Scuenk. Sir, what we are trying to do in the first place is to 

ent. ducate all the people about all the Facts. And if you read our 

We articles on this subject, we point out the basic elements of the argu- 
ments on both sides. Then we say for these and these reasons, we 
believe this particular view is correct. And we just justify it as 

strongly as we can. 

on; Mr. Héserr. That ends up in the Air Force being correct. 

Mr. ScuenK. Not always. It does most of the time, certainly, but 
not always. 

dhe “Mr. Héserr. N ow, as an example—I am trying to find out where 
you get your information to make these educated conclusions. 

"Mr. ScuoenkK. We have—— 
the Mr. Hiner. Do you draw any of this information from anybody on 
active duty in the Air Force? 

Mr. ScuENkK. No, sir; in the first place, we don’t have to because 
we have so many people in our organization who have spent so many 
years doing it. 

_ Mr. Hézerr. But they can echo the word of the Pentagon as far as 

the Air Force is concerned. 

| Mr. Scupnx. We have so many other military veterans also in our 

roup. 

‘= Hésert. Do you have any Army people on your board of 

rectors ? 

Mr. SrravuBe.. No, sir. 

y of, Mr. Scuenx. However, the editor of our magazine is an Army 
veteran. Joe Foss is an ex-Marine. He is on one of our advisory 
groups. We have some other points of view represented. 

Mr. Srravset. One of our staff associates was formerly Navy and 
another one is Seabees. 

he | Mr. Hénerr. Well, percentagewise, what would you say would be 

the possibility of getting the Army or the Navy air view on these 

Our ‘subjects ? 

r. ScHENK. It would be overwhelmingly in favor of Air Force. 

. Mr. Héserr. Why, of course, it would be. 
nS Now, what we are trying to determine is this—and this is the com- 

phy. plete reason and basis for this inquiry—is to find out just how much 
influence is being developed throughout the country in molding pub- 
lie reise and molding opinion of the Defense Department to aline 

._ itself with one particular service or another. 

bli¢! That is why we are trying to ask these questions—to find out how 
‘far and how far reaching is the petition of the Air Force Association. 
It becomes obvious that it is very far reaching. 

Now, you have 1 million-plus income. I think that was correct. 

‘red Mr, Scuenx. Yes, sir. 

Mr. Héperr. $500,000 of that is for magazine advertising. 
sso” Mr. Scuenx. Approximately; yes, sir. 
the! Mr. Héperr. Half of it? 
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Mr. Scuenk. Yes, sir. 

Mr. Héserr. And a great majority—the great percentage of that 
advertising comes from the defense contractor ? 

Mr. Scuenxk. Yes, sir. 

Mr. Héserr. That is a fact? 

Mr. Scuenk. Yes, sir. 

Mr. Hésert. Now, these $3,000 memberships—— 

Mr. Scuenx. Only one is that high, sir. The great majority ar 
$250. 

Mr. Srravusev. A year. 

Mr. Heéperr. Then these contractors do not contribute to the mem. 
bership any more than $250? 

Mr. Scuenk. That is correct. 

Mr. Héserrt. In the majority of the cases. 

Mr. Scuenk. Sir, the individual industrial membership unit costs 
$250. The great bulk of our companies have only one unit. 

A few of the larger companies buy more than one unit, because for 
each unit they get certain services—subscriptions to the magazine, 
special reports on organization changes, and so on. 

Mr. Héserr. So they have more individual members of the com- 
pany in the organization ? 

Mr. Scuenk. Yes, sir. 

Mr. Hésert. For which they pay? 

Mr. Scuenk. Yes, sir. 

Mr. Hépert. That comes out. 

Mr. Srravser. A maximum of $3,000. That is the most any on! 
company pays. 

Mr. Scuenx. That is the most any one company pays. 

Mr. Heéserr. Can pay? 

Mr. Scuenk. Yes, sir. 

Mr. Heserr. Now, on your conventions that you have—I assume 
that these contractors participate in the conventions ? 

Mr. Scuenk. Yes, sir. 

Mr. SrravuBeu. Yes, sir. 

Mr. Hépertr. Do they throw any great parties at these conventions 
in their own name? 

Ki ScuEnx. I don’t know how you define “great,” sir. Many of 
them 

Mr. Hézert. I have been to a number of them, and they are terrific. 

Mr. Srravset. They are good parties, sir. 

Mr. Scuenx. They are pretty good parties. 

Mr. Héserr. I enjoyed inyecl! at them. 

Mr. Scuenx. Part of our objective in life, one of the three pur 
poses for which we were chartered, was to preserve the spirit of fel- 
lowship among present and former people—— 

Mr. Héserr. How far do you go in the realm of charity ?—which 
is one of your objectives, according to your own statement. 

Mr. Scuenx. We give some chidtaprtiiee We give awards 
which—I don’t know, again, how you define “charity.” 

Mr. StravsBet. Charity is not one of our objectives. 

Mr. Hésert. You mentioned it. I didn’t mention it. 

Mr. Courtney. “Charitable.” 

Mr. SrravseL. Where did we mention it, sir? 
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Mr. ScuenK. We don’t mention charity per se. We are in the schol- 
arship and award business. 

Mr. Srravset. I don’t remember that we did mention the word 
“charity,” sir. 

Mr. Héserr. Charitable, under your charter. ; 

Mr. Srravuset. No, sir. No, sir. We are not set up as a charitable 
organization, as some others are. 

r. Hépert. I have to apologize. It was the last organization. 

Mr. SrravuBe.. Yes, sir. 

Mr. Héserr. I am confused more as I go along. That is the reason 
I want to ask questions. 

Mr. SrrauseL. Nor—we don’t have contributions and they are not 
deductible if we got them. So we are different from many organiza- 
tions. 

Mr. Héserr. There is no doubt about that. But you are like many 
organizations, too, in the same field. 

{r. SrRAUBEL. Yes, sir. 

Mr. Héserr. At least you disclaim being a civilian arm of the Air 
Force, and I don’t think the Navy League will disclaim being a civilian 
arm of the Navy. I think that was a very pointed observation you 
made. 

Now, you would have the committee to believe that you do not 
consult with anybody on active duty in connection with evaluating 
these weapons, to finally make your decision. 

Mr. ScHENK. Would you restate the question, sir? I don’t—— 

Mr. Héserr. Would you have the committee to understand that you 
do not confer or discuss with active Air Force personnel the merits or 
demerits of a particular weapon before you come to your conclusion ? 

Mr. Scuenk. No; I would not say that is correct, sir. We have a 
number of members who are not voting members but who are mem- 
bers of our organization who are on active duty and who hold opinions 
about these weapons systems. Certainly there is conversation among 
all of our membership about what they like and what they don’t like, 
and what they think is good or is not. : 

Mr. Hésert. That is the question that I was trying to get an answer 
to. And you have answered it. 

Mr. Srraupet. There have been quite a few conflicting 

Mr. Héserr. Now, whether the members were good friends of yours 
or whether they were associates, or whatever they are, you do rely in 
these conversations on opinions and expressions from individuals on 
active duty in the Air Force, before you come to a conclusion ? 

Mr. Scuenk. We do not rely on hale no, sir. 

Our policy committee doesn’t rely on anybody. They get advice 
from wherever they can get it. But they are responsible for the eval- 
uation and for determining our policy position. 

Mr. Hésertr. You don’t rely on it, but you rely in part on the infor- 
mation that you get. We are going to get.down and be very technical. 
Tam going to be very technical, too. 

_ You rely on it in part, then? It is part of the overall picture, 
isn’t it? 

Mr. Scnenk. Yes, sir; along with many other inputs from many 
other sources. 
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Mr. Héezert. Along with others. But it is a very valuable contribu- 
tion, to your way of thinking? 

Mr. ScHENnkK. Yes, sir. 

Mr. Srravset. Also very conflicting. 

Mr. Scuenx. It can be, but it can also be conflicting and confusing, 

Mr. Srravuset. Could I comment, sir? 

In these discussions, we find much more conflict than is indicated 
here. There is no—we are not talking a party line here. We are 
talking individuals views, of men who have had various experiences, 
and whether they are on active duty or not there will be a lot of con- 
flict before we arrive at a policy decision. 

Mr. Scuenk. May I give you an example, Mr. Chairman? 

Mr. Hésert. How much did you discuss the merits of Jupiter over 
Thor, before you arrived at a decision that you were in favor of Thor? 

Mr. Srravset. In this case, sir, I happened to have handled it per- 
sonally. It did not come from active duty at all. I can vouch for 
that. 

Mr. Hésert. You handled it personally, and you made the de- 
cision ¢ 

Mr. Strravusent. Yes, sir—no, sir; I did not make the decision. I 
say I happened to have handled that particular issue personally and 
I am very personally familiar with it. But the sources in that case 
were not active duty officers. 

Mr. Hésert. They were not active duty sources ? 

Mr. Srravset. That is right. 

Mr. Hépert. How many Army sources did you then discuss it with? 
Did you talk to Mr. von Braun ? 

Mr. Srraupet. Yes, sir. We have had briefings on the point de- 
fense system a number of times and we are familiar with it. 

In fact, as we point out, the missiles themselves are almost iden- 
tical missiles. So that knowing one, you know the other. They have 
the same engine. They have various similar systems throughout. 
And that is the reason that we argue that the taxpayer shouldn’t be 
paying double for the same missile system. 

We call attention to page 937, where the transcript reads as 
follows: 

Mr. Hfésert. How many Army sources did you then discuss it with? Did 
you talk to Mr. von Braun? 


Mr. STRAUBEL. Yes, sir. We have had briefings on the point defense system 
a number of times and we are familiar with it. 


Mr. Straubel understood the question to mean Army sources. He 
has not had discussions with Dr. von Braun. The Air Force Asso- 
ciation has had briefings from Maj. Gen. J. P. Daley of the U.S. 
Army, as well as Rear Adm. W. F. Raborn of the U.S. Navy. 


Mr. Héperr. If they are so much alike, why didn’t you decide in | 


favor of Jupiter? 

Mr. Srravset. Thor was quite a bit in advance, for one thing, in 
the guidance, and we favored Thor, in adding it up. But the two 
missiles were very similar. They came off the same production line 
as far as the engine in concerned. 

Mr. Scnenx. Mr. Chairman, on your point on how much we try to 
find out about other service’s viewpoints, Mr. Jameson, who is presi- 
dent of the Navy League, and in this room, I believe, and he and I 
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have had discussions in the last few months about cross-briefings for 
the boards of directors of our respective organizations. He has ar- 
ranged for the Navy to invite us to go aboard a carrier, and take our 
entire group of the executive committee of the board of directors, and 
they in turn are going to receive a briefing from the air staff, which 
we are arranging for. 

So we are diligently endeavoring to find out about one another’s 
viewpoints. 

Mr. Héserr. I think that is very commendable. But what I wanted 
to find out is, in the past now, what you have done. We are looking 
to the future for legislation, but examining the past as to the reason 
why we should have any legislation at all, or added legislation—cor- 
rective legislation or restrictive. 

We are interested in the past now, to find out exactly what you have 
been doing. Because there is a great confusion in the public mind. 
And the committee is interested in knowing to what extent these asso- 
ciations go in trying to sell a bill of goods for the particular service 
which confuses the public. As I suggested in the earlier part of my 
questioning, you involve yourselves in military decisions. 

The public can’t make military decisions, nor can the Congress itself 
make military decisions. We don’t attempt to make military deci- 
sions. 

Mr. Hess. I disagree with that, Mr. Chairman. They tried to fur- 
ther their aims, in the appropriation bill not so long ago, on the 
Bomarc and the Nike. 

Mr. Héserr. I am talking about the Congress, and not the com- 
mittee. 

Mr. Hess. It was in the other body. 

Mr. Hépert. The other body, and not ours. All right. 

Mr. Stravset. Mr. Chairman, a number of organizations seem knee 
deep in military decisions. A number of Government agencies seem 
very deep inthem. GAO isa good example. 

Mr. Héserr. But do you object to GAO’s participation ? 

Mr. Srravsex. No objection. I just made the comment, that a 
number 

Mr. Héserr. Allright. Don’t let’s leave any inference. 

Mr. Stravse. No, sir. 

Mr. Héserr. GAO is not making military decisions. 

Mr. Srravuset. No, sir. A number of organizations I say concern 
themselves with military decisions. And there are many magazines 
that are not specializing, as we do, in defense or airpower, such as 
Life magazine, and others, that comment repeatedly on military deci- 
sions. 

Mr. Hésert. They comment on the military decisions. They do 
not attempt to make military decisions. 

Mr. Scuenk. Neither do we, sir. 

Mr. Hérertr. You attempt to influence military decisions. 

Mr. Srravset. Not more than Life magazine. 

Mr. Gavin. You are in a specialized field. 

I would like to recall this point, if I could. 

Mr. Héserr. All right. 
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Mr. Srrauset. We would like at least—and maybe we didn’t pre- 
sent ourselves as well as we might here. It would seem to me that the 
methods involved. 

Mr. Gavin. Pardon me for interrupting at that point. I think you 
presented yourself pretty well. 

Mr. Srravset. Thank you, sir. 

Mr. Gavin. We understand your position. 

Mr. Srravset. Thank you, sir. 

Mr. Hésert. All right, proceed, please. 

Mr. Srravset. As to the methods used, we are primarily an infor. 
mation organization. As we have stated, we are primarily a publish- 
ing organization. The magazine is the largest part of our operation, 

So that in publishing on the open market, along with a number of 
other magazines, some specializing and some not, we comment. 

Now, in the Bomare-Nike issue, and with the other issue involving 
the Thor-Jupiter, these were editorials in our magazine. When we 
Say we argued openly, we argued in the editorial pages of our publica- 
tion. That is as far as our argument went. We did not knock door 
to door to argue Thor versus Jupiter. 

Mr. Hépert. Now, let’s be reasonable men. You don’t have to 
knock on door to door to get your point over. You put on programs 
on the air. 

Mr. StrravuBew. Yes, sir. 

Mr. Hésert. Which are slanted in favor of your point of view. 

The American public is a very susceptible public. It is a very easily 
led public, I think. But it doesn’t want to be led or doesn’t even know 
it is being led by the adroitness of the individual who presents the 
argument. 

Now, you don’t have to knock on doors to get your point over. And 
the fact that the American public is confused, I think—if I may ex- 
press an opinion—is because associations—and I don’t confine it to your 
association, but organizations who have an ax to grind for the particu- 
lar service bring out into the open these attempts to influence public 
opinion and, of course, in influencing public opinion influences the 
elected members of the Congress in their decisions. 

That is what we are trying to find out, exactly how far this influence 
or attempted influence goes. 

And in what area it is being expanded and exercised. 

I think the record this morning clearly shows that you have made a 
very good case for your side. I don’t object to that. I don’t object 
to you saying you want a single service. It is your opinion. __ 

I don’t object to you saying there should be no rules to the military. 
You should live strictly by the ethics. I have some very dear and de- 
voted friends in the military, in uniform. But I don’t think because a 
man graduates from one of the military academies he is immediately 
placed with a halo on his head and sainted. I don’t buy that. 

Mr. Scuenx. No, sir. 

Mr. Hésert. He is a human being, whether he has that uniform on 
or a golf suit, or Bermuda shorts, for that matter. 

Mr. Scuenx. On the other hand, he has demonstrated for many 
years that he is a trustworthy individual. His word is his bond. 

Mr. Héserr. By and large. He has not demonstrated any more than 
the average American citizen. Still we have laws to govern all 


citizens. 
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And in suggesting any legislation, we are not directing or indicting 
any individual or body of individuals. We are merely trying to throw 
a protective cloak around the whole business. 

Mr. Scuenx. Yes, sir. I certainly didn’t mean to imply that this 
investigation in any way cast doubt on these people. ‘ ai 

On the contrary, we think it can render a great service to the mili- 
tary and to industry in clearing the air, and in establishing once and 
for all what the basis is under which these people can be used. 

We think this would be magnificent. 

Mr. Héserr. We are trying to do that type of job and we hope we 
can. 

Now, do you all furnish papers or speeches to individuals ? 

Mr. Scuenx. Yes, sir; we send a complimentary copy of the maga- 
zine to every Congressman, and we send copies of our speeches to 
community + ht leaders around the country. re 

Mr. Hézerr. Well, do you prepare any speeches for individuals? 

Mr. Srraupet. No, sir. 

Mr. Scuenxk. No, sir—except for our own people. 

Mr. Héserr. For your own people. 

Mr. Scuenx. Yes, sir. When I go out to make a speech, the staff 
prepares the first draft. ‘That sort of thing. 

Mr. Héserr. I will take this opportunity to Ara at the man 
who prepared that speech. You have a magnificent ghost. 

Mr. Scuenk. Thank you, sir. 

Mr. Héserrt. It is a very fine paper. 

Mr. Scuenk. He is sitting on my left. 

Mr. Héserr. Well, he did a grand job. 

Mr. Srravset. Thank you, sir. 

Mr. Héserr. From your point of view. It stands up until it is 
subjected to questioning and then we get into the area of doubt. 

Mr. ScuHenk. Yes, sir. 

Mr. Hénerr. Standing alone, it is wonderful. But you do not pre- 
pare any papers for Members of Congress, as an example ? 

Mr. Scuenk. No, sir. 

Mr. Srravuset. No, sir; we do not. 

Mr. ScuEnK. Never. 

Mr. Héserr. Any military individuals on active duty, taking time 
out to make speeches ? 

Mr. Scuenk. No, sir. 

Mr. Straupe. No, sir. 

Mr. Héserr. If you were requested would you do it? 

Mr. Scuenk. I don’t know, sir. I have never thought about it. 

Mr. Hépert. Well 

Mr. ScuHenk. Well, if some general came to us and said “I have to 
talk to a bunch of Boy Scouts, will you help me write a speech,” I 
think we probably would, because we are professionals at it. But the 
problem has never come up. 

Mr. Hésert. But you think you would if a general wanted to get a 
speech from you? 

Mr. Scuenx. I think so; yes, sir. 

Mr. Srravser. I would balk at it. 

Mr. Hésert. What? 

Mr. Srravset. I would balk at it. I would try to get out of it as 
fast as I could. 
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Mr. Hésert. But you would do it 

Mr. Srrauseu. We have enough to do. 

Mr. Héserr. As part of the contribution to the campaign. 

Mr. Srravsen. I would feel perfectly free to say so, and feel freg 
tosay “No.” ; 

Mr. Hésert. I know. 

Mr. Hardy, do you have any questions? 

Mr. Harpy. Mr. Chairman, I am sorry that I missed so much of 
this testimony. I did hear most of the opening presentation. 

I just wanted to make one observation about it. It disturbs mea 
little bit to hear all of these protestations of objectivity from an organi- 
zation that is so obviously a protagonist of the Air Force, and the 
comments that have been made with respect to the objectivity that 
went into the sponsorship of the Thor versus the Jupiter and of the 
Bomarc versus the Nike, regardless of the relative merits that might 
be in this thing, leaves much to be desired, in my mind. 

To underscore in your statement: “We are not the Association of 
the U.S. Air Force,” in contrast with the name of the organization 
which serves a comparable capacity for the Army, it seems to me that 
“Thou doth protest too loudly.” 

That is all, Mr. Chairman. 

Mr. Héserr. Anything further ? 

Mr. Stravsex. Could I comment, sir? 

Mr. Hépert. Yes, sir. 

Mr. Srravsew. As the only organization that has a policy position 
regarding a single service, we feel that we are in a fairly unique 
position. 

We are fighting as hard as we can to try to bring the idea of more 
complete unification to people. And having that as a major policy 

osition, it has been decided by our delegates—not by just a few 
individuals, but as afull decision and a major decision of our organiza- 
tion why we do think we are in a different position than many. 

Mr. Harpy. You certainly have a right to that position and to| 

ress that position. And I certainly wouldn’t want to curtail or 
infringe on that right at all. 

It might be coincidental that the chief exponents of that philosophy 
within the military seem also to be in the Air Force. 

Mr. SrravuseL. Pardon me—could I comment on that, sir? I can't 
speak for him, but I had a discussion the other day with the Secre- 
tary and didn’t find that we found our views together at all on the 
subject, sir. 

So I am not sure that that is the case. I think individuals—— 

. Mr. Harpy. I wasn’t thinking of the Secretary. He is not in uni- 
orm. 

Mr. Srravseu. Well, I think you will find individuals as definitely 
against it in the Air Force at the top level as you will for it. 

Mr. Harpy. Then you must know that this committee has pur 
sued that subject pretty assiduously. 

Mr. Srravuseu. Yes, sir. 

Mr. Harpy. Incidentally, in that connection, I have a pretty close 
association with this whole argument ever since 1947, when the origi- 
nal Unification Act was up, and I participated in the writing of that 
measure, of which I am not now proud. 
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Thank you, Mr. Chairman. 

Mr. Héserr. I think also we should take cognizance of the gene- 
alogy of the so-called unification. It was the Air Corps which ad- 
vocated the destroying of the old order of the two services and ad- 
yocating the three services. And the only unification that came out of 
the act, that Mr. Hardy refers to, was the creation of another service, 
making it three instead of two, and on top of that a new layer of 
cake, the Department of Defense, which goes hither, thither, and yon, 
jn everv direction, and comes to no unified conclusion. 

And now we find the same people advocating destroying the old 
order again, and one service. 

I am not going to argue the point because you are entitled to your 
opinion and I amon that. But I hope the day will never come when 
we put into the hands of one military institution the future of this 
country 

Thank you, gentlemen, very much 

Mr. Gavin. Wait a minute. I have something. 

Mr. Hépert. Mr. Gavin. 

Mr. Gavin. Mr. Straubel said—well, I don’t know. He pursued 
the matter of Bomare and Nike-Hercules and evidently is quite in- 
terested in missiles. 

I wonder if he would care to express an opinion about Polaris and 
who he thinks should have operational control of Polaris, whether the 
Navy should have it or whether the Air Force should have it ? 

Mr. Srravser. I would like to wait until I get the Navy League 
briefing on this subject, before I do, sir. 

Mr. Gavin. Have you ever gone into Polaris?’ Did your maga- 
zine ever run anything on Polaris at all ? 

Mr. Srraupev. Very little that I can recall. We have reported it— 
we report straightaway. 

You are asking whether we made any opinion or any editorial 
opinion on Polaris. I don’t recall. 

Mr. Gavin. Yes. I would think you would make an exhaustive 
study on Polaris. It is a very important missile which concerns the 
Navy. 

As long as you go into detail, great detail on Bomare and Nike- 
Hercules, I thought you would be in position to express an opinion 
whether you thought that the Navy should handle operational control 
or whether it should be turned over to the Air Force. 

Mr. Srravpev. Could I comment on that, sir? 

Mr. Gavin. Yes. 

Mr. Srravupev. You are discussing on the one hand missiles that 
are operational or nearly operational with a missile that is strictly in 
the research and development phase. So that to compare the two—— 

Mr. Gavin. We don’t know, except what we read. You are saying 
something that you don’t know, how far along it has advanced, either. 

Mr. Strausen. 1 know 

Mr. Gavin. Maybe the Navy is further along than you know about. 
We don’t know. 

Mr. Srravuset. I hope that istrue. But I have heard no report that 
the Polaris is as nearly operational as the Thor or the Nike-Hercules. 
No one has ever advanced that thought, to my knowledge. 
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Mr. Gavin. No. But when it does become operational, who do you 
think should handle it ? 

Mr. Srravset. Now, let’s wait until—as far as I am concerned—we 
know more about it becoming operational. 

Mr. Gavin. Yes. 

Mr. Srravuset. Maybe it won’t become operational. We don’t know. 

Mr. Gavin. Somewhere along in our hearings there was some talk 





about the Air Force, or the association, getting together with the Navy 
League for something about cross-briefings or something. What was | 
that? What was that reference ? 

Mr. Scuenx. Yes, sir. We have worked out arrangements with the 
president of the Navy League, Mr. Jameson, whom you will hear from | 
next, I believe, to have mutual briefings of our board of directors by 
the Navy and of their board of directors by the Air Force, in an 
endeavor to learn more about each other’s viewpoints, operational] 
philosophies, and so forth. 

Mr. seit Does this mean that the Navy League now is going to 
tie up with the Air Force Association—or going to team up here, to get 
across their combined views? Or does the Air Force Association plan 
to make a similar arrangement with the Association of the U.S. Army? 
Are you just going to play along with the Navy? Are you going to 
take in the whole team here, in getting action? 

Mr. Scuenk. We will invite—sir, we want to learn as much as we 
can about the other services. This is a new program with us. We 
are in a formal way 

Mr. Gavin. But you take the Navy first. You think that possibly | 
they would be more susceptible in cooperating with you? 

Mr. Scuenx. No. It just happens that Mr. Jameson and I got 
together on this first. 

Mr. Héserr. Mr. Gavin, may I say in New Orleans the president 
of the Navy League is an Army adenal. | 

Mr. Gavin. Well, I just wondered whether or not you thought the 
Navy would be more cooperative with your association than possibly 
the Army would. 

Mr. Scuenx. No, sir; I haveno such opinion. 

Mr. Gavin. See that they bring the Army. Why don’t you bring 
the whole three of them together and try to talk. 

Mr. Harpy. They are trying to take them all, though. 

Mr. Gavin. No doubt about that. 

Mr. Hésert. Gentlemen, thank you very much for your attendance 
this morning. 

Mr. Scuenk. Thank you. 

(The answer to the committee’s questionnaire submitted by the Air 
Force Association is as follows :) 





| 
| 
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ATTACHMENT TO QUESTIONNAIRE 
Question 1 


Does your organization now or has it within 2 years, concerned itself, directly 
or indirectly, or for any purpose, with any activity of or for the Department of 
Defense, its military or civilian personnel (active, retired, or reserve), or with 
the purchasing by or contracts of the Department of Defense? 

If your answer to this question is “Yes,” answer the following questions. If 
your answer is “No,” return the questionnaire after signature on last page. 
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Answer 1 

The Air Force Association currently is concerned and, within the past 2 years, 
has repeatedly concerned itself, directly and indirectly, with activities of the 
Department of Defense only as they are related to the main purposes of this 
organization. : . 

The Air Force Association has had three main purposes since its establishment 
in 1946, and these purposes are current at the present time. They are— , 

1. “To assist in obtaining and maintaining adequate airpower for national 
security and world peace.” 

2. “To keep AFA members and the public abreast of developments in the 
field of aviation.” 

3. “To preserve and foster the spirit of fellowship among former and 
present members of the U.S. Air Force, the Air Force Reserve, and the Air 
National Guard.” 

However, the Air Force Association has never concerned itself and is not now 
concerned, directly or indirectly, with the purchasing by or contracts of the De- 
partment of Defense. Such activity does not fall within the scope of the 
mission of this organization. In explanation: The Air Force Association is 
vitally concerned that the United States maintain adequate defense posture for 
national security. Further, the Air Force Association believes that the defense 
posture must be keyed to aerospace power. On the other hand, the Air Force 
Association does not concerned itself, and has never concerned itself, with the 
purchasing policies and procedures of the Department of Defense through which 
the Nation’s defense posture, adequate or inadequate, is maintained. The Air 
Force Association is not interested in the specific nature of defense contracts, or 
in who sells what to whom. 

Since it is our understanding that the subcommittee, in its current investiga- 
tion, is primarily concerned with activities of the Department of Defense as they 
relate to purchasing policies and procedures and contractual relations, we con- 
sider our answer to question No. 1 to be essentially in the negative, and therefore 
return the questionnaire with signature in the belief that the remaining ques- 
tions do not appropriately apply to this organization. 

However, the Air Force Association is proud to have the subcommittee fully 
informed on its status and its activities, as evidenced by the letter of this date 
to Representative F. Edward Hébert, chairman of the subcommittee. 


AIR ForcE ASSOCIATION, 
Washington, D.C., July 10, 1959. 
Hon. F. Epwarp HE&seErtT, 
House of Representatives, 
Washington, D.C. 

My DEAR CONGRESSMAN: We are pleased to reply to your letter of June 30, 
1959, to which was attached a “Questionnaire for Organization.” A copy of 
the questionnaire, with our reply, is enclosed herewith. 

Please note, as per our attachment to the questionnaire, that we have con- 
sidered our answer to Question No. 1 to be essentially in the negative. There- 
fore, we have returned the questionnaire with signature in the belief that the 
remaining questions do not appropriately apply to this organization. 

At the same time, the Air Force Association is extremely proud of its interest 
in and activities in behalf of the national defense, and it is desirous of placing 
on record with the subcommittee all pertinent information concerning this 
organization. Accordingly, I take this opportunity to report on the Air Force 
Association, such report being keyed specifically to the questions contained in 
the subcommittee’s “Questionnaire for Organization,” as follows: 


Question 2 


When and where was the organization formed, give its stated purpose as set 
out in charter, articles of incorporation, bylaws, or any other document. 


Answer 2 


The Air Force Association was formed in New York City on January 26, 1946. 
It was incorporated on February 4, 1946, in Washington, D.C. 
The three main purposes of this organization are— 
1. To assist in obtaining and maintaining adequate airpower for national 
security and world peace. 
2. To keep AFA members and the public abreast of developments in the 
field of aviation. 
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38. To preserve and foster the spirit of fellowship among former and - 
present members of the U.S. Air Force, the Air Force Reserve and the Aj | 4, H 
National Guard. i 5. S 

Copies of the certificate and incorporation and constitution, including bylaws, | : 
are enclosed. | Questic 
Question 3 he? 

A. Is this a profitmaking organization? . pe 

B. If it is a nonprofit organization, state where established, nature of or. a 7 
ganization, and whether U.S. Treasury Department has granted tax-exempt i 
status. “ : 1 
Answer $3 and sta 

A. The Air Force Association is an independent nonprofit airpower organiza. Answer 
tion. 

B. The Air Force Association was established in the District of Columbia op Flay 
February 4, 1946. The association is composed of members as outlined ip nail 
answer to question 6(b) below; has a national headquarters in Washington; A T 
is organized into 13 regions, 26 wings, and 145 squadrons throughout the United Activ 
States (see pp. 4 and 5 of the enclosed constitution). It has an active member service 
ship of 55,000. The Air Force Association is exempt from Federal income tay, services 
as determined by the U.S. Treasury Department; however, contributions to the tional G 
association are fully taxable to donors. Servi 
Question 4 to or at 

If legal business address is other than the address on this questionnaire, giy, 488° 
correct address. «ay 
Answer 4 Cadet 

Legal business address is same as address on this questionnaire. : oe 

$aFt< n ac 

Question 5 compani 

Does this organization have paid officers, employees, consultants, or advisers? | status, 

If the answer to this question is “Yes,” give name and title of each (omit) Air For 
clerical personnel). | $125 is 
Answer 5 | = _* 

The Air Force Association does not have paid officers or directors but doe | ending I 
have a paid national staff and a few paid consultants. Following is a list of Alt | Figures 
Force Association employees as of July 1, 1959 (clerical personnel have been 
omitted) : | Air Fore 

1. Straubel, James H., executive director and publisher of Air Force Space Sales). 
Digest, the official publication of the Air Force Association. Airpowel 

2. Andrews, Doug, sales assistant (Air Force/Space Digest). National 

3. Belanger, William A., convention manager. Airpower 

4. Duda, August, membership and organization director. Royalties 

5. Gray, John O., administrative director. National 

6. Kalish, Herb, production manager. League 

7. Keeler, Harold L., west coast sales manager (Air Force/Space Digest). Interest 

8. Keeney, Richmond M., director of insurance programs. Miscellar 

9. Leavitt, William, associate editor (Air Force/Space Digest). Question 

10. Loosbrock, John F., editor and assistant publisher (Air Force/Space Name 
Digest). is 

11. Myers, Hugh, sales assistant (Air Force/Space Digest). oe 

12. Norris, Muriel K., director of accounting. B. Due 

13. Philips, Frederick M., associate editor (Air Force/Space Digest). C. Oth 

14. Piper, Morley, sales assistant (Air Force/Space Digest). 

15. Russell, Phil, sales assistant (Air Force/Space Digest). Answer ° 

16. Rynas, Stephen, director of industrial relations. A. The 

17. Skinner, Richard M., managing editor (Air Force/Space Digest). B. The 

18. Strobell, Robert C., exhibits manager. dent of tl 

19. Whitener, Ralph V., program and exhibits director. C. Sam 

20. Wilson, Edward L., director of Reserve forces affairs. Question 

21. Witze, Claude, senior editor (Air Force/Space Digest). 

22. Wolf, Sanford A., sales director (Air Force/Space Digest). Where 

Consultants (retained on monthly fee basis) : tion kept 


1. Bernhard, Russell K., legal counsel. 
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2, Connell, James, membership consultant. 
tr | §, Henry, Frank M., veterans counsel. 
’ | 4, Hysmith, Logan E., insurance consultant. 
| . 5, Speigel, Dr. Frederick B., medical consultant. 


| Question 6 
What are the sources of income of this organization? 
A. If dues or assessments are collected, how are they determined and assessed, 
, and state amounts. 
a B. If there are different classes of membership, state dues or assessments for 
each. 
C. Name the source or sources of any income other than dues or assessments, 
and state amount thereof received annually. 


niza; Answer 6 
A. Annual membership dues are established by elected delegates to the Air 
1 re Force Associations national convention, held annually. These dues are assessed 
by mail. 
‘ton; TS. The classes of membership of the Air Force Association are as follows: 
nited Active members (voting): U.S. citizens honorably discharged from military 
aber service Who were assigned or attached to the U.S. Air Force or its predecessor 
tax, services Or who are currently enrolled in the Air Force Reserve or the Air Na- 
> the tional Guard. Dues: $6 a year; life membership, $120. 
Service members (nonvoting): U.S. citizens on active duty who are assigned 
toor attached to the U.S. Air Force. Dues: $6 a year; life membership $120. 
give Associate members (nonvoting) : Individuals with no Air Force service who 
are interested in furthering the aims of the Air Force Association. Dues: $6 
a year. 
Cadet members (nonvoting) : U.S. citizens enrolled as cadets in the Air Force 
ROTC, Air Force Academy, or civil air patrol. Dues: $3 a year. 
In addition, the Air Force Association has industrial associates, which are 
} companies affilitated with this organization on a nonmembership, nonvoting 
3? status. These companies receive industrial service reports and subscriptions to 
omit} Air Force magazine. Assessments: $375 annually per company unit (of which 
| $125 is for magazine subscriptions, allocated to the magazine publishing fund, 
| and $250 to maintenance of the industrial associate program). 
C. Following are sources of income for this organization for the fiscal year 
does | ending December 31, 1958, as detailed in the financial statement (copy attached). 
E Alt) Figures indicate net income. Figures in parentheses indicate deficit. 





been | 
| Air Force/Space Digest magazine (subscriptions, advertising, bulk 
pace I sic acacia sce Salsas ania a asennad tami amacaaiilaan can detalii taamiiaas aia cede $144, 866. 53 
Airpower Book Club_.--------~-- Peter nds, anti Siti: (10, 793. 35) 
EN OL OE LIE A LI INTAIETN LADO NI Nt Ed (67, 1638. 02) 
Airpower panorama (exhibit space sales) _-..------_--.--------_ 48, 744. 71 
IIIA POC ROG. sc sc cs sca cies lag itainienlammalnpinioeanecn tai 5, 699. 27 
National Armed Forces Day dinner (cosponsored with Navy 
League and Military Order of the World Wars) --------------- 1, 163. 05 
ES ABR TN secs csccantisccsanthtocnnaien evista can dd Ses ocean 2, 514. 51 
Miscellaneous sales (membership pins, ete.) -------------------- 1, 591. 97 
Question 7 


pace =~ Name the person in your organization accountable and responsible for the 
following : 
A. Solicitation of funds. 
B, Dues. 
C. Other income. 


Answer 7 

A. The Air Force Association does not solicit funds. 

B. The executive director of the Air Force Association and the elected presi- 
dent of the association are accountable and responsible for dues. 

C. Same as 7(B). 


Question 8 


‘Where are the books of account, minutes, and correspondence of your organiza- 
tion kept; and in whose custody are they lodged? 
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Answer 8 

Books of account, minutes, and correspondence of the Air Force Association | 
are kept at the national headquarters in the Mills Building, Washington, Dc, | 
These records are in the custody of the executive director. 
Question 9 

State whether this organization prepares any statement or financial account 
of organizational activities. 

If the answer to the question is “Yes,” furnish the latest of such statements, 
Answer 9 

Attached is a financial statement of the Air Force Association for the last 
fiscal year ending December 31, 1958. 
Question 10 


For the next year preceding receipt of this questionnaire, specify separately 
the amount expended for— 








A. Salaries: 
ch ILE EER ic) Oe a Ry A Serre Ce ee ae 
Me | (LEER SS PERS ee ey te een nae a Ieee ee nee ee ee ee pe 
3. Consultants — OES peeks thinhieniinsaibrmiattnicnamnd pvenebenesniad wae 
CB a AN CAGE LE Nes epee Re Pa eae eB OS Pee sneha 
Me gl OO aE ERE ee Oe Pee ee ie eee ees fe ee aaa 
C. Assembling, preparation or dissemination of any data__.-._--------___ “aan 
i>, eomtrnreane (S086 06 Whom DOI) 2 on oe ik en cicctsccnees waite 
a ee SE) PROD IV OIND Se ok ieee ceninsioemecsiein hiane 
F. Entertainment - speeds ccnp lemaeetnabiniageul ae a oecdeain tia caapsgee aa 
Answer 10 


A. Salaries: 
1. Executive: 


Administrative and operation.__....-_---...----_-. $92, 708. 15 

ORCS CO orn Soi ceertirminicninnicnmss 49, 090. 17 | 
OE ee. nee ea a eee re eee 141, 607. 70 
Sn AO a a cael teenciclebvc Mb iealeprientonscnsinidasinee 11, 700. 00 | 
Re eae aN None | 


B. Advertising (of any kind) : 
Monthly in Standard Rate & Data regarding advertising in 


ET AE eR Ee ES 7, 655. 0 | 
Air Force Times, regarding Airpower Book Club and Asso- 
a ee 2, 296. 00 
Wall Street Journal, announcing publication of Space Digest 
gocuen Gr Air Fores MieaeeeiNne. . 5 os oe ok ckciknncnccce 2, 442. 
C. Assembling, preparation, or dissemination of any data: 
Air Force Space Digest magazine____--...._---_---...._ 409, 361. 54 
Routine information material to members_________--_--_--_~ 24, 206. 45 
I ee ea hace eee enekinibaieans None 
CO [7 RSP e Ee ake eirdnes ceeets eaoeed See ee Eee oe ee None 
CP Sate sa arg gly eee ee aC ey Meee ses ee 72, 968, 29 


1Expended in selling advertising space in Air Force/Space Digest and exhibit at 
airpower panorama. 


Question 11 

State whether the organization assists or furnishes material or data for the 
use of anyone outside of the organization, for any purpose. 

If the answer is “Yes,” explain: 


Answer 11 


Magazines: Limited number of copies distributed to representatives of news 
media, Congress, educational institutions. 

Reprints of magazine articles: (Same as above) 

Books: Membership in Airpower Book Club not restricted to membership it 
Air Force Association. 

Press releases: Issued in accordance with general practice on magazine articles 
conferences, conventions, and so forth. 
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Question 12 

Who, in the organization, is responsible or accountable for expenditures, other 
than wages and salaries, for— 

A. Advertising of any kind in any media? 

B. Entertainment? 


Answer 12 

A. The executive director of the association and the elected president of the 
association are responsible for expenditures for advertising in all media. 

B. Same as 12A. 


Question 13 

Name persons employed or performing any work or service who have received 
compensation or remuneration from your organization in the preceding 2 years 
who is either a retired officer of the U.S. Military Establishment or was, in the 
past 5 years, a Federal civilian official or employee about the grade of GS-12, 
giving retired status or former office in each case. 


Answer 13 

Edward L. Wilson, colonel, USAF retired—director of Reserve Forces Affairs. 
(In this capacity, Colonel Wilson is responsible for working with the Air Force 
Reserve and Air National Guard Councils of the Air Force Association—com- 
posed of Air reservists and Air guardsmen not on active duty—on matters per- 
taining to the activities of the Air Reserve Forces. ) 

Louis Ciccoli, major, USAF retired—assistant for field organization. (Sum- 
mer work only with AFA field units.) 


Question 14 
Does the organization issue any publication? 
If the answer is “yes,” furnish the latest issue. 


Answer 14 
The official publication of the association is Air Force Space Digest, published 
monthly. A copy of the latest issue is enclosed. 


Question 15 
Is any person employed or affiliated with your organization registered under 
the Lobbying Act? 


Answer 15 
There are no individuals employed by the Air Force Association who are 
registered under the Lobbying Act. 
Icertify that the foregoing answers are true and complete. 
(Signed) James H. STRAUBEL, 
Executive Director. 
Dated: July 10, 1959. 


CERTIFICATE OF INCORPORATION (No. 29491—REcORDED FEBRUARY 4, 1946) 


We, the undersigned, all citizens of the United States, doing business in the 
District of Columbia, desiring to associate ourselves as a nonprofit corporation 
pursuant to the provisions of title 5 of chapter 5 of the Code of the District of 
Columbia, do hereby certify as follows: 

First. The name or title by which this corporation shall be known in law 
shall be Air Force Association, national headquarters 1603 K Street NW., 
Washington, D.C. 

SEcoND. The term for which it is organized shall be perpetual. 

TuHrrp. The particular business and objects of said corporation shall be— 

a. To preserve and foster the spirit of fellowship among former, present, and 
future members of the American Army Air Forces, and to provide an organi- 
zation through which its members may unite in the fraternal bonds of comrade- 
ship; to assist in every way possible in keeping the Air Forces adequate, strong, 
and powerful for the defense of our country; to educate its members and the 
public at large in the proper development of airpower and to keep them abreast 
of the new accomplishments and developments in the field of aviation; to fit- 
tingly commemorate the memory of those who have given their lives in the 
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defense of our country; and to perpetuate the glorious traditions of the Ameri- 
ean Army Air Forces. 

b. Any man or woman who has served in the Air Forces of the United States 
or any arm attached to the Air Force either in World War I or World War II 
shall be eligible for regular membership in the Air Force Association. Any 
man or woman presently on active duty with the Air Force or any arm attached 
thereto shall be eligible for associate membership which will entitle the holder te 
all privileges of regular membership other than the right to vote or to hold office 
in the association. 

e. To organize chapters of Air Force Association at any time and in any 
locality at which it may seem advisable or advantageous to fulfill the purposes 
for which Air Force Association is incorporated. 

d. And, in furtherance of the aforestated objectives, Air Force Association 
shall have the power to buy, own, receive, sell, and mortgage real estate and 
personal property necessary for corporate purposes; to publish and distribute 
magazines and other printed matter; to do all acts necessary or incidental to 
the carrying out of the purposes of this corporation. 

FourtH. The number of trustees, directors, or managers for the first year of 
its existence shall be not less than 21, this number subject to future change 
as may be deemed advisable. 

In testimony whereof, we have this 4th day of February 1946 hereunto set our 
hands and seal. 
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WILLIs S. Fircr. 
H. MatcoinM BALDRIDGE, 
BERNARD BROOKES. 


I, Eleanore Lee Dague, Second Deputy Recorder of Deeds in and for the 
District of Columbia, do hereby certify that Willis S. Fitch, H. Malcolm Bald- 
ridge, Bernard Brookes, parties to a certain corporation (certificate of) bear- 
ing date on the 4th day of February 1946, and hereto annexed, personally ap- 
peared before me in said District of Columbia, the said Willis S. Fitch, H. 
Malcolm Baldridge, Bernard Brookes being personally well known to me as the 
persons who executed the said corporation (certificate of) and acknowledged 
the same to be their act and deed. 

In witness whereof I have hereunto set my hand and caused the seal of the 
Office of Recorder of Deeds for the District of Columbia to be aflixed, this the 
4th day of February, A.D. 1946. 

[RECORDER OF DEEDS SEAL] ELEANORE LEE DAGUE, 

Second Deputy Recorder of Deeds. 


AiR Force ASSOCIATION 


Balance sheet, Dec. 31, 1958 





ASSETS 
Current assets: 

Se 2 a ae $53, 324. 36 
Investments and accrued interest__..__--_-_-___-_---__._-___ 68, 412. 28 
I i cece 478. 24 
a Tat Ga Se a Spee wee ee eae Bt 50, O81. 24 
Seamny ERE RERUN, UIC 10, 000. 00 
RL LR es ee eT eR ee SA Yee Loe 18, 834, 58 
CO SS eee Re Bat ae OPES eee Ae Sees 6, 510. 62 

Prepaid expenses: 
i eRe ee LT eee ee eee el 7, 228. 10 
co oy, ee aay 28, 192. 32 
A Nl Lae Ea EE ST EE eee 9, 326. 93 
rn tee er Fe eS Sa SS 29, 527. 97 
Raa HESS Aa SOR SIE OE BE TE fe 1, 379. 22 
Paty aarcmrses enernmt ens ok nn et ee) SIS 4, 212. 88 
ee ee gk ET SED RE LR Og UL 801. 77 
PN en I sg ee el) 288, 310. 51 

Deferred expenses: 

Mawes wvemory tees reserve 5, 220. 82 


Production costs of ‘““‘Who’s Who in the Air Force” less reserve.. —~  ------ 
i a einpicinieanenabieeniinian. ~ civdsmin alll 
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i- j Arr Force Association—Continued 

2g ASSETS 

- Fixed assets : Office furniture and equipment, net-___.._----------- $36, yi b-- 
14 | Other assets: Assets, general fund , 

to 

* | ius membership fund, asscta- => “fe! 974. 40 
“! OE ne __spundennnnactnvtntnensenemersontnnsessemarcrtetcnaas terior 377, 201. 16 





+ current liabilities : 











Zecéunts payable. -.. 22 conan ence nen nnapanenap $77, 672. 90 

ite Fa eee , Saini 
to Membership commissions held for unorganized wings----------- ~-=------- 
EwWOl) CREO. pe nedisket ase eadwanensentstd 8, 298. 69 
of IIIS. 5 cmiorerer noice a cae ae a - 8,000. 47 
ge Total current liabilities___.__.--- 88, 972. 06 


) ‘ 
we Deferred income: 
Reserve for magazine subscriptions : 









































PN ancient 82, 990. 80 
PIII eco sncteesnics cesccassetcnad accceraveiesniinnt peopen 8, 228. 30 
Advance membership dues__--~_- 14, 995. 00 
che I aS achanses sdahictersan tulad - 14,995.00 
ld- Industrial associate subscriptions_____- 9, 445. 80 
ar- Reserve for Book Club fulfillment___-_-___-__-_ 7, 892. 00 
ap NIE Re os ors as etrasccvc ve anicarob slave hsm av eseabensat oh ond apap aia eae cae hg 7, 983. 07 
H. ED 
the — Sa: SURMPMNN THIN” RIA AOU ssn om sas ow paren einen So asa 85, 273. 7 
zed =“ Principal, general fund wait 155, 980. 98 
the | Liabilities and principal, general fund__._._-_-____-___-__- 830, 226. 76 
the | Lifemembership fund, principal_ si taiccaieilia dacs 46, 974. 40 
Total liabilities and principal 377, 201. 16 
., 
Statement of income and expenses for the calendar year 1958 
Income, departmental: 
Membership dues, new and renewal__...--____________ $238, 357. 75 
Income from life membership fund_.__-------_--_--_-. 1, 188. 43 
Magazine subscriptions : 
NE eee ere ene eae Meee Pete eee eae ee 61, 487. 30 
. 36 OEE E PE RAE ITS 61, 515. 38 
- 28 ee Oe $529, 177. 88 
’. 24 Less: Provision for bad debts_.___________ (2, 369. 98) 
.» 24 ———— 526, 807. 95 
). 00 “History of the U.S. Air Force,” royalties and net income____ 5, 699. 27 
L. 58  _* “EER e ac eg $56, 770. 00 
). 62 Less: Amount deferred___.._---__________ 37, 846. 66 
— 18, 923. 34 
3. 10 A ee ee ee er ee 15, 446. 73 
2. 32 Industrial associate income____...-____---____ $157, 395. 00 
5. 93 Less: Allocation of income___..-_-__-_____ 50, 025. 00 
1. 97 —————n «=, 870. 0 
). 22 IETIED “GUTMANN ON oe ono raimrtnenae com oumnemuee 102, 258. 40 
" = NN A OER TET 108, 350. 50 
0.6L moral Inoome, Cemartmenta ll ao ose cai ecs monedcsniee a deueci 1, 247, 405. 05 
0. 82 


i | 441125928 
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Statement of income and expenses for the calendar year 1958—Continued 

















ASSETS 
Expenses, departmental : 
EN alerted la, La ARE MOR SEE Rs ASE OE $106, 788. 7y 
Membership fulfillment me eet 57, 966. 79 
Magazine production cost for subscriptions_.______--------- 317, 251. 53 | 
Magazine production cost for bulk sales___._..___------------ 8, 407. 12! 
Ye oa wna e an aweoiewan 136, 008, 11 
Magazine distribution costs psvbcebereccahe taka ipbbrouiae tanga 24, 290. 40 
Sueeae CInUne. on ne aaa e 67, 403. 05 
EE ee eee eee 169, 421. 42 
Se 2 cet ARIE ea Nee an lalate er een paar A anal eek ER pe tere 64, 608. 79 
SE BE Se a een ee een ee ees 72, 186. 73 
i oer on ceecieo pies ken an ene ee 44, 929, 47 
eben era aerate epee Relea aia a $89, 150. 06 
om seu, wererrou...... oe 59, 483. 37 
a 29, 716. 6y 
Total expenses, departmental____--_-------_-------- 1, 098, 978. 99 
Net income or (deficit), departmental_____----------~~ 148, 426. 18 
General operating, administration, and other expenses: 
yaar a aero ene ea en $85, 950. 05 
I occ ea aetcscevan ce eremion sont engperananardsiga see 33, 782,14 
—__——_ 119, 732. 19 
Reda ey Anne 5 «Ae a eC Tn ee 28, 693. 97 
ear renen OA NICD ANID oe en nc emt cccastinee mene 5, 269. 53 
ee | ae cere ena 33, 963.50 


Mr. Hévert. We planned to hear Mr. Jameson of the Navy League, 
but unfortunately the time has run out on us. We can’t control the 
action of the House. 

So, Mr. Jameson, we apologize for not getting to you this morning, 
We would like to have you tomorrow morning at 10 o’clock. 

The committee will stand in recess until tomorrow morning at 1) 
o'clock. 

(Whereupon, at 11:55 a.m., the subcommittee adjourned. ) 
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PERSONNEL BY DEFENSE INDUSTRIES 


FRIDAY, JULY 31, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 

The subcommittee met at 10 a.m., Hon. F. Edward Hébert (chair- 
man of the subcommittee) presiding. 

Mr. Hépert. The committee will be in order. 

Mr. Courtney. 

Mr. Courtney. Mr. Chairman, the Navy League has responded to 
the subcommittee’s request. 

We have Mr. Frank Gard Jameson, its president, who is here to 
testify. And anyone you wish to have join with you, Mr. Jameson, 
will you approach the table. 

Will you identify yourself, each, for the record, before the oath 
isadministered. 


TESTIMONY OF FRANK GARD JAMESON, PRESIDENT, NAVY 
LEAGUE, AND GEORGE C. GILMAN, EXECUTIVE ASSISTANT TO 
THE PRESIDENT 


Mr. Jameson. I am Mr. Frank Gard Jameson, president of the 
Navy League. 

Mr. Gitman. George C. Gilman, executive assistant to the president. 

Mr. Hépert. Will you take the oath, please. 

You and each of you do solemnly swear that the testimony you will 
give before the subcommittee, in the matters now under consideration, 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Jameson. I do. 

Mr. Gruman. I do. 

Mr. Hépert. Sit down, please. 

Mr. Courrney. Mr. Chairman, Mr. Jameson has a prepared state- 
ment, and has kindly supplied the answer to the questionnaire. 

For some reason there was an omission, an oversight, an inadver- 
tence, or a mistake. Anyway, we didn’t get the questionnaire out to 
the organization, but they were kind enough to respond with the full 
information this morning. That, Mr. Chairman, I ask be made a part 
of the record at this time. 

Mr. Hésert. The reply to the questionnaire prepared by the Navy 
League will be made a part of the record at this time. 
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(The answer by the Navy League to the questionnaire by the com- 
mittee is as follows: ) 


QUESTIONNAIRE FOR ORGANIZATION 


1. Does your organization now or has it within 2 years, concerned itself, 
directly or indirectly, or for any purpose, with any activity of or for the Depart- 
ment of Defense, its military or civilian personnel (active, retired or Reserve) 
or with the purchasing by or contracts of the Department of Defense? Yes, 

2. When and where was the organization formed, give its stated purposes as 
set out in charter, articles of incorporation, bylaws, or any other document, 
New York City, 1902—incorporated 1903. The object and purpose of the Navy 
League shall be to acquire and spread before the citizens of the United States, 
information as to the conditions of the naval forces and equipment of the United 
States, and to awaken interest and cooperation in all matters tending to aid, 
improve or develop their efficiency. 


3. A. Is this a profitmaking organization? No. 

B. If it is a nonprofit organization, state where established, nature 
of organization, and whether U.S. Treasury Department has granted 
tax exempt status. 

It is a nonprofit organization—founded in 1902—incorporated in 
1903 under the laws of New York State. Granted tax exemption 
August 27, 1942. 

4. If legal business address is other than the address on this ques- 
tionnaire, give correct address. Same address. 

5. Does this organization have paid officers, employees, consultants, 
or advisers? Officers and directors serve without pay or other com- 
pensation. Employees are paid but no consultants or advisers are 
paid. W. Royce Powell, assistant to the president and editor of 
Navy—the magazine of seapower. Evelyn M. Collins, executive 
secretary; George C. Gilman, executive assistant to the president 
(employed June 15, 1959). 

6. What are the sources of income of this organization? The 
sources are dues, contributions, income from investments, advertising, 
and subscription revenue. (See copy of audit attached.) 


A. If dues or assessments are collected, how are they determined and assessed, 
and state amounts. By the national board of directors. Regular members $10 
annually ($4 refunded to local councils). Corporate members $250 annually 
($175 refunded to regional presidents). Life members $250, one payment ($50 
refunded to local councils). 

B. If there are different classes of membership, state dues or assessments 
foreach. (See 6A above.) 

C. Name the source or sources of any income other than dues or assessments, 
and state amount thereof received annually. 

(See latest audit report, fiscal year ended March 31, 1959, attached.) 

7. Name the persons in your organization accountable and responsible for the 
following: 

A. Solicitation of funds: None. 

B. Dues: The treasurer. 

C. Other income; The treasurer. 

8. Where are the books of account, minutes, and correspondence of your or- 
ganization kept ; and in whose custody are they lodged? 

Headquarters office, 401 Mills Building, Washington, D.C., in the custody of 
the executive secretary. 

9. State whether this organization prepares any statements or financial ac- 
count of organization activities. Yes. )See audit attached.) 

10. For the year next preceding receipt of this questionnaire, specify sep- 
arately the amount expended for: 
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A. Salaries: 


























1, Mizecutives.._........td Sei sce cee eee 
Bs Aid AD Mcarccicresienceieneviitinsedabeiinsah ciara mbiniditiciucieadsiisiai $23, 859. 43 
ae ee ee eee eee: Taree ne renee. See eomen men cs: None 
Bs IEE viwicliccicicctcmisticmanvincaninomel None 
B. Advertising (of any kind) ~~~. — None 
Cc. Assembling, preparation or dissemination of any data: 
PN ENE eS CES CR gee aL EERE IRE RISE $2, 192. 67 
Pe Ts Sr se er eee - $1, 006. 70 
Navy Buddy and Sea Cadet____---__-___- ~ $955. 30 
DPD. Honorariums (state to whom paid) —~_------___-._- None 
B. Grants (state to whom given) ~-----------_-_~_- None 
Se RRR RETA OER occ anu seins nice nds pina iiinlben on te ln ipsa ehh ad ose None 


11. State whether the organization assists or furnishes material or data for 
the use of anyone outside of the organization, for any purpose. Yes. 

If the answer is “Yes” explain. Prepares Navy Day material to be distributed 
to schools, press, radio, and TV—job placement program—in connection with 
ACONA. Navy and Marine Corps recruiting material. 

12. Who, in the organization, is responsible or accountable for expenditures, 
other than wages and salaries, for: 

A. Advertising of any kind in any media? None. 
B. Entertainment? None. 

13. Name persons employed or performing any work or service who have re- 
ceived compensation or remuneration from your organization in the preceding 
2 years who is either a retired officer of the U.S. Military Establishment or was, 
in the past 5 years, a Federal civilian official or employee above the grade of 
GS-12, giving retired status or former office in each case. None. 

14. Does the organization issue any publication? Yes. Navy—The Magazine 
of Sea Power. (See copy attached.) 

15. Is any person employed or affiliated with your organization registered 
under the Lobbying Act? Not to my knowledge. 

I certify that the foregoing answers are true and complete to the best of my 
knowledge. 

FRANK GARD JAMESON, 
National President. 
Dated July 31, 1959. 


D. N. BuRNHAM & Co., 
CERTIFIED PUBLIC ACCOUNTANTS, 
Washington, D.C., April 16, 1959. 
Adm. JoHN J. BERGEN, 
President, Navy League of the United States, 
Washington, D.C. 

Sm: We have completed the audit of the books and records of the Navy 
League of the United States for the year ended March 31, 1959, and as a result 
thereof submit the following: 

— A—Comparative balance sheet as at March 31, 1959, and March 31, 
1958. 

Exhibit B—Comparative statement of income and expenditures for the years 

ended March 31, 1959, and March 31, 1958. 


COMMENTS 


The petty cash fund was counted and balances in banks were independently 
confirmed and reconciled. 

The cash receipts as recorded were subjected to a test check which we consider 
adequate and were traced into the bank accounts. Paid checks were examined 
for proper signature and endorsement. Disbursement vouchers were test 
checked and all those examined were properly authorized and approved. 

All securities of the general and life membership funds were physically 


, Counted at the depository. The values shown on the balance sheet are at their 


respective cost to the league. These values and the market values of the securi- 
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ties at March 31, 1959, as determined from financial quotations available to us, 
are shown below. 








Balance sheet | Market values 

















values 
SE RRO CORTES Hd =. BAL AE AES STE LR Se! $40, 551. 90 $47, 
ie Re TERE NOI RE TLE GAEDE TAIT. 36, 924. 43 49, Hy > 
IR Res aS oe cS Se REE 2 EN, EE RE TSE A 77, 476. 33 97, 445.14 | 





| 


Details of the funds and transactions in corporate securities are shown in 
Schedules 1 and 2. 

The secretary’s retirement fund, in Equitable Savings & Loan Association, 
amounted to $5,891.40 at March 31, 1959. This fund is made up of contributions 
by the Navy League and the Secretary and by earnings of the fund. 

Furniture and equipment purchases during the period amounted to $939.56, 
It has been our practice in the past to eliminate from the asset account the 
costs of items wholly depreciated and the costs so written off this period amounted 
to $528.42. The original costs shown on the balance sheet represent no pur. 
chases prior to April 1954. It is true, however, that many items are still in 
use although wholly depreciated and removed from the records. 

The comparative statement of income and expenditures (exhibit B) displays 
the increase or decrease for the yeur in each item classification. Included on 
that statement is an income and an expenditure item labeled, respectively, 
“Specific purpose contributions” and “Specific purpose expenditures.” These 
were contributions received from various donors and used specifically for the 
following purposes: 





Expenses of National Convention to San Francisco Council__..------ $6, 550. 00 
eerenenene Ware ee) fe ee a ee iadebeee seeds 7, 075. 00 
Hotel bill of families and crew of Nautilus_.._._._._..-..----------- 1, 392. 84 
Design and art work on a letterhead_____-~-~- bie 200. 00 

I BE Ee cineca sen wstdtanmnadeentcdade 15, 217. 84 





The amount shown as “Navy magazine” expense does not include any salaries 
cost; “Salaries” are separately stated. 

In summation, expenditures for the year exceeded income and resulted in a 
charge to benno of $8,621.98. 

Respectfully submitted. 

xs D. N. BuRNHAM & Co., 
(Signed) D,N. BuRNHAM, 
Certified Public Accountant. 
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ExHis1t A.—Navy League of the United States, comparative balance sheet at the 
dates indicated 















































Mar. 31, Mar. 31, Increase 
1959 1958 (decrease) 
ASSETS 
Qurrent assets: Cash: 
ND DOQGNIOE INO oo no hil acdowndoncnceccceceseesnes $17, 813. 42 $34,401.17 | ($16, 587. 75) 
Interstate Building Association. -.-_-...........-..-.----.-- 10, 000. 00 10, 000. 00 |...-..-------. 
Southern Federal Savings & Loan Association. -_........-. 10, 000. 00 10, 000. 00 |----..---2.--e 
Riggs National Bank, life membership-.--.-...............- 1, 363. 09 1, 601. 72 (238. 63) 
ey ORE WIRING 35 on 56 BAA FD <odeweesvcesecececsaes 123. 60 50. 00 73. 60 
ee pee ee Sens eens etre ree 39, 300. 11 56, 052. 89 (16, 752. 78) 
ES SENNNNDS. 85... nals Shi Sb Kah nundetesesesecnscensins 327. 174. 03 153. 63 
EE Aaa onic aa deincacdaacscssecessunuqnee 425. 00 GH OE Aecacnanticha<ce 
Prepaid advertising commissions_.................---..--- 8) eee 268. 88 
ny CU OR oie 54s, scwdoneenatinecosensesas 40, 321. 65 56, 651. 92 (16, 330. 27) 
Investments at cost: 
EN EE LLL N LLL LS SLIT 40, 551. 90 ( 2 Ny ieee 
Life membership (schedule 2)....................-.......- 36, 924. 43 28, 685. 80 8, 238. 63 
Sn GN ORNNNINNOR, So d.46. deeiscncedeucccsessuudneuesas 77, 476, 33 69, 237. 70 8, 238. 63 
Other assets: 
I CNG OUONOS Sc. 555 te Steed dnbase do ccncaboces 6, 902. 54 6, 491. 40 411.14 
Less allowance for depreciation... ............---------.-.- 3, 931. 75 3, 058. 82 872. 93 
Sy GE GI Scales tbataavcccsedbonsanaaenpuanuninnn 2, 970. 79 3, 432. 58 (461. 79) 
TINS... cacbimnatiidinnimciigeinniebinnenkmokwbaen 120, 768. 77 129, 322. 20 (8, 553. 43) 
LIABILITIES 
Current liabilities: 
Employees’ tax withheld_........................-.---..-. 667. 73 658. 43 9. 30 
Social security taxes payable......................--.....- 80. 32 138. 44 (58. 12) 
Employees’ hospitalization escrow. ..............------.-- oO ) Saar 54. 90 
Advertising commissions payable-.--............-.-.----.. OT bicivichaad-duue 62. 47 
FR ER a oe SN 865. 42 796. 87 68. 55 
Net worth: 
NS | a 128, 525. 33 115, 596. 88 12, 928. 45 
Plus excess of income over expenditures (exhibit B)_.....- (8, 621. 98) 12, 928. 45 (21, 550. 43) 
EE ee ae ee 119, 903. 35 128, 525. 33 (8, 621. 98) 
Total liabilities and net worth...-...........-..-.-.-.-. 120, 768. 77 129, 322. 20 (8, 553. 43) 
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Exurit B.—Navy League of the United States, comparative statement of incoine 
and expenditures for the periods ended Mar. 31,1959 and 1958 

Other ¢ 

as Me 

Income 1959 1958 Increase 1 Art 

(decrease) oe 

oe Na 

From membership subscribers: Na 

New memberships (regular) -..-....-..------.------------ $74, 244. 00 , 382.00} $15,8629 Ac 

Renewed memberships (regular) ...............--..------- 154, 241. 00 134, 199. 00 20, 042.00 | No\ 

Life worep ies SS ot Cees cad ssnccéccsscssseanks 9, 900. 00 7, 900. 00 2, 000. 00 Na\ 

Corporate memberships............---.------------------- 8, 500. 00 2, 500. 00 6, 000. 00 Spe 

LL 
Gross membership income.......----------------------- 246, 885.00 | 202, 981. 00 43, 904.00 | T 
Less refunds made to councils for— Rare verse 3 Te T 

er cna ddncabscceaestecsed 87, 682. 00 76, 464. 00 11, 218, 09 

I Cd ee cc cccccusaa 1, 750. 00 1, 500. 00 250, Navy n 

Refunds made to regional presidents..............-.------ 6;19ROO 1. 2S 6, 125.00 oa 
GE STII. 9. cntercbsenacdescscesosisadeccess 95, 557. 00 77, 964. 00 17, 593.0 Tr 
Net membership income.....-.-.--.-.------------------ ~~ 151,328.00 | 125, 5, 017, 00 26, 311.0) Lame 

Other income: ant pa Less 

Ls een emagsoin 374. 96 7.7 367, % B 

Contributions, miscellaneous _-................--.-------- 266, 21 9, 133. 58 (8, 867, 37) ‘ 

ee as ls cen ndasiakwedes cienadaasebe d 11.06 (11.06) 

A Bin Bc A URINE, DEINE oc nen nosniceasicesoaws 4, 209. 00 4, 158. 00 51.0 Inc 

Income from investments and deposits............-.--._-- 4, 308. 67 3, 734. 69 573. 8 nec 

a EEE GUE nen ete 1, 186. 85 271.11 915, 74 

peg pg. nee eee eee 2, 356. 12 3, 001. 84 (645.72) ScHED’ 

Net gain on sale of securities_...................---.-.--.- oii oh 1, 681, 47 (1, 681, 47) 

Specific purpose contributions --.-..........-..---.-------- 15, 217. 84 = Se hari sac 15, 217. % 
I a cceuowekcksennucneeeneanena 27, 919. 65 21, 999. 46 5, 920. 19 
ee Lee ey ee ee ee ~~ 479,247.65 | 147,016.46 | 32, 281.1) 

Less expenses (see exhibit B, pp. 3 and 4) 187, 869. 63 134, 088. 01 53, 781. @2 
Excess of income over expenditures---........-...----.-- (8, 621. 98) 12, 928. 45 (21, 550. 43) 80 Nation 

5% Sincla 

1 Increases in this column on this page are favorable. ya 
30 Safews 

150 Gener 

Expenditures 1959 1958 Increase? 70 Southe 

(decrease) 96 Stand: 

33 Ameri: 

$5,000 Sec 

Operating expenses: | 132 Gener 
ne de he SS: . 103. $36, 072. 49 $7, 030.60 | 20 Intern: 

General expense --_..-...- : 15, 201: 99 (6, 504.94) 

i 500. £00.00 j....<.scsanne Bal 

Telephone and telegraph 7.6 4, 525.71 1, 641.4% 

SE EY CRE CIID ee iiciccicmncotnnnccenenscctncncwne 677. 44 1, 603. 66 (926, 22) | | 

I al cecinterinn anions 11, 033. 93 11, 066. 01 (32.08); . ! Fund 

si“ = On aa 3, 230. 12 3, 345. 98 (115, 86); bonds. 17 

2 ESR eae 11, 266. 50 6, 583. 20 683,30) 4 $s] 

SSS a ee eee eee 1, 415. 50 1, 583. 40 (167. 90) 

a isihinlciaincatl 4, 805. 25 3, 752. 00 1, 053. 

SEES Se A SE ee emcee 11.00 83. 59 (72. 50) 

Taxes: 

District of Columbia U.C_....---.----. siiaciaeiaiintlipelaies 24. 32 26.71 (2. 39) 
District of Columbia personalty_......-.......-.-.-..- 161. 74 159. 40 2.34 
LES EL ETN CE a 676. 13 726. 45 (50. 82) 

a LS Ea a a 511. 97 341. 08 170. 89 

ie lcs kite di acciiaanemndadanta iment 1, 401. 35 1, 196. 13 205.22 

Contributions to secretary’s retirement fund_............- 1, 200. 12 1, 140. 43 59. 60 | 
I ee _ , 883. 16 __ 83, 908. 23 6, 974.8 
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Expenditures 1959 1958 Increase ? 
(decrease) 
ther expenses: 

° NS EE: ERS RES TE PE Ee SR St $12, 358. 64 $3, 582. 13 $8, 776. 51 
SE SROGOR RAT WONG, ccwckocdnenenswanntesdsqnatiinddnas 829. 934. 13 (104. 15) 
OOF DOF desis cede cowewess ou cuwvewierecwers~edeetutebe 456. 67 431. 43 25. 24 
Navy League buttons and awards..................------ 8, 520. 80 3, 541. 89 4, 978. 91 
eg gh RL As CERES ees es See ee 1, 006, 70 8, 709. 71 (2, 703. 01) 
Navy Buddy and Sea Cadet. -_........-..-....--.--....-- 955. 96. 90 858. 40 
(ND PEER) eB ebacninwacaenasaasscumeacteuee 2, 192. 67 1, 723. 02 469. 65 
ee eee Bt eer ern e 108. 50 30, 773. 87 (30, 665. 37) 
Navy magazine (see detail below) .................-------- 51, 339. 37 1, 386. 70 49, 952. 67 
Specific purpose expenditures. ............-.---.---------- 16S ONY... Ws ost 15, 217. 

"DOCG GEG? GRIGIO, So. 5 ww cscewccceccccencecsstacacc 92, 986. 47 46, 179. 78 46, 806. 69 
Dotal eupemalIONeeo sie opecssaeasesssurwscesosseesscs 187, 869. 63 134, 088. 01 53, 781. 62 
Navy magazine expense analysis: 
SRMNATIO COURS ooo Son coro oe botnnkeeeessnsbbesessctspacnt|socesensassceuheebeaneseee 79, 591. 00 
BOON © OUDONG ican < gecets bo ceccdscccasesecbabiebncdsve$esss wisscnsccdeusete.cellem 2, 069. 24 
MN 22 de ecscabecctebscsctlenwscniusctacuesccsscksinestloonewstdetouda essauliglicd 81, 660. 35 
mae Supmerintions atid Gales a). 6c secs ncssseccsccsesucest lecésnguusataow C3. 004. oes. 
| a es er eee er ees SR COROT ike Raa. 
BOOS COUMMMMAMONS DONE os 6 icin ccccccascccsadesscccesasaes 2, 300. 29, 707. 63 30, 320. 98 
Balance shown as Navy magazine expense above. ..-...|..............]-.--.-...----- 51, 339. 37 














SIncreases in this column on this page are unfavorable. 


SCHEDULE 1.—Navy League of the United States, schedule of investments, as at 


Mar. 31, 1959 
GENERAL: ON HAND APR. 1, 1958 














Shares Date Cost 

I SPUN 65 caccdninbbevas bbosbboneebnclawmeiddedadotubaliasucesatein June 22, 1955 $2, 148. 81 
ON EEE ey a a Ee US TNE 2, 827. 18 
NODES CORE SIME OOS on calc cewccncsdductuddbuuucbisbouusdusudeacubn June 23, 1955 2, 519. 05 
ET ECT TIT TE Eee AES OM <d owe 2, 879. 25 
inca coacngn udibnpewheemeppboenesge been June 27, 1955 2, 924. 48 
STG: BEOOOTH MMNUOT MIU ing Ble benno chidecddlnns dé bbG pb oghanpewedandieLete do._..___- 5, 132. 02 
RTE 2S: SEES gta: ORAM, ie ge Dec. 19, 1955 2, 493. 20 
% Standard Oil of California (after split)............-...-----..--..--.----- Dec, 21,1955 1, 675. 08 
%3 American Telephone & Telegraph. .....-....-.-..-..........--.-.-.-.-.- Dec, 29, 1955 5, 954. 36 

| $5,000 Scott Paper Co., 3 percent convertible bonds-_...............-.---.--- May 1, 1956 5, 542. 50 
| 182 General American Transportation. -.........-..-....--.---..--..-------]-.--. Mciicc. 43 1 5, 684.17 
Pe. aad aniaivencedsanasioaaam Jan, 28, 1957 771. 80 
Beente 06 Wii, Gh. IOGD., o6 a cinswndtsckicidibbbesdadeatedes te Oe ee 40, 551. 90 





1 Fund holdings at Apr. 1, 1958, included $5,000 of General American Transportation 4-percent convertible 
bonds. These were converted during the year into 66 shares of General American Transportation stock. 





30 | Astock split occurred after this conversion and 66 additional shares were received in January 1959. 
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ScHEDULE 2.—Navy League of the United States, schedule of investments as at 
Mar, 31, 1959 bers b 





























LIFE MEMBERSHIP: ON HAND APR. 1, 1958 'fense 
__.. | war t 
Shares Date Cost the w 
porta: 
Serene Mines PONE ce ose ro 25 <5 55-2 oo sce eo eee e ees July 24, 1953. _..- $1, 720. 85 vith | 
60 Standard Oil of New Jersey (after split)_...._._--- RRR R LE Aug. 24, 1953...... 1, 516, 53 
50 Standard Oil of California (after splits and dividends) ----_--- asa. Oct. 31, 1953_-..-_- 116713 koose 
2 American Telephone & Telegraph. --.--.-..-....--------------------- Feb. 24, 1954...._- 282. 36 of the 
et ei 8 ooh rene nen anconsnces sone = day Mar, 11, 1954...... 2, 307. 82 
8 American Telephone & Telegraph. - -- Feb. 8, 1955_.....- 1,409.73 ¢eSSOr 
20 United Gas Corp. ...........-....- Apr. 7, 1955_- 687. 40 
10 Potomac Electric Power__..__-___- Rae: ET 195.00 Navy 
4 American Telephone & Telegraph... -.--........-.------------------- Aug. 9, 1955. ..---- 755, 24 fense 
45 Beatrice Foods Co. (after split).....---.---- EER PIII Ee 2 Feb. 16, 1956. _..-- 1, 487.94 i 
rir cnanntban<accerecscececensecceoenes June 21, 1956... --.- 1,072.88 Thr 
6 American Telephone & Telegraph- ---------- : es) UU 600. 00 : 
tie Tot """"| Feb. 8, 1957......- 2,485 42 flouris 
Ten eo cnseeneancompecsbncsbos ae gar rere 1, 270. 73 50 Sti 
eh Ait Ei datratigidit acbnncatasacdcatencasnus ..| October 1957__-.-- 1, 010. 66 : 
50 Montgomery Ward__._....--_------- BS tae Sn eS BR: 1,741.4 Ameri 
SE ee eee oe eae a 1, 797. 56 
30 Worthington 414 percent preferred _--.-...--.....----------------.- 2, 607.99 and WwW 
20 United Aircraft 1956 preferred... _ _ ---- 1,811.0 the ex 
20 Clark Equipment Co--._-......-...-- Et uubigneceees 692. 51 - 
a ntacensvaéneesvasssorrenwsQeedsnvesoshele Gis 512.4 Capit 
ee cua cdo cdneutaeeonansaccwien ee | RE et 952, 46 
$600 American Telephone & Telegraph 444 percent bonds.....__.____-- Feb. 11, 1958. _.. 600. 00 has ev 
a cic caldaw suing ae nemiaimenwamiadna wen 28, 685, 80 ward. 
Acquisitions in year ended Mar. 31, 1959: The 
6 American Telephone & Telegraph, bond held was converted and | May 1958-__.------ 255.16 
net cash outlay was. mainte 
oO ons ad uebnebaeaaddouie August 1958 _ 2, 587, 47 to 
12 Northern Pacific Railway (dividend) -.-._...-._- bt} tek decken _....| December 1958 __. .00 par oO 
28 Northern Pacific Railway. _-_......-.......-.---.--- eee a 1,430.61 the Ay 
70 Manufacturers Trust Co. of New York. _.-.__.__--- Pacem Feb. 3, 1959_ .. -_- 3, 965. 39 kee ‘ 
___—_—— ,) 
ee celine ous eeeendemtaheaet ean bamubrnes 36, 924. 43 Third 
’ 
infor 


Mr. Courtney. Mr. Jameson has a prepared statement, and under To 2 
the rules of the committee may he proceed in order, Mr. Chairman! lowing 
Mr. Héperr. Proceed, without interruption, until you conclude, at or AC 
which time Mr. Courtney, and then the members, will question you. _ patriot 
Mr. Jameson. Mr. Chairman, I know the work before the subcom- comma 
mittee is a great deal. Would you prefer I just submit this statement! the loc 
Mr. Hésert. No. sir. citizen 
Mr. Jameson. All right, sir. each ni 
Mr. Hénert. We prefer that you read it in order that we may ques- localit; 
tion. And we may also have an opportunity of knowing the position The. 


of the Navy League. commu 
Mr. Jameson. Yes, sir. portun 


My name is Frank Gard Jameson, I am a resident of Pasadena, Los and scl 
Angeles County, Calif., and am at present the national president of the additic 
Navy League of the United States. I greatly appreciate the oppor- naval — 
tunity of appearing before your subcommittee for the purpose of mak- hand k 
ing a statement concerning the Navy League of the United States and The 
my connection with it. _ Corps | 

I am a stanch believer in the public’s right to know and, considering Sea Cs 
the field of inquiry in which your subcommittee is presently engaged, progra: 
I feel that it will serve a useful purpose to include in the record a few terest ‘ 
basic facts concerning the Navy League—even though I am sure that teach t 
most of you gentlemen are well aware of the league and its objectives. The 

The Navy oe was founded in 1902 with the encouragement # well 


and cooperation of President Theodore Roosevelt. Its founding mem- oe 
It 
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| 


* at bers believed then, as we do now, that in order to maintain a sound de- 


‘fense posture we must have the ability to control the seas in time of 
war to assure access for our country and our allies to the sealanes of 
the world, and at the same time deny them to any enemy. The im- 

rtance of seapower is increasin daily and will continue to do so 


loa 


oss with the advent of the fleet ballistic submarine. When Theodore 
zig Roosevelt received the Nobel Peace Prize, he donated a substantial part 
2.38 of the cash award to the Navy League. He believed, as did his prede- 
09.73 «essors, and certainly President Franklin D. Roosevelt, that a strong 
ig 40 Navy is synonymous with, and indispensable to, sound national de- 
755. 24 nse. 

ms Throughout the succeeding years the Navy League has grown and 
ne estished and today includes more than 26,000 members in all of the 
3 40 States and in many foreign countries. All of its members are 
741.4 American citizens and volunteers who serve without compensation, 
wo, and who pay their own expenses in order to attend meetings. With 
sw) the exception of a small headquarters staff maintained in the Nation’s 
5124 (Capital, no president, director, or officer now receives, nor in the past 
a. has ever received, any compensation or promise of any favor or re- 


ward. 

The objectives of the Navy League are threefold : First, to foster and 
maintain interest in the U.S. Navy and Marine Corps as an integral 
) part of a sound national defense. Second, to constantly keep before 
490.61 the American people the role of seapower in the nuclear age and to 
—— keep our members abreast of the problems our defense planners face. 
Third, to assist the Navy in any way possible in the fields of public 
information, recruiting, and community relations. 
nder To accomplish these objectives, the league has undertaken the fol- 
ian! lowing national programs: The Advisory Council on Naval Affairs 
e, at or ACONA was founded in 1954 as a nationally organized group of 
mu. patriotic citizens, acting as civilian advisers on naval affairs to the 
om- commandants of the naval districts—when requested to do so—at both 
ent! the local and national level. This group is composed of leading 

citizens in the various fields of endeavor in the community. Within 
each naval district ACONA is organized into committees based on the 
yues-| locality where members live and work. 
ition The shipmate program has two main objectives: To provide in each 
community a member of the Navy League who is cognizant of op- 
portunities in the naval service and who will be able to apprise boys 
, Los and school counselors of the advantages of a career in the Navy. In 
f the addition, it provides these same young men with opportunities to visit 
ypor- naval vessels and installations, in order that they may have first- 
mak- hand knowledge of this great Navy of ours. 
;and The sea cadet program is comprised of the Navy League Cadet 
Corps for boys from 12 through 13 years of age and the U.S. Naval 
ring Sea Cadet Corps for boys from 14 through 18 years of age. This 
seed feegram is designed to encourage American boys in developing in- 
. few terest and skill in basic seamanship and its naval adaption and to 
that teach them patriotism, courage, self-reliance, and kindred virtues. 
tives. The league publishes Navy, the magazine of seapower, monthly, 
ment # well as other pamphlets and releases approved by the national 
mem: ¢xecutive committee. At present we are publishing a pamphlet en- 
titled “Project Alert,” which describes a community conducted cam- 


4 
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paign in Lubbock, Tex. In addition to presenting the facts of oils ki 
munism, its history, methods of operation, and objectives, it also 2®<!™ 
points up some of our national shortcomings and weaknesses. the p! 
Other programs include the sponsorship of Navy Day, the day on becom 
which the civilian population joins with the Navy League in honor. . Inn 
ing the men and women of the U.S. Navy. In addition to nationg] #5. 
programs, special projects are carried out by each of our 200 local know 
councils, or] i 
The membership of the Navy League is civilian and members of "%¢ “€ 
the Armed Forces of the United States are not eligible for membership lf 
while serving on active duty. be h 7 
I sincerely hope you will not think it unseemly if I indulge for 4 The 
few minutes in personal data. I was elected president of the Na about t 


solved 


League on May 8, 1959, by action of the board of directors at the 57t it is tr 
annual meeting in Philadelphia, Pa. Prior to that time I had served at ved 


as president and secretary of the Los Angeles Council, president of ° Th 
the 11th region, national director, and a national vice president for buil di 
5 years. 7 | 
ved World War ITI, I was an officer in the Navy, terminating my he 8 
active duty in 1946 as a lieutenant (junior grade) after serving as an "Th ¥ 
engineering officer on a small aircraft carrier. My wife also served h rs 
as a Wave in the Navy during the war. I ama graduate of Stanford ““S?™% 
University and attended the California Institute of Technology and hike 
the U.S. Naval Academy for a 90-day officers indoctrination course, ro es 
After the war I set up several small businesses in California because js 
I strongly feel that there was then, as there is now, more opportunity “M0 
for private enterprise to develop new products than there has ever °° 
been in the history of our country. After some successes and hard P*Pets 
times, an associate and I founded Pacific Automation Products, Ine, aha 
in 1955. This company designs cables as a basic component of elec- rn a 
tronic systems on guided missiles, computors, atomic energy installa- to be “ 
tions, aircraft, and automated machinery. Employment in our com- well kn 
pany has risen from 5 to over 1,000. Nasa 
When I became aware of the fact that I was being considered 8 Ain Ro 
president of the Navy League, and, knowing that I could not serve catalyst 
two masters, I resigned as president of Pacific Automation Products, alae . 
Inc., in order to devote my full time and energies to the Navy League, that an 
At the present time I have no future business management plans. ama 
Since assuming the presidency of the Navy League in May, I have’, vee 
visited councils in Phoenix, Ariz.; Sacramento, Calif.; Reno, Nev.; Nati 
Detroit, Mich.; Portland, Maine; and four councils in the State Thecas wh 
New Jersey. During the past 10 weeks, I have spent approximately py), ‘a 
half of my time away from home on business for the Navy League. rites 
I should like, Mr. Chairman, with your indulgence, to say a brief dnt 
word regarding the subject of your investigation. You will recall, T heli 
I am sure, that when we became engaged in World War II, the Gov-'’4 au 
ernment and the services were frantically looking for manufacturersyn gy 
who could produce military hardware for the arsenals of the free vailab! 


world. The basic problem was getting those people together wh0pnq tha 
had the specifications and requirements and those who had the know- yy, yj 
how to produce the end item. I recall one company in the Midwest yf, ¢ 
manufacturing electric fans that later became one of our largest pro yy. ] 
ducers of gun turrets for aircraft. Another company which had beety;.y ¢,, 
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oMm- aking baby buggies, switched to manufacturing airframes. Today 
also the problem has been magnified thousands of times over and has 
become more involved due to modern, complicated weapons systems. 
y ON “In my experiences as a businessman, I have found that many good 
hor: ems have been lost to national defense because the maker did not 
onal know where to take his product. Also, much time and money has 
ocal been spent by private industry in running up blind alleys in research 
and development programs. Many of these problems are now being 
solved by those dedicated, retired officers who served our country so 
well for so many years. 

There have been many statements flying around in the past months 
about this word “influence.” Retired officers have stated and, I believe 
mth it is true, that there is nothing as dead in the Pentagon as a retired 

. oficer. If they have any influence, it is the influence of logic and not 
t of of personality. ; pierre 
f The Navy League has, from time to time, supported certain ship- 
10 ‘building programs, such as the proposed increases in our attack car- 
rier strength, but never has the league made any effort to determine 
who builds those ships. 

The Navy League, through the Advisory Council on Naval Affairs, 
rved has attempted to find positions for those officers retiring from the naval 
ford service. These officers are sought after by industry, because they can 
contribute not only engineering and technical know-how, but, in addi- 
“* tion, they are highly skilled in administration and management. Fur- 
Aus? thermore, they have had firsthand experience with equipment under 
nity service conditions. One need only read the help wanted ads in news- 
ms. papers and trade journals to see the great need for such talent. 
= ih conclusion, Mr. Chairman, I would like to state publicly that I 

am personally opposed to any additional legislation prohibiting re- 
‘lla tired officers from working with defense industries. If legislation is 
to be considered, it should be aimed at uniformity in the law. As you 

" well know, at the present time there is one law regarding retired offi- 
sd as °S of the Navy and another for retired officers of the Army and the 

“Air Force. It is my belief that these men, serving as a much-needed 
ie catalyst in industry, are making great contributions to our national de- 
ucts fonse, I am sure that your subcommittee realizes the adverse effect 
‘Ue that any discriminatory legislation would have on the morale of the 
* young officers in the armed services. It could lead to the premature 
have separation of many of our highly qualified officers. 
Nev.; “National defense and defense production can best be served by per- 
te ; sons who know what the services need in the way of military hardware. 
ate Y They are well aware of the capacity of various producers to meet their 
b requirements. Whether or not such a person has in the past served his 
call country in the Army, Navy, Marine Corps, Air Force, or Coast Guard 
G ‘ns, [believe, immaterial. 
‘Gow “Again, Mr. Chairman, allow me to thank you and the members of 
your subcommittee for this opportunity to appear before you. I am 
> tavailable to answer any questions, to the best of my ability, which you 
_Whand the members of your subcommittee might have. 
oe Mr. Hépert. Thank you very much, Mr. Jameson. 

wes: Mr. Courtney. 
fae Mr. Jameson, you had an additional statement, did you? Do you 

wish to cover it now ? 
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Mr. Jameson. Mr. Chairman, I would like to add a comment that 
there is an inherent inconsistency in the action of the House and Sen. | 
ate this week in passing legislation which would authorize a gratuity 
of $2,000 to Navy and Marine Corps officers compelled to retire before 
the mandatory time, as compared to various proposals made to this| 
subcommittee limiting retiring officers’ right to seek employment. The 
announced purpose of this so-caled hump gratuity was to tide over 
these officers of the grades commander and captain, lieutenant colone| 
and colonel, until such time as they could find new employment. [, 
for one, believe that it was a realistic recognition of a grave problem, 
And yet proposals have been made here which would have just the 
opposite effect; they would specifically deny an opportunity to this 
category of officers, and many more, to obtain gainful employment in 
fields in which they are qualified by training and experience. 

Officers who graduate from one of the service academies have a 
splendid engineering background, which is enhanced by years of 
experience, and, in some instances, by further schooling. Is it not 
natural, then, that they would seek jobs where this training and expe- 
rience could be put to immediate use rather than bya are. Pea to sell 
life insurance, men’s clothing, or some other commodity, or, perhaps, 
enrolling in law or medical school for a professional career ? 

Of course, my remarks do not apply to legal specialists, doctors, and 
others who may have specialty designators, but I do think that they 
are applicable to a sizable segment of officers who will retire in the 
future. 

Mr. Hésert. I may point out there, Mr. Jameson, before Mr. Court- 
ney examines you, in order to keep the record correct, there is no 
legislation on the books now that prevents an officer from going to 
work for a defense contractor, except in the area of selling, for 2 years. 

Mr. Gavin. The Navy 

Mr. Hésert. The Navy for life. 

But any individual now who retires from any of the three services 
can go into private industry, defense industry, without fearing vio- 
lation of any law. 

Now, what the Congress has done, that you mentioned, is a matter 
not before this committee. It is another area of legislation. 

I recognize, however, that it does multiply the problem that con- 
fronts us, and we may come up with such an answer. But I again re 
iterate and emphasize that the purpose of these hearings is not for 
punitive legislation, but for corrective or remedial legislation, if nec 
essary, and also to clear the atmosphere of the cloud that has been 
hanging over this particular field for so many years, as evidenced by 
the action of the House, the Appropriations Committee, and state 
ments by people outside of the Congress itself. | 

So I merely make this comment in order to keep the record straight. 
Any man that retires now can get a job tomorrow morning in 4 
defense industry, if the defense industry will hire him, provided he 
doesn’t sell. 

I won’t go into the definition of “selling” at this time, but merely to 
point up what the record is, the law is. 

Mr..Jameson. Yes, sir. 

Mr. Héserr. Mr, Courtney. 
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Mr. Courtney. Mr. Chairman, so we may point it in the record at 
the moment—and verify this, will you, Mr. Jameson or Mr. Gilman, 
whichever one chooses ¢ 

Mr. Gavin. Will the counsel speak just a little louder ? 

Mr. Courtney. The total income last year of your association came 
from dues—membership dues, and renewals of membership dues—and 
amounted to $246,885 ; is that correct ? 

Mr. Gitman. Yes, sir. 

Mr. JAmMEson. We made refunds for local council. 

Mr. Courtney. Iam coming to that. 

Mr. JAmMEson. Yes, sir. 

Mr. Courtney. Now, of that amount the Navy League redistributed 
or distributed $95,557 to the local organizations for their use, and this 
is beyond—those expenditures; if any, would be beyond the control of 
the league, as such; isn’t that right ? 

Mr. Jameson. That is correct, sir. 

Mr. Courtney. So that your budget and total income or operating 
funds for 1959 were $151,000, the remaining balance? 

Mr. Jameson. Yes, sir. 

Mr. Courrney. Now, no part of your money has been spent for 
lobbying or other activities; isn’t that correct ? 

Mr. Jameson. No, sir—well, other activities, not for lobbying. 

Mr. Courtney. All right. What are the other activities ¢ 

Mr. Hépert. May I interrupt, Mr. Courtney ? 

For educating ? 

Mr. Jameson. Yes, sir. 

Mr. Héserr. I mean, do you expend any funds for educating? 

Mr. Jameson. We certainly are, and for putting the Navy right 
before the public. 

Mr. Harpy. Specifically the Congress? 

Mr. Jameson. Sir? 

Mr. Harpy. Specifically the Congress ? 

Mr. JAMESON. No, sir. 

Mr. Harpy. You don’t educate the Congress ? 

Mr. Jameson. We would like to make our views known to the Con- 
gress, as American citizens, which I am sure they all are, very 
patriotic. 

Mr. Harpy. But you don’t put that tag on. I mean just because 
we are Members of Congress, you don’t give us special courses ? 

Mr. Jameson. No, sir. We certainly hope we can give your con- 
stiuents the information we would like you to know. 

Mr. Harpy. You are doing a good = 

Mr. Jameson. Yes, sir. 

Mr. Hénerr. We will get to that feature later. 

All right, Mr. Courtney. 

Mr. Courrney. Mr. Jameson, I notice you identified yourself with 
the Pacific Automation Products, Inc. Is that a defense contractor ? 

Mr. Jameson. Yes, sir. 

Mr. Courtney. And with whom do they hold contracts—does this 
company hold contracts? Which service? 

_Mr. Jameson. They hold a contract with each service, as second 
tier contractors in most instances. 

Mr. Courtney. You mean you are subcontractors? 
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Mr. Jameson. Yes, sir. 

Mr. Courtney. Now, you spoke of having removed yourself from 
the management. Youstill have stock in this company ¢ 

Mr. Jameson. I sold about three-quarters of my stock. I am about 
the third or fourth largest stockholder now. I was the largest stock- 
holder when I was operating. I founded the company. 

Mr. Courtney. Well, do you have any option to repurchase it? 

Mr. Jameson. No, sir. 

Mr. Courrney. And the remaining quarter—where is that, or what 
are you doing with it? pi) 

Mr. Jameson. I just keep it as an investment. I think it is a good 
firm and I have confidence in it. My stock was sold, under the SEC 
rules, as a public distribution. 

Mr. Courtney. I didn’t want to go into that. I wondered why it 
was in your statement. That is the reason for the question. I won- 
dered why the reference was in your statement. That was my ques- 
tion. 

Mr. Jameson. To the corporation ? 

Mr. Courtney. Yes. 

Mr. Jameson. I believe it is interesting that this subcommittee is 
investigating (1) defense industry and (2) the other, and I certainly 
didn’t want to hide anything from you. 

Mr. Courtney. Now, yesterday we had some discussion with the 
Air Force Association, in which your league was identified and 
planned some collaboration. That is my word and not yours. 

Mr, Jameson. Yes, sir. 

Mr. Courtney. If you will accept “collaboration,” fine, we will 
proceed. If you have another word of rejoinder, why, you give me 
the word. 

Mr. Jameson. We strongly believe in the roles and missions of the 
Defense Department and not necessarily the roles and missions of 
any single service. 

Our Navy League members—on our membership card is pointed out 
that we are for the national defense of the country. We believe in a 
balanced service. I certainly believe in a strong Air Force and a 
strong Army and a strong Navy. 

Sometimes people don’t understand the other services, or in an 
organization such as the Navy League, or the Air Force Association, 
or the Army Association, they have a tendency to think only of their 
own service. 

It was my opinion that we should understand what the other services 
do, in a better way. 

I went to Secretary Douglas, and to Mr. Schenk, president of the 
Air Force Association, and to General Lemnitzer, and all of these 
gentlemen were in complete agreement that it would be very good for 
their groups and our groups—and it was not just between the Air 
Force and the Navy. Itisthe Army 

Mr. Courtney. Well, I have only heard from the Air Force. 

Mr. JAmMEsoN. Yes, sir. 

Mr. Courtney. I could only—— 

Mr. Jameson. Well, they all agreed. And they are going to take 
our executive committee, and we theirs, and show them the need for 
each service. We are going to meet, I believe, in Omaha, the Navy 
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i. executive committee, and we hope at Aberdeen. The Air 
| Force and the Army will be taken aboard an aircraft carrier, and I 
'ym sure when they come back they will see the need for these fast 
varriers and will be stanch supporters of it. 

Mr. Harpy. You are an optimist. 

Mr. Jameson. Sir? 

Mr. Harpy. You are an optimist. 

Mr. Jameson. I have seen it happen, sir. I have seen it happen 
shere you take these men out and if you go down below and watch 
those boys coming aboard, and making their strikes way out over the 
Mississippi, and come back at night with no lights, it makes a believer 
out of anybody. 

Mr. Harpy. I hope it is an accurate forecast. 

Mr. JAMESON. Yes, sir. 

Mr. Courtney. Mr. Jameson, having heard the statement of the Air 
Force Association, and its doctrines enunciated very forcibly yester- 
day, do you subscribe to the idea or are you prepared to accept the 
doctrine of the single chief of staff? 

Mr. Jameson. No,sir. I think that has been proven by the military 
history of the world, in Germany and other places. I think we have 
asingle Commander in Chief that sits in the White House. And we 
have each service with its own definite mission. Admiral Holloway 
expressed it very well in the Lebanon landings, when he said “The 
Marines landed, but if they had had to go 10 miles more inland it 
would have been an Army job.” ‘That is the Army’s qualification. 

Mr. Courtney. Now, knowing the very emphatic position which 
was stated yesterday of the Air Force Association on the single uni- 
form and the single service, are you prepared to accept the doctrine 
of the Air Force on that subject ? 

Mr. Jameson. No, sir. 1 agree with Mr. Gavin, when he said they 
split up themselves away from the Army and now to go to one it seems 
isa little inconsistent. I believe we are very well off the way we are. 
‘I think we need a balance of each one. 

Mr. Courtney. Now, with reference to this membership—I want to 
be very clear on the record. As I understand your statement here, no 
officer of the Regular service is a member of the Navy League? 

Mr. Jameson. That is correct, sir. 

Mr. Courtney. Now, with respect to these juniors here, this—I hava 
forgotten what you call it. 

Mr. Jameson. Navy League sea cadets, sir. 

Mr, Courrnry. Yes. Do they pay any dues to the association, or 
isthis a free and voluntary subscription, the sea cadet plan ? 

Mr. Jameson. They pay no dues to any association. They pay $1 
each for insurance, in case they get hurt. I was out last weekend with 
agroup of them on the 110-foot schooner the boys have and are oper- 
ating very well, like the windjammer that the Norwegians operate, 
and this Belgian ship that is in port right now. If you can see the 
boys 100 feet up on the deck, the insurance is well taken, and the 
training is wonderful. 

Mr. Courtney. In any event, then, the only subscribers or the only 


contributors to your organization are outside of the Regular service 
atall times ? 
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Mr. Jameson. That is correct, sir. There isa bill before the Senate} Mr 
called Senate bill 1380, which we are actively hoping will be passed Mr 
that will enable the Navy to help the sea cadets in the U.S. naval se) Mr 
cadet program as the Air Force helps in the civil air patrol cadets, | of cot 

Mr. Courtney. Your charter, then, comes from the Congress? | Mr 

Mr. Jameson. It will come, sir. It hasn’t come yet. Mr 

Mr. Courtney. Now, just coming over to your observation on pag descr 
8,Mr. Jameson. In the very last sentence you state “There is nothing folloy 
as dead in the Pentagon as a retired officer,” and you introduce thy Mz 


conclusion by stating: Mr 
National defense producers are running up blind alleys in research and develop Mr 
ment programs. Mr 

their 


Are you suggesting that these dead people be put into the positio, M 
of seeking out research and development programs? [| Laughter. ] Mr 

Mr. Jameson. The statement was “in the Pentagon,” they don’t hay Mr 
influence. I believe many times a group of oa 





Mr. Courtney. Could you tell us where they do have influence! = 
This is what we are trying to find out. Mr. 


Mr. Jameson. Yes,sir. You get an ivory tower scientist that come M 
up with an electronic system that is too complicated—it may work Mr 
beautifully, but it is too complicated to be serviced in the field. Ani ra 
in this instance a retired oflicer, be he a lieutenant commander or ap Mr 
admiral, if he has had the proper experience, can go in and say, “This Mr 
may be well and good and it may work, but we could never operate it 4 


; Mr. 
aboard ship or in an airplane because the maintenance would be to 4g, ., 
severe.” Mr 


So I think in this instance that they can be of a great deal of help jy,,, ; 
Mr. Courtney. You mean they are not so dead but that they coul Mr 
open a door or open an ear ¢ Mr. 
Mr. Jameson. Open a door within industry. They can do a grea) yy, 
deal there. And they can certainly open an ear within industry yg, 
I have seen it happen, where a man will go in and tell a scientist thy yy, 
is working on a project, “This is a magnificent project, but, unforty — yp,." 
nately, it isn’t feasible.” So, rather than put more money in it—anl yy). 
money, of course, comes in overhead usually in a firm or a contrad yyy. 
which is defense money. If they can stop that before it gets going@ poly. 
introduce another avenue, it is a wonderful thing. Are 
Mr. Héserr. After it gets going. After the project gets goim jqa. 4] 
after it becomes a reality, would these dead people know how to opé yen 
doors in the Pentagon to get their product before—— $500.0 
Mr. Jameson. I think through logic, not through personalit " py, 
sir. It is always better if you know your subject to go in. I dot} par, 
think any better than a well-qualified man from industry. But} sy» 
think that perhaps they could suggest the cancellation of certal y 
programs, which I think we must do definitely. As we go down tl jgua 5 
road of national defense in several directions, if we find one = We 
not serving its purpose, we must not be afraid to face the Ameritd m4. 
people, the superiors in the service or the Congress, by just choppill onde 


that program off and saying “This is not a proper program.” fore th 
Mr. Hénerr. But they would know where to go in the Pentagd yy, , 
wouldn’t they ? | Mr.. 


Mr. Jameson. They certainly would. 








RETIRED PERSONNEL IN DEFENSE INDUSTRY 447 
a Mr. Héserr. And that knowledge would be used ? 

Mr. JAmeson. Yes, sir; 1 am sure it would. 
] a Mr. Courrnry. Now, if it should result in a sale of a product, that 
| of course would be an accident ; would it ? 

Mr. Hévert. That would be coincidental. 

Mr. Courtney. Or would it be a consequence? How would you 

ag describe it as to what would result, on the contract for the end products, 

Vin following on the activities of one of these dead persons ? 
thy Mr.Jameson. Lam sure it would be a sale. 
Mr. Courtney. That is all, Mr. Chairman. 
Mr. Héverr. Allright. Mr. Gavin. 


J 


vel “Mr. Gavin. I was just wondering what the Navy League—what 
ti their income was from advertising in their magazine, Sea Power. 
i Mr. Jameson. About $32,000, sir. It wasn’t sufficient to cover it. 

-* 


: Mr. GAvIN. Just a minute. 
have Mr. JAMrEson. Yes, sir. 
Mr. Gavin. How much ? 
ence! Mr. JAMESON. $32,000, sir. 
Mr. Gavin. $32,000; that was your total for the year; is that right? 
come Mr. Jameson. Yes, sir. 
Wort Mr. Gavry. What was the Air Force yesterday # 
Ani Mr. Héperr. $500,000, 
whi Mr. Gavin. $500,000. 
~ Mr. JAmeson. Yes, sir. 
rate! Mr, Gavix. You don’t seem to be getting much of the business ; 
be tol do you ¢ 
Mr. Jameson. I might point out, sir, we are amateurs. I notice 
por they said they were professionals. This is a house organ, in effect. 
ol “Mr. Gavin. What did yousay? I didn’t hear you. 
Mr. Jameson. We are amateurs. 


1 grei! Mr. Gavin. Yes, and you said the others are what ? 
ry Mr. Hézverr. They said it. 
wee Mr. Gavin. Oh, they are professionals. 


Mr. Jameson. They said yesterday they were professionals. 
t—al Mr.Gavin. Yes. 
ntray Mr, Jameson. This is just our view. The advertising certainly 
ong" helps. I wish we had more of it. I will be frank to admit that. 
.. Mr. Gavry. You don’t seem to have the sales force in selling the 
oils idea that they have, to produce the results they have. You are not 
to Op even—you are just in aerated and that is about all; $32,000 to 
$500,000. 
onalit) "Do you make any intensive studies on weapons, missiles, or weapons 
‘= hoa technique, or do you follow through on any of that stuff at 
‘all? 


certtl Mr. Jameson. We follow through, sir. We don’t take sides in an 
own tH issue of that kind. 
that} We do if we come across something like the Polaris missile con- 
meri cept, submarine concept, where we feel so strongly that this is a 
hopP4 wonderful missile system. Then we will actively try to put that be- 
fore the American people so they can understand why—— 

Mr. Gavin. For the Navy? 

Mr. Jameson. Yes, sir. 


entag® 
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Mr. Gavin. Would you like to see the Air Force take over the | M 
Polaris system ? M 
Mr. JAMESON. Certainly not. The Polaris submarine, sir, has con- i 
siderably more to do than just fire necessary ballistic missiles. In | game 
other words, it is an operational submarine. It has to go—it is an’ 4 gh; 
integral part of the fleet. It operates with the fleet. There would | mad 
be no way in the world that the Air Force could operate that, in my tives 
opinion, sir. T thi 
Mr. Gavin. But you don’t pursue through the policy of your maga- yy; 
zine and in articles in your magazine, trying to influence anybody on speci 
the Polaris or the Polaris system or its operation, or anything else, “yy 
do you, to any great extent I mean? You might get into that, but My 
you don’t follow that as part of your curriculum in the operation of trove 
your Navy League? Mi 
Mr. Jameson. No more, sir, than a fast carrier task force, and those fy 
other things that we believe are proper for the Navy. I am strongly Vang 
in favor of a balanced budget and I think we have to live withinow yf, 


means. Mr 
Mr. Gavin. Yes. that { 
How much liaison do you have with other associations, the Air Force _pjcgij 
Association, or how much collaboration do you have? Mr. 


Mr. Jameson. We have had none up until now that I know of, al- ation, 
though we are in the same building, the Mills Building. I go down jojq ¢ 
and chat with the fellows and on areas—they are going to help us, gard 
out very much on our anti-Communist drive, our pro-American drive, [ thoy 
to foster and revitalize the integrity and love of country, in each indi- yy, 
vidual city. 





I asked the Air Force Association for their help and they were glad a a 
to give it. ' Mr. 
Mr. Gavin. I think that is an excellent idea, to cooperate along fence . 
those lines. Mr. 
Mr. Jameson. Yes, sir. , Mr. 
Mr. Gavin. But I just wondered whether or not you were getting ign to 
together on any other aspect of this defense program. Army 
Mr. Jameson. No, sir. Mr. 
Mr. Gavin. Do you have any contracts at all with the Army? public 
Mr. Jameson. Yes, sir. The American Ordnance else, si: 
Mr. Gavin. Association. Mr. 


Mr. Jameson. Yes, sir. The American Ordnance Association: We favor c 
discuss things. But we don’t get into is our armament better thad yy, | 
yours. I would prefer to show them what we have and I would very yy, 
much ‘ Force . 

Mr. Gavin. I think your league is doing a wonderful job. If you nog pre 
would just stay with the purpose for which it was organized and CoM Pong, 
ceived and created, I feel that you can turn in a magnificent pe quence 
formance for the Navy. I think—from what little I read here has your ap 
impressed me very greatly. Mr. J 

Mr. Jameson nods.) be, in b 

Mr. Gavin. That you are trying to bring to the attention of th jive jp 
American people the Navy and what it does and how you can Col gynjor 
tribute through youth movements and others to interest the Amerth yf, y 
can people in the Navy, of which we are very proud. freshin, 

Mr. Jameson. Yes, sir. 

Mr. Gavin. I have no further questions. 











RETIRED PERSONNEL IN DEFENSE INDUSTRY 449 


the Mr, Héserr. Mr. Hardy. 
| Mr. Harpy. Thank you, Mr. Chairman. 
‘on-; Mr. Jameson, I want to pursue just for a little bit some of these 
In | same questions Mr. Gavin has just raised. There seems to be such 
3 an q sharp difference in perspective as between the approach you have 
yuld | made this morning and the approach made yesterday by representa- 
my tives of the Air Force Association that there are one or two aspects 
I think we might profitably explore. 

uga- Has the Navy League engaged itself into the promotion of any 
y On specific missile as against another one? 
else, Mr. Jameson. No, sir. 

but Mr. Harpy. You didn’t take any sides in the Nike-Bomarc con- 
nof troversy ¢ 

Mr. Jameson. None whatsoever. 
hose Mr. Harpy. Did you ever try to influence a decision to favor the 
ngly Vanguard system as opposed to the Jupiter or the Thor? 

.our Mr. Jameson. No, sir. 
Mr. Harpy. Doesn’t the Navy League concern itself or consider 
that the Navy should have a position of preeminence in that area of 
‘oree missilry ? 

Mr. Jameson. I might go back a minute. In the Vangnard oper- 
f,al- ation, I at one time, as the national vice president of the Navy League, 
lown told the Secretary that I felt we were lagging a little bit in the Van- 
IP. US guard. I was more critical of us than I was of the Jupiter, which 
rive, [thought was doing a fine job. 
ind- Mr. Harpy. Now, that was the Secretary of the Navy, or the Secre- 

tary of Defense ? 
glal Mr. Jameson. The Secretary of the Navy, sir. 

Mr. Harpy. Well, did you try to influence the Department of De- 
along fense to junk the Jupiter and concentrate on the Vanguard ? 

Mr. Jameson. No, sir. 

¢ Mr. Harpy. Did the Navy League ever seek to build up public opin- 
ting ion to support the Navy’s system as contrasted to the Air Force or the 
Army system ? 

Mr. Jameson. Not as contrasted. We certainly try to influence 
public opinion to support the Navy, but not as contrasted to anything 
else, sir. 

Mr. Harpy. Then it is—you confess to having some prejudice in 

1: We favor of the Navy insofar as a separate service is concerned, I take it. 
> thal “Mr. Jameson. Yes, sir. 

1 ver} Mr. Harpy. And you are not as completely objective as the Air 
Force Association representatives claimed to be. They said they were 
Lf YOU not promoting the Air Force, they were not an association of the Air 
d con Force, They are completely objective. They are just trying to in- 
t pet fluence the public to sell out the Navy and the Army. That is not 
re 2® your approach, I take it ? 

Mr. Jameson. If we are not for the Navy, sir, we have no reason to 
be, in brief. We definitely believe in the balance of power. We be- 

of tht eve in the Air Force and the Army. But our main interest and 

Nn COM support is for the Navy. 

Amer! Mr. Harpy. Well, I appreciate your frankness. I think it is re- 
freshing and very helpful. 
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I think we could have attached more significance if the Air Force | 50] 
ab had been a little franker, instead of trying to beat around the | lack a 
ush and dish out an awful lot of propaganda. Ou 
Now, of course we are susceptible to propaganda in Congress, too, reve 
We weren’t born yesterday. Mr 
There was one comment in your statement. I asked the representa. | Mr. 
tives of the Air Force Association yesterday about the part which they mand 
played in connection with the availability of retired Air Force per- Mr. 
sonnel for industry. Mr. 
Your statement indicates that the Navy League does concern itself Mr. 
with the availability of specialized talent and its accessibility to Mr. 
industry. Mr. 
Now, do you have any specific program of trying to bring these tion 0 





talents to a point in industry where they can be properly used ? were a 
Mr. Jameson. Yes, sir. Mr. 
Mr. Harpy. You dothat definitely and openly ? Oh, 
Mr. Jameson. Yes, sir. asales 
Mr. Harpy. You are not ashamed of it? ested 1 
Mr. Jameson. No, sir; very proud of it. If we can do the country sincer 

good I hi: 
Mr. Harpy. You have helped to contribute something to the defense owned 

effort by doing that, you feel ? was & 
Mr. Jameson. Yes, sir. Mr. 


Mr. Harpy. Do you maintain a file of officers who are retiring or there y 
about to retire who have specialized skills and therefore are going to! Mr. 
be available ? Mr. 

Mr. Jameson. No, sir; we don’t solicit them. tothe: 

We tell the retired naval and marine officers that we have this sery- Mr. 
ice. We help them make out an employment application showing Mr. 
them the best way. We have counseled with management service; Mr. 
And let them make it out and then we send it around to various in Mr. 


dustries who might be interested. compa 
And I might say that it is a broad segment of American industry,, Mr. 
We don't select any special industry. Ino 


Mr. Harpy. Well, but you do receive from prospective retirees in- ing we 
formation about their capabilities which you then send around to} Mos 
possible employers ? ‘men ot 

Mr. Jameson. Yes, sir. We did it for a long while without even 4 Navy 
using their names, and now we put their names in and let the industry and th 
contact them directly. Iwoul 

Mr. Harpy. So the service you perform is to try to see that anin Mr. 
dividual having particular talents is in touch with a prospective em: Me 


ployer who needs those talents ? a 
Mr. Jameson. As many as possible prospective employers, sir. | Oecasi 
Mr. Harpy. Do you maintain or do you keep a record of the results favor | 

of that effort ? Iwill | 
Mr. Jameson. Yes, sir. Mr. | 


Mr. Harpy. Do you know about how many officers who have retired) Mr. . 
and whose personal records or histories you have distributed in indus, Mr. 
try have been employed in the last couple of years? Wweapo) 

Mr. Jameson. In numbers, sir, we don’t follow it that far. We Mr. 
follow it through. The last mailing that went out was 50 and of thos flower, 
13 of the retired officers we received an inquiry from industry on. 
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‘orcs | S01 would say it runs about 26 percent, about 1 in 4 that gets a letter 
1 the |lackaskinghim. ' 

Our reason in making the survey was to determine if it was a worth- 
too, rue project for the Navy League to continue spending money on. 

‘| Mr. Harpy. What is the usual rank of these officers? 

nta- | Mr. Jameson. I would say a commander and a half, between com- 
they mander and captain, would be the median. 
per- Mr. Harpy. That is the average? 

Mr. JAmMEson. Yes, sir. 
tself Mr. Harpy. You have any admirals included in the group? 
yto Mr. JAMESON. Yes, sir. 

Mr. Harpy. Has there to your knowledge been any specific indica- 
these tion on the part of industry that they wanted to employ people who 

were assisting from a sales standpoint ? 

Mr. Jameson. No, sir. 

Oh, I think that probably there might be—a man can be as good 
asalesman as he can be a good engineer. I think they are more inter- 
ested in the man than they are in who he is or who he was. I am very 

intry sincere when I say that. He might be a salesman in capacity. 

I had a retired man working for the fire alarm company that I 

fenss owned. He wasn’t selling to the military, but selling to industry. He 
was a good salesman—a commander. 

Mr. Harpy. What I was trying to understand is whether or not 

ig or there was a deliberate effort, to your knowledge—. 
ngto| Mr. Jameson. No, sir. 

Mr. Harpy. To secure people in order that they would assist in sales 
tothe military. 

sery. Mr. JAMESON. No, sir. 

wing Mr. Harpy. Whether they call them salesmen or not. 

vices, Mr. Jameson. Yes, sir. 

isin» Mr. Harpy. I notice your annual budget is comparatively modest 
compared tothe Air Force Association. Do you do much entertaining ? 

istry, Mr. Jameson. No, sir. 

In our annual conventions, the local councils handle any entertain- 

es in ing we might do. 
nd te Most of our budgets in the local councils goes for taking these young 
men out. The local council pays for it. As you know, if a boy visits 
even 2Navy ship or Navy station, the Navy is not allowed to pay their food 
ustry and those things. That type of entertaining we do a great deal of. 
Iwould say the majority of our budget. 
unin) Mr. Harpy. You don’t know how many cocktail parties, either, as 
e em- {1 organization, are put on by employees of your organization ? 
Mr. Jameson. Not by the employees of the organization; no, sir. 
_ Occasionally when I come into the national office I will return the 
esults favor because I am asked to some of our military people’s homes, and 
Iwill have a small cocktail party for them myself. 
Mr. Harpy. That is more in the nature of a personal proposition ? 
etired’ Mr. Jameson. Yes, sir. 
indus Mr. Harpy. Is any defense contracting business or any specific 
Weapons system ever a major topic of conversation at such a party ? 
_ We Mr. Jameson. No, sir. The other evening we had one at the May- 
‘thosflower, with a few people over, and there were no representatives 
mn. 
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from industry there. They were all—except a few Navy League—of 
my executive committee. 

Mr. Harpy. In all probability you have this information in your 
answer to the questionnaire. I haven’t seen it. But how many em-| 
ployees do you have in your educational program ? 

Mr. Jameson. We have no employees except clerical help, sir, and, 
Miss Collins, who is administrative head of the office in Washington, 
This is volunteer. 

Mr. Harpy. You don’t have any professional employees that enga 
in this educational program which still might be called lobbying— 
and I don’t use that word in an uncomplimentary manner. 

Mr. Jameson. No, sir. Mr. Gilman here was with the Riggs Bank 
in Washington, in public relations, and came with me. But he will 
be out of Washington probably 10 months of the year, traveling with 
me, setting up new councils and carrying this anti-Communist, pro- 
American program on in the hinterlands. 

Mr. Harpy. Mr. Gavin called attention to the difference in your 
advertising revenue as compared with the Air Force Association, 
How do you account for that? You said you would like to increase 
yours. 

Mr. Jameson. We are actively trying to. 

I can only account for it by saying that we haven’t been as success. 
ful as they have been in 

Mr. Harpy. You know, I used to be a salesman and when I found. 
my competitor was getting more business than I was getting I would 
try to find out what his methods were. Have you made any study 
of the methods of the Air Force Association in stimulating adver- 
tising business? 

Mr. Jameson. No, sir. I suggested to our editor that he take their 
magazine and call on their customers and say “We would like to have 
the same ad.” [ Laughter. ] 

Mr. Harpy. Thank you, Mr. Jameson. 

Mr. Hésert. Mr. Jameson, does the Navy League conduct any edt- 
cational program to mold public opinion on military decisions? 

Mr. Jameson. Yes, on the broad picture of the Navy. Not on any 
specific military decision they might be making. 

We have what we call a seapower presentation, where we carry to 
the American public the importance of seapower—how 4 ships can 
take as much goods as—100 large transport airplanes, to show the peo- 
ple the use of the Navy. 

So I think that would be trying to influence the people. 

Mr. Héserr. You conduct symposiums over the country ; don’t you! 

Mr. JAmerson. Yes, sir; we do. 

Mr. Héperr. In which you present this viewpoint of the Navy? 

Mr. Jameson. Yes, sir. 

Mr. Hésert. Relating to carriers? 

Mr. Jameson. Yes, sir. 

Mr. Hésert. Naval airpower, and now the naval missile program! 

Mr. Jameson. Yes, sir. Probably 150 such symposiums a yea, 
with as wide distribution as we can get of people. 

Mr. Hésert. That is to bring to the public the role of the Navy in 
the defense posture ? 

Mr. JAmeson. Yes, sir. 
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Mr. Hésert. But you do not engage in any propaganda to discuss 
military decisions as related to weapons ? 

Mr. JAMESON. No, sir. 

Mr. Héserr. Or as related to a decision in the carrier field, for 
instance ¢ 

Mr. Jameson. Well, we sometimes certainly try to push the need 
for a carrier and if we can get our people to believe that a carrier is 
an important and integral part of our national defense, we certainly 
try to do that. 

Mr. H&épert. But not in competition, however, with the weapons of 
the other services ? 

Mr. Jameson. No, sir. 

Mr. Hesert. You do not do that? 

Mr. Jameson. No, sir. We sometimes compare budgets, but not 
certainly in competition with any one or other service, as you say. 

Mr. Harpy. If I might just follow that up? 

We are having a little problem right now in connection with a 
carrier. 

Mr. Jameson. Yes, sir. 

Mr. Harpy. You saw some comments in the morning paper, I pre- 
sume, that the Navy League has been interested in that particular 
discussion. 

Mr. Jameson. It is vital, sir. You go aboard a carrier like the 
Essex, which was built in 1944, and has been modernized, and you 
compare it to the Saratoga, and we are killing twice as many young 
naval aviators on it as the Saratoga. So we want more big car- 
riers, which we have to have. 

Mr. Harpy. Well, the thing that I was trying to understand, and 
following Mr. Hébert’s questioning: Have you recommended that it 
was necessary to have this carrier, even if you had to cut into the Air 
Force’s missile business? 

Mr. JamEsoN. We have never said that specifically, sir. We said 
that we feel that the carrier—we don’t bother with what the budget 
is. We want the carrier in the Navy. On the other hand, if the 
Congress says we can’t have the money for it, the Navy is just going 
to live within their budget and do the best they can. 

Mr. Harpy. But you have not and would not engage under your 
policy in the type of propaganda drive or information drive, if you 
please, to try to stimulate public opinion or congressional opinion to 
support the carrier at the expense of some specific weapons systems 
within another service? 

Mr. Jameson. No, sir. 

Mr. Gavin. Would the gentleman yield at that point? 

Mr. Harpy. Yes. 

Mr. Gavin. The Navy League didn’t make any concentrated effort 
to influence anyone on this proposed new carrier? In other words, 
I didn’t see any page advertising in the Washington papers about the 
proposed new carrier. 

Mr. Jameson. No, sir. In our magazine we strictly stressed to our 
people that they would make everybody in their community, including 
their Congressman, aware of the fact that this was a vital necessity. 

Mr. Gavin. Yes. But there wasn’t any concentrated drive to in- 
fluence publicly or otherwise, through advertisements, and so forth, 
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Members of Congress and the American people about the carrier, ex. | pres 
cept generalities which I presume you would pursue. and 
Mr. Jameson. I, sir, would say we did make quite a concerted effort | prey 
to convince that we needed a new carrier in the Navy, and it was vitally! B 
important. This was not a full page ad. We don’t do business that| let t 
way. Wetry to present the facts. M 
Mr. Gavin. Wait a minute, you don’t do business that way. What toin 
do you think of the idea, then, about doing business that way? You 
want to get the carrier before the public. You want to get it before M 
the Members of Congress and Senate here. Anda full pagead about M 
the carrier would have been most helpful, I should imagine, if you else 





had all your selling points incorporated in that advertisement. M 
Mr. Jameson. We don’t have that much money. didn 
Mr. Gavin. What ? M 
Mr. Jameson. I think it costs about $2,200. over 
Mr. Gavin. $2,250 for not quite a full page. $2,500 fora full pag, M 
Mr. Jameson. I couldn’t justify that to my executive committe, M 


When we are trying to talk to the people, I think if one of your con, _ M 
stituents writes you and says “Mr. Gavin, I am strongly in favor of in tl 
this,” that does better than if you read it in the Washington Post that mys 
the Navy League is for a big carrier. You know we are, anyway. 


Mr. Gavin. It is still an open competition. M 
Mr. Jameson. Yes, sir. M 
Mr. Gavin. Well, I suppose all the shipbuilding companies ar’ _M 
united in seeing that the carrier is built, aren’t they ? 1V1¢ 


Mr. Jameson. We have no interest in who builds it. We just want just: 
that big carrier, and as soon as we can get it, because the fleet needs ©! 
14 active carriers, in top shape. They are getting obsolete now, some We f 


of the ones we have. M 
Mr. Héserr. Now, there, the military decision had already ben M 
made. M 
Mr. Jameson. Yes, sir. M 
Mr. Héserr. You did not try to influence that military decision? Mi 
Mr. Jameson. No, sir. call j 
Mr. Héserr. You merely backed up the military decision ? in at 
Mr. Jameson. Absolutely. _ Ne 
Mr. Héserr. Isn’t that correct? infor 
Mr. Jameson. Yes, sir; Mr. Hébert. that : 
Mr. Héserr. And your efforts are to see that the carrier is retained 1 
in the appropriation bill ? pares 
Mr. Jameson. Unfortunately, I read in the paper this morning that ™0u 
it wasn’t. But they appropriated sufficient money to plan it. It was I 


disappointing to us, but we are very pleased to have had that. If Depa 
that is all that the budget can afford, why, we will back that decision. Mr 


Mr. Héserr. Now, legislativewise, what are the activities of the I 
Navy League? Mr 
Mr. Jameson. None, sir. nize } 
Mr. Héserr. None? Mr 
Mr. JamMEsoN. You mean influencing legislation ? ment 
Mr. Héserr. Trying to influence legislation. The Navy League, Mr 
doesn’t do that? | Mr 


Mr. Jameson. We try to influence the people and present ou, Mr 


studies. It is like this great white fleet. I wrote, and Life Magazin! _ Mr 
lan ar 
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resented and told our people, each member, that was a good thing, 
and I got back some letters that said “We don’t like the idea,” and the 
preponderance, 99 percent, “We do like the idea.” 

But our idea is to present these facts to the American people and 


that | let them make their own minds up, if they want to. 
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Mr. Héserr. But the Navy League as an organization does not try 
to influence legislation ? 

Mr. Jameson. Yes, I suppose we do, sir. 

Mr. Hésert. Well, that is what I wanted to be sure of. 

Mr. Jameson. Yes. We want to influence the Congress or anybody 
else we can influence, to get our picture across, for the Navy. 

Mr. Héserr. As an example, in the reorganization bill of last year, 
didn’t the Navy League take an active part in that particular fight? 

Mr. Jameson. I believe we tried to put the pros and cons of that 
over to our membership; yes, sir. ee 

Mr. Hénerr. You did attempt, then, to influence the legislation ¢ 

Mr. Jameson. Yes, sir. LS 

Mr. Héserr. And I think the record shows where your position was 
in that affair, which was a very sound position, if I may say so for 
myself. 

Mr. Jameson. Thank you. 

Mr. Heénerr. Because | agreed with you. 

Mr. Jamuson. Thank you. 


' Mr. Hénert. But just in that area, you then of course contact in- 


dividual Members of Congress to present your viewpoint, or do you 
just do it in the overall picture ¢ 

Mr. Jameson. We presented the overall picture to our people, and 
we feel it is much better for a constituent 

Mr. Héserr. And let them put the heat on the Congress? 

Mr. Jameson. For the constituents to put it on their own people. 

Mr. Héserr. Put the heat on. 

Mr. Jameson. Make them aware; yes, sir. [Laughter. ] 

Mr. Héserr. Well, education, information, whatever you want to 
call it—influence, pressure. It just depends what beat they place you 
in at the time, what kind of language you use. ‘Lanai 

Now, in the area of preparing this information or this educational 
information, do you all offer speeches to individuals, written speeches, 
that is prepared speeches for them ? 

Mr. Jameson. Not in that area, sir. We do on Navy Day send pre- 
pared speeches around. But not in that area. We provide the facts 
in our magazine, and we provide pros and cons. 

Mr. Heserr. Then you work in close cooperation with the Navy 
Department on Navy Day? 

Mr. Jameson. Yes, sir. 

Mr. Héverr. I mean there is no secret about it? 

Mr. Jameson. No. The Navy Department officially does not recog- 
nize Navy Day, but we certainly do. 

Mr. Heésert. Then you do receive the cooperation of the Depart- 
ment ¢ 

Mr. JameEson. Yes, sir. 

Mr. Hésert. Of the Navy. 

Mr. Jameson. Yes, sir. 

_ Mr. Héserr. You have no objection to being designated as the civil- 
‘ lan arm of the Navy, do you? 


| 





' 
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Mr. Jameson. We are very proud of it. 


Mr. Hésert. Thank you very much, Mr. Jameson. *(1) 
If there are no further questions? ime | 
Mr. Courtney. No. hd 
Mr. Héperr. The next witness. “(3) 





Mr. Courtney. Mr. Chairman, for the conveniences of the wit- | inthe 


nesses, may we call the Association of the U.S. Army now. General Peta) 


Weible. peace t 
Pass out the questionnaires here. “(5) 
Mr. Héserr. Will you identify yourself for the record. rcs) 


TESTIMONY OF LT. GEN. WALTER L. WEIBLE, U.S. ARMY, RETIRED, eo, 
AND EXECUTIVE VICE PRESIDENT, ASSOCIATION OF THE US, “(7) 
among 

ARMY “(8) 
General Weiete. I am Lt. Gen. Walter L. Weible, U.S. Army, re- a, 


tired, executive vice president of the Association of the U.S. Army. ments b 





Mr. Héserr. And who is with you, General ? “(10) 
Mr. Cocxurn. I am Robert F. Cocklin, director of promotion and "ute 
advertising for the association. jf 
Mr. H&ésert. The other gentleman ? provide 
Mr. Wetcu. Arthur S. Welch, treasurer. “(12) 
Mr. Héserr. And nr 
Mr. Symons. Arthur Symons, secretary. He, oi 
Mr. Héserr. Will you gentlemen take the oath. ing the 


You and each of you do solemnly swear that the testimony you will | sive t 
give before this subcommittee in the matters now under consideration 


will be the truth, the whole truth, and nothing but the truth, so help log: 
you God ? vid 
Mr. Wetcu. I do. Art 
Mr. Cookin. I do. a 
General Werste. I do. ny - 
Mr. Symons. I do. deft 
Mr. Hésert. Be seated, gentlemen. mac 
Mr. Courtney. “y rm 


Mr. Courtney. Mr. Chairman, the association has filed with the dry ou 
committee its answers to the questionnaire, which I would ask be made 3.4. 


a part of the record at this time. B. If 
Mr. Hésert. It will be made a part of the record. + veel : 


(The answers of the Association of the U.S. Army to the question: | gientif, 
naire of the committee are as follows :) 


ASSOCIATION OF THE U.S. ARMY 
? a : The Ass 

1. Does your organization now or has it within 2 years, concerned itself, di- Washing 
rectly or indirectly, or for any purpose, with any activity of or for the Depart Gen 
ment of Defense, its military or civilian personnel (active, retired or reserve) that TL 
or with the purchasing or by contracts of the Department of Defense? Yes. 101 (6) ¢ 

2. When and where was the organization formed, give its stated purposes as erated 
set out in charter, articles or incorporation, bylaws, or any other document? Contri 
Certificate of reincorporation issued by the Recorder of Deeds, District of Co tuxabl r 
lumbia, July 5, 1950. The certificate states: “That (2) the particular business and ( + 
and objects of the Association of the U.S. Army as reincorporated shall be wholly | B a ( 
educational, literary, scientific, fostering esprit de corps, dissemination of pre y Ve 
fessional knowledge, and the promotion of the efficiency of the Army com- . 
ponents of the Armed Forces of our country ;”. 

Article II of the bylaws reads as follows: 
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“ARTICLE II. AIMS AND OBJECTIVES 


*(1) To contribute its full resources and capabilities to advancing the security 
e United States. . 
#2) To consolidate the efforts of all who support the U.S, Army as an in- 
dispensable instrument of national security. : ‘ 
| (3) To maintain a military posture which will support the national interests 
it in the wide variety of situations which may threaten the security of the United 
es. : 
ral ar? To support a national military policy that will promote stability and 
peace throughout the world. 
“(5) To inform the American people of the fundamental facts and factors 
pertaining to the national security. 
“(6) To promote greater recognition of the military profession and to advocate 
. policies that will advance the well-being and opportunities of those who pursue 
aD, amilitary career. 
“(7) To cultivate cordial relations and mutual understanding and support 
among the several military forces within the Department of Defense. 
“(8) To foster public understanding and support of the U.S. Army. 
“(9) To assist in informing the members of the association and the public of 
Tre- the development of the U.S. Army and to keep them abreast of new accomplish- 
iq ments by the Army. 

“(10) To promote and perpetuate those Army and unit traditions that con- 
tribute to esprit de corps and superior performance of duty. 

“(11) To preserve and foster the spirit of fellowship among former, present, 
and future members of the U.S. Army and the Association of the U.S. Army and 
provide an organization through which they may unite in bonds of comradeship. 

*(12) To commemorate the memory of soldiers who gave their lives in the 
service of their country. 

“(13) To publish a professional military magazine devoted to the dissemina- 

‘ tion of information and ideas relating to the military art and science represent- 
ing the interests of the entire Army. This publication, known as Army, shall 

wil] | strive to: 

ion “Advance man’s knowledge of warfare in the fields of strategy, tactics, 
alp logistics, operations, administration, weapons, and weapons systems. 

1 


und 


“Advance man’s knowledge and understanding of the soldier as an indi- 
vidual, as a member of a trained unit, and as a member of the whole 
Army, emphasizing leadership, esprit, loyalty, and a high sense of duty. 

“Disseminate knowledge of military history, especially articles that have 
application to current problems or that foster tradition and create esprit. 

“Explain the important and vital role of the U.S. Army in the Nation’s 
defense and show that the Army is alert to the challenges of new weapons, 
machines, and methods. 

“Advance the status of the soldier’s profession. 

“(14) The association shall establish such instrumentalities as are necessary to 
. the carry out the foregoing aims and objectives.” 
nade 3. A. Isthisa profitmaking organization? No. 
B. If it is a nonprofit organization, state where established, nature of organi- 
sation, and whether U.S. Treasury Department has granted tax exempt status. 
4s Established in Washington, D.C. (See 2, above.) Educational, literary, and 
tion- sientific. The U.S. Treasury Department has granted tax-exempt status. 


U.S. TREASURY DEPARTMENT, 


Washington, D.C., June 7, 1951. 
The ASSOCIATION OF THE U.S. ARMY, 


lf, dit Washington, D.C. 

mt | GENTLEMEN : It is the opinion of this office, based upon the evidence presented, 
me that you are exempt from Federal income tax under the provisions of section 
di ai 101(6) of the Internal Revenue Code, as it is shown that you are organized and 
: nt? operated exclusively for educational purposes. 

re | Contributions made to you are deductible by the donors in computing their 
or oa tuxable net income in the manner and to the extent provided by section 23 (0) 
ar ily and (q) of the Internal Revenue Code, as amended. 

v4 =| By direction of the Commissioner. 

: 1. i Very truly yours, 


E. I. McLarney, Deputy Commissioner, 
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4. If legal business address is other than the address on this questionnaire, 
give correct address. Legal business address is same. 

5. Does this organization have paid officers, employees, consultants, or advisers? 
If the answer to this question is “yes,” give name and title of each (omit clerical] 
personnel). Yes. 


Walter L. Weible, executive vice president. 

Arthur Symons, secretary. 

Robert F. Cocklin, director of advertising and promotion, and assistant secretary, 
John B. Spore, executive editor, Army magazine. 

Arthur S. Welch, treasurer. 

Nicholas J. Anthony, associate editor of Army, and assistant treasurer. 
Frederick J. Donahue, Jr., assistant director of public relations. 

Curtis Harris, assistant director of promotion. 

Dominic A. Mulloy, circulation manager. 

Esther E. Bennett, administrative assistant. 

Marguerite M. Mattison, chief accountant. 

No paid consultants or advisers. 


6. What are the sources of income of this organization? 

A. If dues or assessments are collected, how are they determined and assessed, 
and state amounts. Dues are determined by the council of trustees. Total dues 
for 1958 amounted to $279,191.68 (schedule 1). There are no assessments. 

B. If there are different classes of membership, state dues or assessments for 
each. Service members, general members, associate members: $5 per year; $9 
for 2 years; $12 for 3 years. Cadet members: $4 per year. Sustaining mem- 
bers : $1,000 per year (includes 50 associate memberships). 

C. Name the source or sources of any income other than dues or assessments, 
and state amount thereof received annually. 


Amounts for calendar year 1958 





Gross advertising income, Army Magazine_____-__--_______- _.. $1438, 402. 15 
Income from registration, functions and exhibits at meetings and 
SE SEE ee cee eee ee nen eee S$ sedis este. oe 71, 097. 25 
A AU Re ee ec la wie 32, 946. 66 
epenses One eorinks righta.. .22..5.. 122s uus pera) 103. 36 
Seen. We MIM MIMOGMOMOORS bic. bo clo kl cused Bs 7, 862. 18 
income from newaestand sales of Army....3...oo enue Le 572. 90 
Ia IC NI ora es ee Sle 33, 821. 25 
nL. S6eP: AMOUR. oi oo oc ele tbe e sgt oll ii 


7. Name the persons in your organization accountable and responsible for the 
following: 

A. Solicitation of funds. We do not solicit funds. 

B. Dues. Robert F. Cocklin promotes all classes of membership; Arthur §&. 
Welch has custody of and responsibility for funds. 

C. Other income. In all cases Arthur S. Welch has custody of and responsi- 
bility for funds. Sales of books and insignia and royalties and reprint rights: 
Arthur Symons. Sale of subscription and newsstand sales to Army: Robert F. 
Cocklin. Income from investments and rent: Arthur S. Welsh. Income from 
meetings: Robert F. Cocklin. Advertising: Robert F. Cocklin. 

8. Where are the books of account, minutes and correspondence of your or 
ganization kept, and in whose custody are they lodged? All are kept at 1529 
18th Street NW., Washington 6, D.C. Books of account are in the custody of 
Arthur S. Welch. Minutes are in the custody of Arthur Symons. Correspond- 
ence is in the custody of those named in question 5 except Walter L. Weible, 
Nicholas J. Anthony, and Esther E. Bennett. 


9. State whether this organization prepares any statement or financial ac-, 


count of organization activities. If the answer to the question is “yes,” fur- 
nish the latest of such statements. Yes. Statement appended. 
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10. For the year next preceding receipt of this questionnaire, specify sepa- 
rately the amount expended for (calendar year 1958, on advice of Mr. Kuhn) : 


A. Salaries :?* 


7, ER OOUICIVG | sp ciceonsmencte ie he I dae ae $56, 099. 96 
D. SOMOTIORL cnc ce site ee cee tee eee 55, 240, 22 
B.. COOMA ATE REE, ni thet ne ee None 
ge i os sea I A A SE EP aS Se Ra I i 12, 333. 14 
5. BUDETVIBOPY.. .-. 0 ee Oe Oe ee ee 22, 649. 78 
6.. Salaries to fetired emplicovecsse fee oe ee 3, 480. 00 
» Advertising (of any kindy ot T Be Ue LO te eo ON 9, 475. 65 


(, Assembling, preparation, or dissemination of any data *__._______ 207, 463. 10 


D. Honorariums (state to whom paid) _—-----__________-___-_--_-__ None 
S Grants (state to whoni’ given) *. 22. St 846. 77 
» Entertainment * 2.6 20529 29 J Te ee hs 2, 381. 96 


1See schedule 3. 

2See schedule 4. 

3See schedule 5. 

4This includes medals to 375 ROTC cadets; 54 medals to students at military service 
schools ; certificates to approximately 152 individuals, and other minor miscellaneous items. 

5 See schedule 6. 

11. State whether the organization assists or furnishes material or data for 
the use of anyone outside of the organization, for any purpose. If the answer is 
“yes,” explain: Yes. 

Conduct gratis research operation for citizens interested in military history, 
military organization, military literature, and related fields. Publish books, and 
sell our books and books of other publishers, to members and others. Provide a 
channel for distribution for unclassified material from other sources, having a 
bearing on our aims and objectives. Publish “The Security of the Nation,” which 
is given selective distribution both within and without the organization. Pro- 
vide photorecords and other material for distribution. Army magazine has sub- 


' seribers who are not members of the organization. 


12. Who, in the organization, is responsible or accountable for expenditures, 
other than wages and salaries, for: 

A, Advertising of any kind in any media? Robert F. Cocklin. 

B. Entertainment? Walter L. Weible, Arthur Symons, Robert F. Cocklin, John 
B. Spore, Arthur 8S. Welch. 

13. Name persons employed or performing any work or service who has re- 
ceived compensation or remuneration from your organization in the preceding 
2 years who is either a retired officer of the U.S. Military Establishment or was, 
in the past 5 years, a Federal civilian official or employee above the grade of 
GS-12, giving retired status of former office in each case. Walter L. Weible, 
lieutenant general, U.S. Army (retired), executive vice president. 

The following have received compensation, ranging from 3 cents to 5 cents a 
word, for articles and/or book reviews published in Army magazine: 


Armstrong, Donald, brigadier general, U.S. Army (retired). 
Ayotte, John U., colonel, U.S. Army (retired). 

Bellah, James Warner, colonel, U.S. Army Reserve (retired). 
Blakeley, Harold W., major general, U.S. Army (retired). 
Blumenson, Martin, Department of the Army civilian. 

Bolte, Charles L., general, U.S. Army (retired). 

Burkert, H. J., Jr., Department of the Army civilian. 

Colby, Elbridge, colonel, U.S. Army (retired). 

Condon, Reynolds, colonel, U.S. Army (retired). 

Dahlquist, John E., general, U.S. Army (retired). 

Downey, Fairfax, lieutenant colonel, U.S. Army Reserve (retired). 
Dupuy, R. Ernest, colonel, U.S. Army (retired). 

Dupuy, Trevor N., colonel, U.S. Army (retired). 

Elbot, Hugh G., Department of the Army civilian. 

Foote, William Cooper, colonel, U.S. Army (retired). 

Hofues, John L., Department of the Army civilian. 

Jacobs, Walter Darnell, Library of Congress civilian. 
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Jenkins, Reuben E., lieutenant general, U.S. Army (retired). 
Kehm, Harold D., colonel, U.S. Army (retired). 

Kent, Dr. R. H., Department of the Army civilian. 
McCarthy, Charles W., colonel, U.S. Army (retired). 
McGovern, W. P., Department of the Army civilian. 
McMahon, Bernard B., colonel, U.S. Army (retired). 
Merrick, Henry Spencer, lieutenant colonel, Army of the United States (retired). 
Milton, Hugh M., Department of the Army civilian. 
Montross, Lynn, U.S. Marine Corps, civilian. 

Ney, Virgil, colonel, Army of the United States (retired). 
O’Neal, Richard W., Department of the Army civilian. 
Phillips, Thomas R., brigadier general, U.S. Army (retired). 
Possony, Stefan T., Department of the Air Force civilian. 
Randle, Edwin H., brigadier general, U.S. Army (retired). 
Reinhardt, George C., colonel, U.S. Army (retired). 

Scruton, Robert A., Lieutenant Colonel, U.S. Army (retired). 
Silverstein, Harold, Department of the Army civilian. 
Simon, Leslie E., major general, U.S. Army (retired). 
Smith, Herbert L., Department of the Army civilian. 
Sunderland, Riley, Department of the Army civilian. 
Walker, Robert N., Department of the Army civilian. 

Webb, Willard, Library of Congress civilian. 

Welch, George Patrick, colonel, U.S. Army, (retired). 

White, Peregrine, Department of the Army civilian. 

Wright, Edwin M., Department of State civilian. 

Zander, Randolph V., Department of the Army civilian. 


The following have received royalties on the sale of books published: 


Maj. H. Nickerson.” 

Dr. Stefan T. Possony, Department of the Air Force civilian. 
Maj. Gen. Otto L. Nelson, U.S Army (retired). 

Brig. Gen. S. L. A. Marshall.’ 

Maj. Gen. Julian S. Hatcher, U.S. Army (retired). 

Col. Townsend Whelan, U.S. Army (retired). 

Dr. Hajo Holborn.’ 

Lt. Gen. James Gavin, U.S. Army (retired). 

Gen. Walter Krueger, U.S. Army (retired). 

Brig. Gen. William F. Heavy, U.S. Army (retired). 


The following individual received a fee as consultant on membership fulfill- 
ment procedures : 


Marshall Crossman, Department of Defense civilian. 


14. Does the organization issue any publication? If the answer is “yes,” 
furnish the latest issue. Army magazine; President’s Letter; Security of the 
Nation; sustaining membership newsletter. Also have published books for sale. 
Copy of latest published books inclosed. 

15. Is any person employed or affiliated with your organization registered un- 
der the Lobbying Act? No person employed by the association is registered un- 
der the Lobbying Act. We have no knowledge whether any person affiliated with 
the organization is so registered ; if any are so registered they are not authorized 
to be registered as representatives of this organization. 


2 Reserve officer, pouty retired. 
2 Do not know if Federal employee within past 5 years. 
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Schedule 1 
| Income from general, service, and associate membership dues*_... $221, 287. 68 
Income from cadet membership dues *_..-...------------.------- 5, 904. 00 
Income from sustaining members’ dues *_-.....------------------ 52, 000. 00 
d). Total, membership income___.--------------------------- 279, 191. 68 
| Newsstand sales of Army---.-_.~--~--------------- $572. 90 
tIacome from subscribers *_.......................-.. 338, 821. 25 
Copies supplied to associate member, designees of sus- 
RS WIN non nniounnnecy manne abaamsoant 8, 992. 62 
Commission withheld by subscription agencies___..-~- 3, 627. 00 
Sypesium income... .......acceccccccesccace 11, 224. 00 


58, 237. 77 





Total membership and subscription dues and income from 
sustaining memberships and symposiums per audit_____~- 337, 429. 45 


1Income earned on accrual basis. 
2Income received on accrual basis. 


Schedule 2 





Gross advertising income, Army magazine______--_--___--___-_-~- $148, 402. 15 
Income from registration, functions, and exhibits at meetings and 
ORANG) lio i cnn nasser entnpesevennenseninccllgi heii 71, 097. 25 
rae HOOKS GUC MME nn ci eesineewminnmetenkeennnin 32, 946. 66 
een- GONG TONTiINe TENE... . 8 nk cco ine ne encwesund 103. 36 
Interest, rent, and miscellaneous______---.---------------------- 7, 862. 18 
Income from newsstand sales of Army__------------------------- 572. 90 
ON en es eer 33, 821. 25 
Total ‘otierihcome.._. - nn ceeetiekcees chee leea 289, 805. 75 
Copies supplied to associate member designees (internal 
NN a chp atari nitgn ies cin tn w etd cles em sia ottawa tw wana ih sis 8, 992. 62 
Commission withheld by subscription agents (internal transfer; no 
OS a eee ene emer Se: CONE: SEE | 3, 627. 00 
Membership income as reported on schedule 1__----__-----------~-- 279, 191. 68 
SEGUE: EURT INR: SOE NI an ccc icine etc me 581, 617. 05 
Lfill- 
Schedule 3.—Salaries 
| Total salaries per audited statement_____-.-------_-----_--_-_-- $150, 607. 94 
es,” Less amounts paid to Russell Kelly Office Service, Inc___----------_ 2, 102.13 
the a 2s COE 
sale. UI er Shc NAD ket an navn orang acs sir gh gull at a edge te ere aici 148, 505. 81 
Plus: 
un- Salaries charged to 1959 annual meeting__.___._._._____________-_ 491. 8&3 
un- Amounts charged to revision of “Security of the Nation”’_.___- 805. 46 
with spisapeninainieainipciiniaiaiees 
ized SU ahi nie /Ak ces ncn od agen sh aces nasaebam eager gy dleaedintaniaa aiid a acacia dee 149, 803. 10 


44112—59——_30 
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Schedule 4.—Advertising 





Advertising (securing of ads for Army magazine) —~-_--__-_____-___- $757. 40 
Be CCB icc eee mdceatndacewiwnanmnesd ln Gee i lle 2, 418. 53 
Army editorial and production_..........-..-..----.-------_-.-.. 133. 00 
I a atc mie meni mianeaas 166. 54 
ED. AAI So. enn caseunsicnnsonumellan inicio... | sie ae 
Membership promotion (includes renewal notices) __.__._-_--__--_____-__ 6, 000. 18 

NE ntact omar weet Pee ae eles 5d bai! 9, 475. 65 


Not included as advertising: 
Chapters and ROTC companies (internal promotion to subsidiary 


EOE Ys i a 2, 601. 26 
Sustaining memberships (actually membership service materials 
wvaece are included in item 10c).............................. 3, 328. 48 





Total promotion materials and services per audited state- 
LES ES LE eee ere eee eee a ee ee eee 15, 405. 39 


Schedule 5—Preparation of data 














even ouker ie) OO TOUNCOn. en eee one $179, 117. 12 
J Se sR a yi TP sae ae $28, 436. 95 
Does entertainments sso i cob a 122. 95 
Less promotion material and service.__._.__..._.________ 133. 00 
———_———-__ 28, 692. 90 
Nc ail haart SEA AAD SS Sip dae eee 150, 424. 22 
a ae ale ili eile hn eb i en ni encode ti dsc BA 25, 895. 60 
Etat I AI I ei See ace eR $6, 108. 31 
Less promotion material and service__._-_.____________ 166. 54 
Less estimated cost of insignia___.............-._____ 1, 275. 76 
a 7, 550. 61 
St ae ee Se et: 18, 344. 99 
I aincica tac vik ucicacboanie a nena 66, 371. 46 | 
I a tticepetaalece oceanic isah ah-emssonaior essen ES cL os GEE 34, 223. 25 
an erctine iee Mae Rea CAIN cs icalenccionniciimetannies 32, 148. 21 
Sn eR ee en rs nar Pe ene eer 2 LAS 10g | 34, 417. 98 
SS trate reed errendedene OU! ae gt Pee ete a $9, 948. 96 
ES ETS oe ae ee SR eS ee ee 656. 63 
Less magazines to associate members_________________ 8, 992. 62 
Re El a 8, 620. 79 
—\——__ 28, 219.0 | 
SIN ab fot Bh ae De te 6, 198. 98 
poewannen on eecrety OF the Netone. oo oo nn cnn 861. 71 
I ces ce dp sles gah cuties dale 805. 46 
EE eee eee a ee ee ec 56. 25 | 
ee ae ae ae ee ae EE eee eee 290. 45 
I NINE RR) RO Oc scission nt ncniowe 207, 463. 10 


Schedule 6.—Entertainment 





Travel and entertainment per audit_._._._._________________________ $5, 826. 03 
I ee A sccngu bia cians pnb epnloms cemoghiis mea eed baal 4, 935. 22 
a a 890. 81 | 


Plus guests and press at annual meeting included in hotel expenses. 1, 491.15 





SAE ee ae ae ee ee ee eee 2, 381. 96 
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Mr. Courtney. General Weible is here and has a prepared state- 
ment. May he proceed in order? 

Mr. Hézerr. General Weible. 

General Werete. Mr. Chairman and members of the subcommittee, 
my statement is very brief, but I think it will probably lay the ground- 
work for any questions which you may desire to ask. 

Your invitation to appear before you on behalf of the Association 
of the United States Army gives us an opportunity to cooperate with 
you which otherwise we might not have had. We tried to respond 
completely to the questionnaire which you sent us. 

However, in replying to the first question in the affirmative, we 
must state that we have not concerned ourselves with purchasing by 
or the contractual relation of any industry doing business with the 
Department of Defense. We believe that the Armed Forces should 
be furnished with the best possible materiel and equipment which 
can be produced regardless of who produces it. We would like to 
see more and more people in industry and the scientific world interest 
themselves in helping the Army solve its problems relating to the im- 
provement of old equipment or the introduction of innovations which 
will do the job better, save lives, and help insure our national security. 

The purpose of our association is best expressed by quoting from 
our aims and objectives contained in our bylaws, and I would like to 
read those to you as part of the record. 

(1) To contribute its full resources and capabilities to advancing 
the security of the United States. 

(2) To consolidate the efforts of all who support the U.S. Army 
as an indispensable instrument of national security. 

(3) To maintain a military posture which will support the national 
interests in the wide variety of situations which may threaten the secu- 
rity of the United States. 

(4) To support a national military policy that will promote sta- 
bility and peace throughout the world. 

(5) To inform the American people of the fundamental facts and 
factors pertaining to the national security. 

(6) To promote greater recognition of the military profession and 
to advocate policies that will advance the well-being and opportuni- 
ties of those who pursue a military career. 

(7) To cultivate cordial relations and mutual understanding and 
support among the several military forces within the Department of 
Defense. 

(5) To foster public understanding and support of the U.S. Army. 

9) To assist in informing the members of the association and the 
public of the development of the U.S. Army and to keep them abreast 
of new accomplishments by the Army. 

(10) To promote and perpetuate those Army and unit traditions 
that contribute to esprit de corps and superior performance of duty. 

(11) To ss and foster the spirit of fellowship among former, 
present, and future members of the U.S. Army and the Association of 
the United States Army and provide an organization through which 
they may unite in bonds of comradeship. 

(12) To commemorate the memory of soldiers who gave their lives 
in the service of their country. 
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(13) To publish a professional military magazine devoted to the 
dissemination of information and ideas relating to the military art 
and science representing the interests of the entire Army. 

To summarize, the Association of the United States Army is in 
favor of a strong Army as a vital part of our national defense. That 
concludes my brief statement, sir. We are happy to try to answer 
any question which you may have. 

Mr. Hésert. Thank you, General. 

Mr. Courtney. 

Mr. Courtney. Mr. Chairman. : 

General Weible, in answer to question 6—so we may point up the 
budget of the association 

_ General Werste. Just wait a second until I get that, please. Yes, 
sir. 

Mr. Courtney. The dues or the income of the association is derived, 
some $279,191.68, from dues. And they are fixed at $5 a year and a 
$4 cadet membership, in addition to which you have what you describe 
as sustaining members at $1,000 per year. 

Are those individuals or associations ? 

General Wetste. Those are organizations, sir. The bylaws pro- 
vide for organizations. At the present time, I believe every one of our 
sustaining members are members of industry—corporations. 

Mr. Courtney. Is this an annual contribution of $1,000? 

General WersLE. Yes, sir; that is an annual dues, 

Mr. Courtney. Now, passing down to part C—— 

Mr. Hésert. May I interrupt there? You said corporations, Gen- 
eral. Do you differentiate between a business organization or a de- 
fense contractor—these $1,000 members ? 

General Weinte. I think, at least—well, may I ask Colonel Cocklin 
to answer that. 

Mr. Héserr. Yes; please. 

General Wentz. I believe all of them. 

Mr. Hésert. How many defense contractors? 

Mr. Cocxi1n. We have 64 companies, I believe, all of which are 
defense contractors, in that category. 

Mr. Héserr. All are defense contractors ? 

Mr. Cockuin. Yes, sir. 

General Werste. We have no detailed data on each one to prove 
that point, sir; but I believe they all are. 

Mr. Cockurn. Yes, sir. 

Mr. Courtney. Now, as to your advertising, General, the other 
income of the association is derived from advertising income of 
$143,000, and other income coming from registration at various func- 
tions—the sale of tickets and the like; is that right ? 

General Werste. That is right, sir, as stated here. 

Mr. Courtney. Now, in addition to the magazine advertising, the 
Army magazine, the association puts out a number, or sponsors a 
number of books; does it not? 

General Wetste. We publish books; yes, sir; or we have published 
books. We haven’t published any new ones recently. 





Mr. Courtney. Well, these books are put out under—they relate | 


to Army topics? 
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General Werete. Well, they go a little bit further in some cases— 
not in all cases. The last ones did relate to Army topics. 

Mr. Courtney. Now, these books come out under the sponsorship 
of the “Combat”—what is the name of it? 

General Werste. The Combat Forces Press. 

Mr. Courtney. Press. And this is an affiliate or subsidiary of your 
association ¢ 

General Wetste. Shall I call it the publishing part of our organi- 
zation. 

Mr. Courtney. Well, is the business of the association to just sim- 
ply nppart the publication until the sales—rather to substitute for 
sales ¢ 

General Wersite. May I ask Colonel Symons, who does that, to an- 
swer your question. 

Mr. Courtney. Mr. Symons. 

Mr. Symons. We publish these books mostly on military topics. 
The Combat Forces Seiad is just a name. There is no separate cor- 
porate structure or anything else. 

We publish these books. We sell them. We take the money for 
them. We hope to make a profit. But it has been very small, on that 
part of the business. 

Mr. Courtney. If you don’t make a profit, the association pays the 
deficit ; is that it ? 

Mr. Symons. That is correct. 

Mr. Courtney. And this is a means of distributing information of 
this character relating to Army subjects? 

Mr. Symons. That is right. 

Mr. Courtney. Mr. Chairman, the association has furnished as evi- 
dence—I haven’t brought them into the room this morning—six of 
their most recent publications, all dealing with Army topics. 

General, you have no one registered under the Lobbying Act? 

General Wetnte. That is right, sir. 

Mr. Courtney. Has the association taken a position on the subject 
of the Nike-Zeus as a weapons system ? 

General Wersiz. The association as such as strongly in favor of the 
Nike-Zeus as being the missile in sight at the moment that will 
counteract the missile threat from the enemy. 

Mr. Courtney. Now, how have you formalized your position, that 
is, what actions have you undertaken to further the association’s 
position, if you have taken any ¢ 

General Wersie. Well, the only thing we have done was published 
factual information relating to the Nike-Zeus, both in our magazine 
oa in any other media locally that the chapters could get it pub- 

ished in. 

Mr. Courtney. Do you have access—does the association have access 
to information within the possession of the U.S. Army, the active 
personnel, which keeps you up to date? Are you indoctrinated from 
time to time on the progress of these weapons, or this weapon ? 

General Werstr. We ask for information from the Chief of In- 
formation of the Department of Army. 

Now, exactly who he gets it from is none of our business. And 
he can only give us unclassified information for our use. 
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I personally, for that very reason, don’t write anything any more, 
because in my own mind I can’t separate what has been classified 
previously as secret from what is now unclassified. So I write 
nothing. 

Mr. Courrney. But, in any event, the information which is derived 
from Army sources through the Chief of Information of the Army 
is commented upon and publicized in your various publications? 

General Werste. Right. 

Mr. Courtney. Now, do you furnish or prepare material for speak- 
ers or for writers on subjects that concern the U.S. Army ? 

General Were.e. We don’t prepare any material for anybody out- 
side of the organization unless there is somebody who writes in and 
says: “Now, I want to mention your association. Tell me something 
about it.” In that case we just give the man a fact sheet as to when 
we were organized, and a history of the association and its aims and 
objectives, and he apparently works it into a speech of his own. 

Mr. Courtney. I think that is all, Mr. Chairman. 

Mr. Héserr. Mr. Gavin? 

Mr. Gavin. I haven’t any questions. 

Mr. Heserr. General, do you have in your membership men on 
active duty ? 

General WerBLE. Yes, sir. 

Mr. Hésertr. That is a contrast, isn’t it, to the Air Force Asso- 
ciation and the Navy League ? 

General Werete. Yes, sir; it is in contrast. That includes both 
officer and enlisted personnel. 

Mr. Héserr. The man on active duty in uniform can become a mem- 
ber of your organization if he so desires ? 

General Weise. Yes, sir. 

Mr. Héserr. Do you all attempt in any manner, shape, or form to 
influence public opinion ? 


General Werste. I think we do, sir. I think we at least try, by | 


stating, however, the most honest facts that we can get. 

Mr. Héserr. On the Army’s position ¢ 

General Weise. That is right. 

Mr. Héserr. Do you contrast the Army’s position to the Air Force’s 
position or the Navy position ? 

General Weiste. No, sir. 

Mr. Héserr. You do not? 

General Werste. No, sir. We have studiously and conscientiously 
tried to avoid any adverse criticism of other services or any other 
organization. 

Mr. Hésert. Do you attempt to influence public opinion as related 
to military decisions? 

General Wersie. Well, I wouldn’t say—— 


Mr. Hésert. By military decisions, I am directing my question | 


particularly to the field of missiles. 

General Werste. I don’t think we have ever taken a position on 
anything prior to a military decision, as far as any particular missile 
was concerned. At least, I can’t recall any. 


; — - i 
Mr. Hésert. While the decision was in the area of not having 


come—not having been reached ? 
General WersLE. Yes. 
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Mr. Hépert. You do not attempt to influence public opinion ? 

General Werste. We haven’t so far; no, sir. 

Mr. Hépert. Well, do you intend to? 

General Werste. Well, we have no—I am guided by the council of 
trustees and the membership itself on that subject. But, so far, there 
has been no indication that there is a tendency in that direction. 

To mention particularly something that has been brought out here 
with the two prior organizations, the Nike-Hercules versus the 
Bomarc: We have never tried to say anything against the Bomare. We 
have advocated the Nike-Hercules for several reasons. First, we 
believe it is a proven missile. Experience has indicated that it can 
do the job. 

Secondly, the Department of Defense in its proposed budget did 
include money for it, and we supported that, and we thought it wasn’t 
quite right to eliminate it arbitrarily. 

Now, maybe that, sir, is influencing a military decision, but it wasn’t 
intended that way. 

Mr. Hésert. Well, the military decision had been made. 

General Werete. That is what we consider, that it had been made. 

Mr. Hépert. Have you attempted to influence decision in the area 
of military weapons, for instance, the type of role or mission that the 
Army would play as contrasted to the Air Force? 

General WersLe. Not—well, perhaps it could be regarded as indi- 
rectly in contrast to the Air Force? 

We have maintained that the old artillery concept gave to the Army 
the mission of firing from the ground at ground targets in ranges 
that would be within the scope of Army areas of the future, not of 
the past. 

‘And that might be considered as, shall I say, opposing a decision 
announced by Mr. Wilson when he was Secretary of Defense. 

Mr. Hésert. You have continued to oppose that, take that position ? 

General Werste. Yes, sir. We believe the arbitrary range limita- 
tion is not correct, that the artillery should be allowed to fire as far 
as it can, which affects targets which affects their immediate battle 
area, and an arbitrary decision as to that mileage didn’t seem to us to 
be consistent in view of the fact that the exact tactics and operations 
of future war are not too well defined and fixed as yet. 

ar Hézert. To what extent was this position placed before the 

ublic? 
: General Wetsie. It was announced in a resolution of the member- 
ship adopted at one of our annual meetings. You gentlemen were all 
furnished a copy. And it was commented upon in several articles in 
our magazine, 

Mr. Hinerr. Did you engage in any television shows or any con- 
centrated 

General Werste. No, sir. 

Mr. Hérert. Campaigns ? 

General Weisie. No, sir. 

Mr. Héserr. To bring the public around to your point of view ? 

General Wetntp. No, sir. 

Mr. Héserr. In other words, what you did was merely state the 
position of the association and make it known publicly, period. 
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General Werrstz. That is right. We made it known to the Secre- 
tary of Defense. ‘ 

Mr. Hénerr. I mean just made it known, that is all. 

General Werste. That is right. 

Mr. Hésert. Your opposition. 

General Wetste. That is right. 

Mr. Hésert. You did not engage in any campaign to bring around 
other people to your point of view ? 

Getiortl Wana: No. “This is our story, here it is.” 

Mr. Hésert. Now, in connection with the present inquiry as related 
to retired military personnel—you have both retired military per- 
sonnel and active duty personnel—what is your opinion or the opinion 
of your association as to the desirability of airing this subject pub- 
licly ? 

deat Wetter. I will have to give you my personal opinion, sir, 
We are having our annual meeting starting early next week and only 
then will I know the position of the association on the general subject. 

So these expressions, these remarks, are my personal opinion only, 
and I hope you will regard them in that light. 

(Additional information furnished by the Association of the 
United States Army is as follows:) 

ASSOCIATION OF THE U.S. ARMY, 
September 2, 1959. 
Hon. F. Epwarp HE&sert, 
House of Representatives, 


House Office Building, 
Washington, D.C. 


Dear Mr. HEBERT: During the time representatives of this association appeared 


before your subcommittee, I informed you that this organization as a whole had 
not adopted a position on the matters being investigated. 

Since that time, at our recent annual meeting, a resolution was adopted by 
the membership on only one of the many subjects considered by your subcom- 
mittee. It relates to the dual compensation laws. A copy is attached for your 
information. 

For the council of trustees. 

WALTER L. WEIBLE, 
Lieutenant General, U.S. Army (Retired), 
Executive Vice President. 


RESOLUTION No. 9. DuaL COMPENSATION LAWS 


Whereas an act of July 31, 1894, prohibits a retired officer of the Regular 
military service, who receives annual retired compensation of $2,500 or more, 
from holding Federal employment, with the exception of those elected to public 
office, those appointed to a public office for which Senate confirmation is neces- 
sary, and those retired for injuries incurred in battle or in the line of duty ; and 

Whereas an act of June 30, 1932, prohibits certain retired officers from re- 
ceiving, from Federal employment and retired pay, a combined amount in excess 
of $10,000 per year ; and 


Whereas the services of many competent persons are lost to the Federal Gov- | 


ernment because of these restrictive laws : Now, therefore, be it 

Resolved, That the association of the U.S. Army urges the removal of dis- 
criminatory provisions of law pertaining to the employment of retired military 
personnel by the Federal Government. 

Mr. Hésert. I am sure it will have some influence, however, on the 
association. 

General Werstx. I have watched this very carefully. I am a re 


tired officer. And before I retired I checked the law very carefully | 
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to try to insure that I wouldn’t be doing anything which could be 
condemned under the law. 

So I am vitally interested as a person in the subject. _ 

I think that these hearings will do a great good if it will clarify and 
unify what the laws are and what they mean. 

I also believe that they will doa greet Sty in gig. removing 
from the minds of many people in the public the fact that every re- 
tired officer is an undesirable character, simply because he works for 
some industrial organization. 

I believe that any officer who does work for an industrial organiza- 
tion that does deal with the Department of Defense should stay out of 
the selling business, because that is what the law covers. 

Mr. Heserr. Do you agree with that law? 

General WerBte. Yes, sir; I do, as far as selling is concerned. Ido 
think 

Mr. Héserr. Go on,sir,and finish. Iam sorry. 

General Weise. I do think, sir, that the decision of the Comptroller 
General, which was rendered, as you probably are well aware, early 
in January, placed a more restrictive interpretation on that law than 
anybody believed was necessary, shall I say. 

It sort of broadened the thing to a degree that a man could—well, 
he could be almost afraid to talk to his former associates for fear he 
could be accused of doing something that was wrong. And I don’t 
believe, really, that that was the intent of the law. Flowever, I may 
be in error and that is why I think the law should be clarified, if you 
gentlemen find it is necessary. 

Mr. Héserr. Do you think there should be a uniform law for all 
services ¢ 

General Wetste. Oh, yes, I certainly do. 

Mr. Héserr. Can you express an opinion on the so-called dual com- 
pensation prohibition in the law ? 

General Wersze. I believe that if persons retired from the Armed 
Forces still have capabilities, qualifications, and characteristics that 
are of value to our National Government, any law that makes them 
decide not to accept one of those kinds of positions is against the 
national interest. Now, that doesn’t mean that everybody who re- 
tires is of great value to the National Government, and I didn’t want 
to imply that. 

But I do think there are many individuals that might accept some 
kind of a position in government where they could use what they 
already know, which has been given to them really by the US. 
Government during their military service. But it is a question of, 
“Do I surrender certain things in order to go on or do I look for 
something else to augment which is already mine by law?” 

Mr. Hésert. Well, in your case as an individual, and speaking per- 
sonally, would you have preferred to remain in Government service 
after your retirement ? 

General Werete. It all depends, sir, on the type of position that 
would have been open to me. 

In some cases I would have said “Yes.” In some cases I might 
— have said “No,” because I didn’t want to pursue it any 

urther. 
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Mr. Héperr. You feel, though, that you should have had the right 
of denial ? 

General Weiste. Yes, sir. 

Please understand, sir, I am talking personally. 

Mr. Hésert. We understand that. 

General We1sie. On all of this. 

Mr. Heésert. We understand. 

Mr. Gavin. I have a question. 

Mr. Héperr. All right, Mr. Gavin. 

Mr. Gavin. In Mr. Schenk’s statement yesterday—the president of 
the Air Force Association. 

(General Weible nods.) 

Mr. Gavin. I will have to give you the full statement, so it won’t 
be taken out of context. He said on page 5: 

In August of 1956 our delegates in convention established the official position 
of the Air Force Association in this regard by adopting a statement of policy 
which said, in part: 

“The three-service system can no longer be tolerated. The goal must be one 
program for utilizing national resources in the national defense. We must have 
one defense plan. We must have a single military service with one secretariat, 
one Chief of Staff, one promotion list. 

“We must achieve this singleness of purpose, organization, and operation at 
the earliest possible moment. We must achieve this goal without compromising 
essential competition of ideas in defense planning and weapons development, 
while eliminating uncontrolled and wasteful competition for scarce manpower, 
money and material * * *. 

“Each of us, civilian and military man alike, must place the realities of 
national defense requirement above narrow service interest.” 

These, then, are the basic interests of the Air Force Association. 


Then he also states, on page 5: 


In that same statement of 1956 we called for concrete action—namely, a single 
service concept based on mission rather than the color of the uniform. 

I wonder if you would give us your thinking along those lines. 

General Werstr. The present policy of the association is against a 
single service and a single uniform. 

Based on my own experience, in about 39 years-plus in the Army, 
I would say that if such a thing is good, it must be prepared for over 
a period of time before it becomes operational. And here is the 
reason I say that. 

Under present conditions, the experience, the training, the schoolin 
of an officer in each of the services for practically the first 20 years o 
his service is within the bounds of his own particular service. He 
learns more about that. He becomes dedicated to it. He may even 
become parochial in his thinking with regard to it. 

Unless we start before the end of that 20 years to broaden him in 
the other services—and. some, I understand, a small start has been 
made. But unless we do that, I can’t see how you are going to get any 
real cooperative thinking under a drastic change such as this. 

Now, that is the whole basis for it. 


Mr. Héserr. Would you advocate starting such a program before | 


the 20-year period? In other words, under Military Academy level? 

General Werete. Absolutely. I think it is essential that officers of 
the armed services of today know more and more about their sister 
services. 














sir, b 
of wh 
Bu 
least 
a god 
— 
in 
Ste 
stater 
Mr 








ht 


of 


on 
cy 


ne 
ve 
at, 


ng 
nt, 
er, 





yy | > j bys: : 
er | ciently to convince gentlemen like yourselves that it is or is not a good 





RETIRED PERSONNEL IN DEFENSE INDUSTRY 471 


I was very fortunate during my career. I had many opportunities 
that many people didn’t have. For instance, I served as an artillery 
observer for a while in aircraft and learned something about that. 

And I actually helped umpire submarine warfare maneuvers off of 
Honolulu. Things of that kind gave me an association that many 
of the people today don’t get. 

But I myself don’t consider that I am fully qualified to act in the 
single service concept. I don’t think I know enough about the 
other two services to do a good job. 

Mr. Héperr. Well, would you say in the ultimate—and I will use 
this expression with some reservations, because it is not my own. 
Would you say that we should look forward to a single service—and 
the oe I use I apologize for using—with all deliberate 
speed ? 

leneral Werte. No, sir; I wouldn’t say that. And I will qualify 
that remark. 

I am not convinced personally that you will find, even if you did it, 
all the merits that have been attributed to it. 

I think it needs a whale of a bunch of study by mighty good people 
before it is even considered to be something to be sought after. 

Mr. Hésert. I wanted you to explore that. Because I got the im- 
pression that perhaps you indicated that you would advocate the 
single service concept in the future. 

eneral WristE. No. I meant to imply, sir, if after this thorough 
exploration it was considered to be a good thing to do, then set it up 
as some future objective and train people up to it. 

Mr. Hézert. But you—can you see such an action in the foreseeable 
future, that would be of benefit to the country ? 

General Wetste. Well, that is a hard question for me to answer, 
sir, because I am not too well familiar any more with all the details 
of what goes on in the various departments. 

But my own thought at the moment is it should be explored now, at 
least to do one thing, and that is to decide whether or not it would be 
a good thing. And I don’t think, really, it has been explored sufli- 


thing. 

Statements have been made about it. I don’t know whether those 
statements are true. I really don’t. They may be, but I don’t know it. 

Mr. Héserr. Do you have any further questions, Mr. Courtney ? 

Mr. Courtney. No. 

Mr. Gavin. Yes. 

Mr. Hépert. Mr. Gavin. 

Mr. Gavin. The Air Force I always concluded was to look after the 
problems of the air and the Navy to look after the problems concerning 
the sea, and the ground forces to look after the problems concerning 
the ground. And what concerns me now is why the Air Force is 
moving in for operational control over missiles and firing of missiles. 
That is a ground force operation. 

Where do you think that the ground forces were at fault in letting 
the Air Force move in to take away from them an operation of opera- 
nal control of weapons on the ground? What is your thinking about 
that ? 
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General Werstr. Well, this is entirely off the cuff, sir, and entirely 
a personal opinion. I think maybe if this association had published 
as much information on this subject, it might have influenced what 
eventually happens or happened in the past. 

I think that the other side of the case was probably so well pre- 
sented that public opinion responded to it. vot oft] 

Now, that is just a menerhig opinion of mine, and I can’t justify it, 
other than the way I have said it. 


Mr. Gavry. Well, public opinion wasn’t reaching the decision. © 


The Department of Defense was reaching the decisions. Evidently 
what the Department of the Army needed was salesmen; is that right? 

General Werste. Well, yes; I would say so. 

Mr. Gavin. Let me ask you: How much income—what is your an- 
nual income from advertising ? 

General Werste. It is $143,000 in round numbers. 

Mr. Courtney. $143,000. 

Mr. Gavin. $148,000. 

In the Air Force it was half a million. 

Mr. Hésert. Half a million. 

Mr. Gavin. You are not doing as good as the Air Force, either, in 
selling your Army Association, as far as advertising is concerned. 


The Navy is only down to around $30,000. They are not able to get 


up in that advertising class. 
Mr. Héserr. Mr. Gavin, don’t you think a fair observation there 
would be in the potential of the people who contribute to the advertis- 


ing. The Air Force has a greater majority of contractors who are | 


interested in the Air Force problems, that manufacture the airplane 
and the weaponry. That is sliced down to the comparable figure of 
the Army, which is limited in its scope. And it is a evaporated 
when it comes to the Navy, because you only build one carrier or one 
battleship—battleships are gone. But one carrier. So I think the 
advertising in support of the organizations is reflected. 

Mr. Gavin. Sure. And the Army can’t get any sizable appropria- 
tions to modernize their equipment, which in many cases I under- 
stand are quite obsolete. Therefore, they don’t have too many 
customers right now. 

But there is quite a differential there. 

Mr. Hésert. The only conclusion would be it is to the interest of 
those who advertise to keep alive their business. 

Mr. Gavin. Getting back to operational 

General Werste. May I add just one thing there, sir, to indicate a 
possible difference. I am not saying this is true. It may be that the 
rates charged by other people are higher than ours. I don’t know 
about that. 

Mr. Héserr. Well, the number—numerically I think it would re- 
ect. 

General Wetste. Well, numerically, it would reflect the number of 
advertisers. 

Mr. Gavin. Getting back again, General, to operational controls, I 
noted a story I think in one of the local papers, a statement by Gen- 
eral Weyland, I believe, who is retiring from the Air Force; is that 
correct ? 

General Werte. Yes, sir. 
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Mr. Gavin. Did you read that statement ? 
General Werszz. No, sir. I don’t know the one you are referring to. 
Mr. Gavin. Well, if I can locate it, I ask permission at this time, 
Mr. Chairman, if I may insert it in the record. 
| Mr. Hiperr. Yes. 
| Mr. Gavin. At this point. 
(The article referred to is as follows :) 


{From the Washington Daily News, July 29, 1959] 
WEYLAND VIEWPOINT—WE RELY Too MucH ON HEAvy BoMBERS 
(By Jim G. Lucas, Scripps-Howard staff writer) 


LANGLEY Ark Force Base, VA., July 29.—Air Force Gen. O. P. Weyland said 
today his fighters—though it is not their prescribed mission—could reach and 
destroy fully half of major targets now assigned to heavy bombers. 

} General Weyland, head of the Tactical Air Command (TAC), retires tomorrow 
after 36 years in uniform. 

In a farewell interview sizing up our airpower, he said he didn’t think it was 
balanced right—as between the role of his TAC fighters and that of the bombers 
under the Strategic Air Command (SAC). 


REASON 


This, he said, was because the Nation’s strategic plans were approved when 
nuclear Weapons were so cumbersome only the heavy bombers could handle them. 

Today, said General Weyland, a small fighter can deliver a one-megaton pay- 
load (the equivalent of 1 million tons of TNT). Moreover, supersonic fighters 
can move in faster—at twice the speed of sound—at lower altitudes and with 
less risk of radar detection. Flying from established bases along the rim of 
the Iron Curtain, he said they can deliver a nuclear payload without refueling 
over enemy territory. 

Carrying even smaller and more advanced nuclear weapons, General Weyland 
said, TAC fighters could knock out targets, such as bridge complexes, on which 
SAC’s heavy payloads would be wasted. 


WARNING 


General Weyland called for revision of plans which assign SAC against most 
enemy targets. In language seldom heard around an Air Force base, he warned 
that the Pentagon’s preoccupation with strategic bombing and long-range missiles 
may soon leave us unprepared to fight a limited war. “We are fast approaching 
our pre-Korea military posture,” he said. 

General Weyland said TAC, which has more than 1,000 supersonic jet fighters 
is at rockbottom. He said he had been forced to come down from 24 to 16 
wings, and his plans to give TAC an all-weather capability with 4 wings of 


) F-105’s had been delayed 3 years for economy reasons. 


FRUSTRATED 


In many respects “Opie,” General Weyland, leaves the Air Force a frustrated 
man. He is frustrated by what he feels is the Joint Chiefs of Staff’s over- 
emphasis on massive retaliation as opposed to his own concept of balanced 
forces, and by his losing fight for more and better fighters now. 

But he is not bitter. He is proud of his command; he considers it the hardest, 
leanest, toughest arm of the Air Force. 

Mr. Gavin. But he went on to state that there were certain phases 
of aircraft that he thinks ought to be given more preferred attention 
by the Department of the Air Force. That is in particular fighter 
combat planes. 

General Werste. Well, based on his present assignment, I would 
say he is talking about what we call support aviation. 


' Mr. Gavin. What? 








474 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


General Werste. Support aviation. 

Mr. Gavin. Yes. 

General Weiste. Namely, aircraft which have capabilities for sup- 
porting ground targets, or supporting ground troops. 

Mr. Gavin. Forces. 

General Weriste. Against enemy targets. Now I believe that is 
what he is talking about, that that particular area should from the 
Air Force itself receive more money in order to get more or better 
equipment, I don’t know which. I haven’t read the article. 

Mr. Gavin. Well, he went on to say what a very small plane, the 
type of weapon that it could carry, and the destructive power, and so 
forth. 

What I am trying to ascertain is whether or not—if the Air Force 
gave more attention to aircraft and planes and types of planes and 
transportation of troops and close ground support, and all that sort of 
thing, maybe it would keep them busy so that the function that right- 
fully belong to the ground forces, like operational control, could be 
handled by the Army. [ Laughter. ] 

Mr. Gavin. Do you know whether or not the Department of the 
Army is training the ground forces for the handling of operational 
controls of missiles, and then after they get a crew or a team trained 
they turn them over to the Air Force ? 

Some time ago I believe I heard that they were doing some of that 
work. And then turning the team over to the Air Force. What do 
you know about that? 

General Wetste. I am relying on my memory, sir, so this may not 
be too accurate. But I believe that ‘at Huntsville, Ala., Redstone 
Arsenal, that teams or individuals or both have been trained on Army 
missiles that are to be under the operational—I say Army missiles, 
that were developed by the Army, that are going to be under the 
operational control of the Air Force. 

I believe that is essentially correct. I am not sure that it is ab- 
solutely 100 percent accurate. 

Mr. Gavin. But you definitely believe that operational controls is 
an Army mission ? 

General Weisie. Of those weapons which are going to support the 
Army: ves, sir. 

Mr. Gavin. Well, what difference does it make? If it is a missile 


. } 
fired from the ground, whether it supports the Army or supports the 


Air Force, what difference does it make? It supports and protects 
the country. What difference does it make? 
General Werste. Well 
Mr. Gavin. Because the Department of the Army did not develop 
the missile—it is fired from the ground. That is the point I am try- 
ing tomake. It isa ground force operation. 





General Wersie. I see. There is no question in my mind but that ' 


it belongs to the service that operates from the ground, or on the 
gronnd. 

Mr. Gavin. Any weapon, whether it is developed by the Navy or 
the Army or the Air Force. 

However, in the Polaris, which is a weapon that is fired at. sea, 
naturally the Navy—that responsibility would, I believe, belong there. | 


But on the ground, I think—it is my opinion that that is a ground ! 


| 














rce 


nd 


ht- 





the | 


nal 


ned 


hat — 


not 
one 
my 
les, 
the 


ab- 


y or 


sea, 
ere. 
und 


t 


} 


RETIRED PERSONNEL IN DEFENSE INDUSTRY 475 


force operation, and that the Department of Defense should place all 
weapon firing under the control of the Army or the ground forces. 

And I want you to say whether or not you think my conclusion is 
right. 

Mr. Hépert. He said it. 

Mr. Gavin. He said just Army weapons developed by the Army. I 
am talking about all weapons. 

Mr. Héperr. I think—— 

Mr. Gavin. Missiles. 

Mr. Hésert. I think the general has testified, Mr. Gavin, that the 
position of the association is, historically, that any weapon fired from 
the ground is an Army responsibility—the concept of the artillery, 
which preceded the missile field ; is that correct ? 

General Weiste. That is correct, sir. But, of course, a military de- 
cision has been made against that, as you know, sir. 

Mr. Héperr. I know that. And that is the reason I asked you to 
what extent did you go in trying to mold public opinion the other way, 
and you answered that question. 

General Werte. I answered that. 

Mr. Hézerr. Now there was a statement made yesterday by the Air 
Force Association—and this comes into the scope of the hearing, and 
we will return to it; because these statements get out and they are 
flat statements, without any background, but just merely a statement. 
And the representative of the Air Force Association made the state- 
ment that the arsenal system is as outmoded as trench warfare. Now 
that could be picked up and accepted by people who read it and the 
public. Would you concur in that? 

General Werptr. No, sir; I wouldn’t say it was as outmoded as 
trench warfare. I think the modifications that have been made in it 
over the past several years are very desirable modifications. 

I believe—and I am expressing now a personal opinion. I believe 
it is best expressed really and best described by an article which we 
printed in our magazine that was written by Dr. Martin when he 
was Chief of Research and Development forthe Army. And I would 
ask your permission to give you that article for inclusion in the record, 
if you want it. 

Mr. H&éperr. Well 

General Werstex. I think it explains the arsenal system very well. 

Mr. Hézerr. Of course, we are not in that field of operations. It 
is just merely information that we are getting now. It is not the 
scope of the hearing, except directed to the statements made. 

General Wetste. Yes, sir. 

Mr. Heéserr. By the Air Force Association, which has public dis- 
semination and which would influence the thinking of the general 
public. 

General Wetste. Well, this article which I mentioned was made 
part of a speech or which really developed from a speech which Dr. 
Martin did make to members of industry. And I was so impressed 
by the way it had been developed I asked him to revamp it for use in 
our magazine, and we published it, oh, several months ago, sir. 

Mr. Heéserr. The committee will be glad to have it for its infor- 
mation. 

Thank you very much. General. 

Mr. Gavin. Let me ask the general one question. 
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_ Do you think on this retired personnel that there should be legisla- 
tion with respect to it, or do you think that there should be a code of 
ethics that should be respected, developed, or what—how do you think 
we should approach this matter ? 

General Werste. You are asking me for constructive criticism, sir 
and I haven’t thought it out. 

I do believe, as I indicated, that if the existing law is open to such 
an oe age as was given—or decision as was given by the Comp- 
troller General, which appeared to us to be so drastic, that certainly 
most of us misunderstood the intent of the law. And if the intent 
of the law is not actually reflected by the Comptroller’s decision, then 
I think that the law needs clarification. 

That is the first thing. Then 

Mr. Héserr. I may point out there, General, that that law which 
prohibits for life soll as far as the Navy is concerned was a rider 
on an appropriations bill, without discussion or hearings or back- 
ground. So we really have no definition at all of the selling action. 

General Weiste. Well, that is what I meant by “clarification.” 

I think there is too much confusion in all of our minds as to just 
what does the law really mean. 

I think most of us intend to abide by it. I don’t think anybody is 
going to try to get around it. But they would like to know just what 
it does mean, sir. 

Mr. Hésert. Well, that is a responsibility of the committee which 
we assume—which we accept. 

General We1sze. I think a code of ethics is not a bad thing in itself. 
On the other hand, if the legislation itself which you gentlemen might 
propose really solves the problem, then in my opinion there is no 
need for a code of ethics. 

Mr. Héserr. Well, thank you very much, General. 

Mr. Courtney. The Army Ordnance Association. 

Mr. Hésert. The next witness, Mr. Courtney. 

Will you gentlemen at the table identify yourselves for the record, 
please. 


TESTIMONY OF LEO A. CODD, AMERICAN ORDNANCE ASSOCIATION 


Mr. Copp. Mr. Chairman, I am Leo A. Codd—C-o-d-d, the executive 
vice president of the American Ordnance Association. 

Mr. Héserr. And you will testify for them ? 

Mr. Copp. Yes, sir. 

Mr. Hézert. The other gentlemen will testify? Will he testify? 

Mr. Copp. If you call upon them they will, yes. We would like 
to have them all sworn. 

Mr. Hézert. Identify themselves. 

General Mrcuirnc. Maj. Gen. Edward B. Mechling—M-e-c-h- 
l-i-n-g, U.S. Air Force, retired, staff director for technical operations, 
AOA. 

Mr. Hézert. Will you gentlemen take the oath, please. 

Mr. Courtney. These two gentlemen over here, Mr. Chairman. 

Mr. Hézert. Excuse me. The other gentlemen? 

Mr. Copp. Yes. 

Mr. Hépzert. Identify yourselves for the reporter. 

Captain Wricur. Capt. J. M. P. Wright, U.S. Navy, retired, staff 
director of post operations. 
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Mr. Courtney. And the next gentleman ? 

Mr. Lewis. Roger E. Lewis, managing editor, Ordnance magazine. 

Mr. Courtney. They are prepared to take the oath, Mr. Chairman. 

Mr. Hépertr. You and ik of ou do solemnly swear that the testi- 

| mony you will give before this subcommittee in the matters now under 
consideration will be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Mr. Copp. I do. 

General Mecuuine. I do. 

Captain Wricurt. I do. 

Mr. Lewis. I do. 

Mr. Hésert. Be seated, gentlemen. 

Mr. Courtney. Colonel Codd, thank you for deferring to the other 
associations because of their previous commitments, 

Do you have a prepared statement ? 

Mr. Copp. No, Mr. Courtney, we do not. 

Mr. Courtney. Mr. Chairman, the association has filed, early, its 
answers to the questionnaire. And I want to direct attention to just 
a few facts before the questioning begins as to the operation of the 
association. 

Mr. Copp. Mr. Counsel, may I just give a brief word of background 
of the association ? 

Mr. Courrney. If you will. 

Mr. Copp. In lieu of a statement. 

Mr. Courtney. If you would. 

Mr. Copp. It might be well for orientation purposes. 

Mr. Chairman, the American Ordnance Association was established 
in 1919, under the direction of a group of men associated with Newton 
Baker, the then Secretary of War. 

The group consisted both of officers of the Army and of leaders in 
industry who had had the terrific responsibility of mobilizing our in- 
dustry to meet the armament needs of that war and they determined 
to form an association which would concentrate its efforts upon im- 
pressing upon industry and science and engineering fraternities the 
importance of the ability to make and produce the very best types of 
weapons in a minimum of time and at the lowest possible cost, and 
thus to save lives and tremendous national wealth. 

__ The association, then, has been in existence continuously since 1919. 

It is now in its 40th year. 

In 1948 at the time of unification of the Armed Forces it became 
the American Ordnance Association and endeavors to perform, in co- 
operation with the Navy and the Air Force, as well as the Army, the 
function that it originally concentrated its efforts on for the Army 
exclusively. 

It was a twofold area of operation. 

The first is to inform its members about the progress and the needs 
of our defense services for armament. This is exclusively an arma- 
ment organization. 

We are interested only in the technology of the design, the research, 
the development, the production—not the procurement—and the main- 
tenance and logistics of weapons. And this function, as I say, we 
have continued to do through our various local organizations and 


staff | through our publications. 
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We have a membership of approximately 42,000. Ay 
The one requirement for membership is American citizenship} yw 
That membership is broken down briefly into about 41,000 individien Isin 
and some 1,000 or 1,100 companies. Companies nominate to have their! 6¢ ¢} 
key employees, who should be familiar with armament needs and prog. he 
ress, and they become individual members of the association and 


oa : — _— ; Gove 
gry sea in all the privileges of individual membership. only 
We keep them informed through our publications, our bimonthly’ jy p 


journal Ordnance, our quarterly or thereabouts —— Logistics, ~ "y, 
our monthly news bulletin called The Common Defense, and a special 


bulletin prepared for the members who are associated with our teeh- rE 
nical divisions and sections called “Industrial Preparedness.” tank 

In addition we have the meetings and seminars, national, regional, then 
and local, throughout the United States. amet 

The purpose of these meetings is to have our members here and lean thing 
more ihoul the technical needs of the armament that is being developed “yj, 
and that needs to be developed for each of the services, share and share vidus 
alike. 


. wae fics any 
Thus we have some 58 local organizations throughout the United the f 


States. We call them posts. Smaller ones are called chapters. And po, 
they perform the functions which the local chapters of any normal oi 
engineering society would perform—to gather from time to time, to 41 ¢), 
hear an expert discuss the particular problem related to our field, and na ‘ 
thus to increase their own knowledge in that field. ae 
Now, the association has a second most important function that it “yp, 
erforms, and that is that it has among its members some 74 technical ,.° 
Rieisiens and sections, comprised of individuals who are especially 
skilled in the scientific and engineering techniques of production, and york 
thus they serve in an advisory capacity and entirely without cost to an y 
the Government in recommending when asked to recommend about the fr 
the technical details of any particular weapon or weapons system ~ yy, 
which may be under consideration. Mr. 
We have some 74 of these divisions, as I say, and they cover th yy, 
entire gamut of armament, of weapons, and they are manned by ex Mr. 
tremely highly qualified cement from industry, science, and the Hie te 
engineering professions, who serve in this capacity. The 
eneral Mechling, who is our staff director for these technical di go)ay 
visions and sections, is here and will be glad to explain any detail 4p. 4, 
concerning their operation. _ publis 
Our posts and chapters are directed from Washington by Captail * Wo, 
Wright, who is in constant touch with them and helps arrange ther yy, 
programs. Mr. Lewis is our managing editor and in charge of publica publis 
tions. Mr. 
Now, finally, Mr. Chairman—and I do not mean to presume on you! -fp 
time and patience—there are a few areas in which I think it is mos yp 
important that we stress, and stress as firmly and as accurately a3 W the as: 
know how, in which this association does not operate. other t 
In the first place, it is not concerned and does not operate and ba period 
no contact with lobbying of any kind. Mr. 
I believe in my 38 years with this association this is the first time- yp 
the second time—I have ever appeared before a congressional commit, ties of 
tee. And my visits to these sacred precincts are so few and far bt mentic 
tween that I have to inquire directions every time I come here. 
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And this applies for all of our organization. 

We are not a lobbying organization, never have been, never will be, 
Isincerely hope. We are not concerned at all in the roles and missions 
of the respective military services. These are decisions that require 
the expert opinion of the men who have that obligation for the 
Government and we respect their point of view and we follow them 
and never participate in any way in trying to influence them. We 
are not interested in any particular types of weapons. 

The function of determining the military characteristics of a weapon 
is exclusively the function of the military services and once they have 
made that decision, that they require a missile or a rocket or a gun ora 
tank or whatever it may be, to meet these specific purposes and goals, 
then our association when called upon gladly gives all the technical 
advice it can possibly give as the best way to produce that particular 
thing in quantity and in time and at low cost. 

Therefore, we are not interested in any companies or any indi- 
viduals’ particular product, and we take no steps whatever to promote 
any particular product, and, finally, we take no activity whatever in 
the field of procurement. We have nothing to do with the drafting of 
procurement regulations. We have nothing to do with price. We 
have nothing to do with renegotiation. We have nothing to do with 
all those functions which are closely allied to the production of mili- 
tary equipment, but which are not in the technical and in the produc- 
tion fields of attaining them. 

Mr. Chairman, as Mr. Courtney has said, we have filed our answers 
to your questionnaire. We are extremely pleased to tell you and the 
members of the committee, and indeed the whole fie about the 
work that the association has been endeavoring to do for 40 years, 
and we are here to elaborate on any of these answers and to give you 
the full and complete information at all times. 

Mr. Héperr. You almost leave no questions to be asked. 

Mr. Copp. Thank you, sir. 

Mr. Hésertr. Mr. Courtney. 

Mr. Courtney. Just so we may have the same format throughout 
the record—verify this with me, if you will, Mr. Codd. 

The income of the association is somewhat in excess of half a million 
dollars, $209,000 of which comes from dues as you have described and 
the balance from advertisements in one of the magazines which you 
publish, the Ordnance magazine. 

Now, I have 

Mr. Copp. If I may interrupt. That is the only one in which we 
publish advertisements. 

Mr. Courrney. The Ordnance magazine? 

Mr. Copp. Yes, sir. 

Mr. Courtney. Mr. Chairman, we have through the courtesy of 
the association, a copy of the latest issue of that magazine, and of the 
other two publications, one of which is monthly and I believe the other 
periodically. 

Mr. Copp. Yes, sir. 

_Mr. Courrnry. Then to summarize it, Colonel, so far as the activi- 
ties of your association are concerned your interest lies solely in the 
mention of production of requirements; is that it ? 
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Mr. Copp. Yes, sir. 

Mr. Courtney. And the solution of technical problems which may 
present themselves in production ? 

Mr. Copp. Yes, sir. 

Mr. Courtney. Rather than any decision having to do with what 
shall be produced ? 

Mr. Copp. Yes, sir. 

Mr. Courtney. Are you frequently called in or does the Depart- 
ment or do the several departments submit certain problems or re- 
quirements for solution by your technical groups asking you to con- 
tribute from your experience to the solution of the technical problems? 

Mr. Copp. Frequently. 

Mr. Courtney. And no other activity and no other material is fur- 
nished for any other subject than the mere subject of production ? 

Mr. Copp. That is correet—well, production in all of its phases. 

Mr. Courtney. In all of its phases. 

Mr. Copp. It might come into the area of research, but that as it 
eventually relates to the possibility of producing, but not as to the 
possibility of performing a military mission. 

Mr. Courtney. Mr. Chairman, I would like to introduce the an- 
swers to the questions which the association has filed. 

(The answers by the American Ordance Association to the question- 
naire of the committee are as follows:) 


QUESTIONNAIRE FOR ORGANIZATION 


1. Does your organization now or has it within 2 years, concerned itself, 
directly or indirectly, or for any purpose, with an activity of or for the Depart- 
ment of Defense, its military or civilian personnel (active, retired, or Reserve) 
or with the purchasing by or contracts of the Department of Defense? 

If your answer to this question is “Yes,” answer the following questions. If 
your answer is “No,” return the questionnaire after signature on last page. 

Answer. Yes. 

2. When and where was the organization formed, give its stated purposes as 
set out in charter, articles of incorporation, bylaws, or any other document. 

Answer. The American Ordnance Association—until 1948 known as the Army 
Ordnance Association—was organized October 25, 1919, at the Aberdeen Prov- 
ing Ground, Md. It is a patriotic, technical, educational, nonpolitical, and 
nonprofit society devoted to armament preparedness in the United States. It is 
not a trade association. Its stated purposes are set out in its constitution and 
bylaws, copy of which is attached (exhibit A). Its purposes, functions, and 
operations are more briefly described in its fact sheet (exhibit B). 

8. A. Isthis a profitmaking organization? 

Answer. No. 

B. If it is a nonprofit organization, state where established, nature of organi- 
zation, and whether U.S. Treasury Department has granted tax exempt status. 

Answer. The American Ordnance Association is a nonprofit organization in- 
corporated in 1928 under the laws of the District of Columbia. It consists of 
nearly 42,000 American citizens whose objective is to assist in effecting industrial 
preparedness for the national defense of the United States. Its nature is further 
described in its constitution and bylaws. By decision of the Director of Internal 
Revenue, U.S. Treasury Department, the association is tax exempt. 

4. If legal business address is other than the address on this questionnaire, 
give correct address. 

Answer. The correct address of the national headquarters of the associa 
tion is Mills Building, 17th and Pennsylvania Avenue NW., Washington, D.C. 
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5. Does this organization have paid officers, employees, consultants, or 
advisers? 

If the answer to this question is “Yes,” give name and title of each (omit 
clerical personnel). 

Answer. All national and local officers, consultants, and advisers of the 
association serve without remuneration other than the following officers at 
national headquarters: Leo A. Codd, executive vice president; Florence G. 
Ferriter, secretary ; Margaret E. Ferriter, assistant treasurer; Norma A. Wood- 
house, assistant secretary. 

There are in addition 22 executive, secretarial, and clerical employees at 
national headquarters. 

6. What are the sources of income of this organization? 

A. If dues or assessments are collected, how are they determined and assessed, 
and state amounts. 

Answer. The entire income of the association is derived from: (i) Member- 
ship dues; (ii) proceeds (subscriptions and advertisements) from Ordnance, the 
association’s bimonthly journal; and (iii) income from reserve funds. 

There are no assessments. 

B. If there are different classes of membership, state dues or assessments for 
each. 

Answer. The classes of membership in the association are: (i) Regular (indi- 
vidual) members, $5 a year or $12.50 for 3 years. (ii) Life (individual) mem- 
bers, $100 a year. (iii) Company members, $125 a year. (iv) There are two 
sustaining members, one of whom contributes $500 a year, the other $1,000 a year. 
There are no assessments. 

C. Name the source or sources of any income other than dues or assessments, 
and state amount thereof received annually. 

Answer. There are no other sources of income other than those referred to in 
Aof page 2. Income from these sources during 1958 was: (i) From membership 
dues, $209,315.30. (ii) From subscriptions to and advertisements in Ordnance, 
$253,376.06. (iii) From invested reserve funds, $11,448.37. 

7. Name the persons in your organization accountable and responsible for 
the following: 

A. Solicitation of funds. 

Answer. Funds are not solicited by the association. The extension depart- 
ment for obtaining new members is conducted by national headquarters under 
the executive vice president. Advertisements for Ordnance are obtained solely 
by a professional advertising agency. 

B. Dues. 

Answer. These are collected solely by the membership department at na- 
tional headquarters under the direction of the executive vice president. 

C. Other income. 

Answer. The only other income is from invested reserve funds of the asso- 
ciation (see 6—C above) under the direction of the treasurer of the association. 

8. Where are the books of account, minutes, and correspondence of your or- 
ganization kept ; and in whose custody are they lodged? 

Answer. All records are kept at national headquarters of the association, 
Mills Building, 17th and Pennsylvania Avenue NW., under the custody of the 
executive vice president. 

9. State whether this organization prepares any statement or financial account 
of organization activities. If the answer to the question is yes, furnish the 
latest of such statements. 

Answer. Yes. The financial accounts of the association are audited annually 
by certified public accountants—Ernst & Ernst—who report to the board of di- 
rectors of the association. Copy of their report for the year ended December 31, 
1958, is attached (exhibit C). A condensed statement of income and expense 
is —- to all members. Copy of this report for the year 1958 is attached 
(exhibit D). 
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10. For the year next preceding receipt of this questionnaire, specify sepa- 
rately the amounts expended for— 


A. Salaries: 


ce NS a ES OS EE ae ee eeneeenenepere a. TT $81, 320. 87 
er oss Se erence eel) ye Se A eG 78, 929. 08 
ar I ee es dbiie Sete None 
ae ge ne Sl aren yee nen aban aetna eek ee None 
= mrverieen 10r me men) ee 8 ec eas 1, 805. 08 


(Membership advertisement in technical publications—sam- 
ples attached—exhibit E.) 


Membership solicitation from direct mail_-_----.-------~-- 47, 596. 70 
C. Assembling, preparation, or dissemination of any data: 

ey WOO Bue te Soke oe Se damue canted 268, 203. 35 
Ge NL a ae ee nenaene es 28s 22, 512. 74 
Industrial Preparedness (bulletin) ~-.....-.-------------- 1, 713. 68 
Semeenen BONS ek 8 Ses Oe eee 974. 27 
Technical Operations Manual (booklet) (samples are en- 

closed in connection with question No, 14)-------------- 1, 897. 25 


10. DD. Honorariums (state to whom paid). None. (If by honorariums is 
means award of prizes and medals, and charitable donations, the following are 
awarded annually :) 

(i) Trophy awards for ordnance scholarship at the national service acad- 
emies of the Army, Navy, and Air Force. 

(ii) Donations to service relief societies. Proceeds from annual and 
regional meetings. 

(iii) The Alden Award—$200 annually for excellence in scholarship. at 
the U.S. Army Ordnance School, Aberdeen, Md. This is the income from 
endowment of $5,000 established in memory of the late Colonel Herbert W, 
Alden of Detroit. 

(iv) In addition, the association awards annually several gold medals 
for outstanding service to armament preparedness. 

E. Grants (state to whom given) : None. 

F. Entertainment: None. (If the term “Entertainment” includes meals in- 
cident to the conduct of association meetings, it is a standing practice to have as 
guests of the association civilian and military officials who are conversant with 
the subject matter of the meeting. Also, members and visitors to national 
headquarters on normal association business are occasional luncheon guests.) 

11. State whether the organization assists or furnishes material or data 
for the use of anyone outside of the organization, for any purpose. If the an 
swer is “yes,” explain. 

Answer. In addition to data published in association publications, the asso 
eiation furnishes special reports on request from the Defense Establishment on 
technical problems which have been submitted to the association’s technical 
divisions. These activities are strictly exclusive of any matters pertaining to 
procurement. At all meetings of technical divisions and sections it is required 
that the following statement of policy (as set forth in the Technical Manual) be 
read publicly and observed strictly (exhibit J) : 

“The divisions and their sections of the association are advisory to the armed 
services on the continuing problems of development and production of arma- 
ment and other ordnance, It is not within the scope of any American Ordnance 
Association technical division or section as such to discuss or be at all con 
cerned, collectively, with matters of trade, procurement, price, market, or cot 
trol, or with the placement of specific contracts among prospective producers, 
or to do anything whatsoever connected with the determination of particular 
prices of a complete article or the component materials or the allocation of 
material among specific prospective producers.” 

The same policy governs all other activities of the association. 

12. Who, in the organization, is responsible or accountable for expenditures, 
other than wages and salaries, for 

A. Advertising of any kind in any media? 

Answer. Executive vice president. 

B. Entertainment? 

Answer. Executive vice president. 
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13. Name persons employed or performing any work or service who has re- 
ceived compensation Or remuneration from your organization in the preceding 
2 years who is either a retired officer of the U.S. Military Establishment or 
was, in the past 5 years, a Federal civilian official or employee about the grade 
of GS-12, giving retired status or former office in each case. 

Answer. The following are salaried employees of the association, all of whom 
are located with national headquarters at Washington: Col. Leo A. Codd, 
USAR (retired) ; Maj. Gen. Edward P. Mechling, USAF (retired) ; Col. Henry C. 
Thayer, USA (retired); Capt. J. M. P. Wright, USN (retired). 

In addition, authors of specially prepared articles in Ordnance are paid for 
their manuscripts. The usual rate of compensation for authors is $25 the printed 
page. Authors include military and civilian personnel of the Armed Forces, 
active and retired. Each issue of Ordnance usually includes several articles by 
authors in these categories. 

14. Does the organization issue any publication? If the answer is “Yes,” 
furnish the latest issue. 

Answer. Yes. The association publishes regularly the following: 

(i) Ordnance: The bimonthly journal of the association published continu- 
ously since 1920 is a medium for the dissemination of information to members. 
In its pages are presented discussions of current development in the scientific, 
engineering, and industrial phases of armament preparedness—military, naval, 
and air (exhibit F). 

(ii) Common Defense: A monthly news bulletin mailed to all members of 
the association. It contains fact and opinion on topics relating to armament 
preparedness (exhibit G). 

(iii) Industrial Preparedness: A bimonthly report to members of the associa- 
tion’s technical divisions and sections. This report deals with technological 
phases of armament progress. In it are also published the programs and calen- 
dar of meetings of AOA technical groups, together with information on latest 
organizational changes in the Army, Navy, and Air Force (exhibit H). 

(iv) Logistics: A technical publication issued as conditions warrant contain- 


| ing logistical reports on special and timely ordnance subjects. It is sent regularly 


to the nominees of all company members and is available to the general member- 
ship upon request and without cost. Articles in Logistics are usually of a more 
detailed nature and of greater length than would be appropriate in the associa- 
tion’s other publications (exhibit I). 


15. Is any person employed or affiliated with your organization registered under 
the Lobbying Act? 


Answer. No. Any activities directly or remotely related to lobbying or the 
influencing of legislation are prohibited by the constitution of the association and 
policies pertaining thereto. The association, under the terms of its constitution, 
is nonpolitical. For 40 years it has not engaged in any type of lobbying. 

Icertify that the foregoing answers are true and complete. 

(Signed) Lro A. Copp, 
Evecutive Vice President. 

Mr. Courtney. I have no further questions. 

Mr. Hérerr. Would you say that your association, then, is com- 
parable to the National Industrial Security Council ? 

Mr. Copp. In certain areas, Mr, Chairman, and in certain areas it 
isnot. Our association confines its activities and its operations ex- 
clusively to the area of weapons. We are not concerned about any of 
the other functions connected with getting those weapons, and none of 
the other supplies for which the military services have need—textiles, 
food, and subsistence don’t come within our field at all. I think the 
National Security Industrial Association does have some areas in those 
fields in which they operate. 

On the other hand, they do a magnificent piece of work in their 
activities for what I refer to as functional operations. Procurement 
regulations, auditing procedures—— 

Mr. Courtney. Standardization. 
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Mr. Copp. Standardization, and areas of that kind. And for al] | 
I know, renegotiation. I don’t know whether they are in that or not, 

But those are all concommitants in which I am sure they operate in | 
most of them, and are doing a very fine piece of work in that field. | 

Mr. Hésert. The reason for that question is: It is significant that 
your organization was organized at the oe of then Secretary | EMI 
of War Newton Baker, and the National Industrial Security Council 
was originally organized at the suggestion of then Secretary of the 
Navy James Forrestal. 

Mr. Copp. If I may give you a bit of history that I take delight in 
putting into the record—maybe this will not be inopportune, but Sec- 
retary Forrestal called me one morning and asked me how he might 
go about forming an association to do for the Navy what the then 
Army Ordnance Association was doing for the Army. And with the 
cooperation of Mr. Felton, who was a close friend of Jim Forrestal, 
the Navy Industrial Association was gotten underway with th Th, 
thought that the Navy might have to assist in its problems of these they 
natures that we speak of, the type of organization that the Army had fr 


in the Army Ordnance Association. Mr 
Mr. Hésert. Well, in other words, it was a coordination between yr 
industry and the Defense Department ? Conv: 
Mr. Copp. Yes, sir. The 
Mr. Husert. In those instances the Department of the Army and jy, 
the Department of the Navy? phier. 
Mr. Copp. That is correct. We are not at all concerned about who thesy 
does what. We want to help the entire area. | The 


Mr. Héserr. I think it is interesting that only the Air Force hasn't filed, 
come up with such an organization. But they have the Air Fore gworn 


Association, who takes everybody in. [Laughter.] (TI 
So they probably don’t need this added group. 

Any further questions? QUEST! 

Mr. Courtney. No further questions, Mr. Chairman. Al 

Before we recess, will you announce the next meeting? To Su 

Mr. Hésert. Thank you very much, sir. We appreciate your ap U.S. 

pearance here. 1. = 

The committee will stand in recess until Wednesday morning at 10 Highw: 

o’clock. 3. Re 

Mr. Courtney. Wednesday morning at 10. 4. 1 

Mr. Hésert. Wednesday morning, and not Tuesday. rs ~ 

Mr. Courtney. And not Tuesday. an 

(Whereupon, at 12 :12 p.m., the subcommittee adjourned. ) Volunt: 
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aa EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 


- PERSONNEL BY DEFENSE INDUSTRIES 
Le 


Ag WEDNESDAY, AUGUST 5, 1959 

ieht Housk oF REPRESENTATIVES, 

hen CoMMITTEE ON ARMED SERVICES, 

the SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
stal, Washington, D.C. 


the The subcommittee met at 10 a.m., F. Edward Hébert (chairman of 
hese thesubcommittee) presiding. 
had = Mr. Héserr. The committee will be in order. 
Mr. Courtney. 
ven =Mr. Courtney. Mr. Chairman, the General Dynamics Corp. and its 
Convair Division have been requested to appear here this morning. 
The president of General Dynamics, Mr. Frank Pace, is here. Mr. 
and J, V. Naish, the president of Convair Division, and Mr. Thomas Lan- 
phier, an executive of the Convair Division, have been requested by 
who thesubcommittee, and are here present. 
The questionnaires in response to the committee’s inquiry have been 
asn't filed. I would ask they be made a part of the record and the witnesses 


rn! 


‘oree sworn. 
(The questionnaires referred to are as follows :) 


QUESTIONNAIRE To BE ACCOMPLISHED BY RETIRED MILITARY OR NAVAL PERSONNEL 
ABOVE GRADE OF CAPTAIN IN ARMY OR AIR FORCE AND LIEUTENANT IN NAVY 


To Subcommittee for Special Investigations, Committee on Armed Services, 
r ap U.S. House of Representatives, House Office Building, Washington, D.C. 
1. Name: Joseph T. McNarney. 
at 10 2. Mailing address: Convair, a division of General Dynamics Corp., 3165 Pacifie 
Highway, San Diego 12, Calif. 

3. Retired rank : General. 

4. Department from which retired : U.S. Air Force. 

5. Month and year when retired: January 1952. 

6. Monthly retirement payments received : $928.31. 

7. Was your retirement voluntary or involuntary? (If involuntary, explain.) 
Voluntary. 

8 Are youdisabled? No. 

9. What and where were you last two duty assignments prior to retirement? 
Commanding general, Air Materiel Command, 1947-49; Chairman, Defense Man- 
agement Committee, 1949—52. 

10. When did you enter the service from which you retired? August 1916, 
Aviation Section, Signal Corps, U.S. Army. 

11. Was your military service continuous or interrupted? Explain. Con- 
tinuous. 
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12. When after retirement were you employed, consulted, or retained in or 
by private industry? April 1952. 

13. By what company, organization, or person are you now employed, re. 
tained, or consulted in any capacity? Member of board of directors, Genera] 
Dynamics Corp., and consultant to Convair Division. 

14. By what companies, organizations, or persons have you been employed, re 
tained, consulted, or associated in any capacity? Consolidated Vultee Aircraft 
Corp. ; General Dynamics Corp. upon merger with Consolidated Vultee. 

15. What compensation or remuneration, direct or indirect, in money or any. 
thing of value, are you receiving or have you received for the service per. 
formed? Maximum salary received was $75,000 per annum during period ag 
president of Convair. Additionally, I received incentive compensation awards 
and a restricted stock option. There was also a future consulting agreement 
contingent upon performance of services. Since retiring as president of Convair, 
I have received normal expenses in connection with attendance at board of 
directors meetings and $30,000 per annum as consultant to Convair. 

16. What is the title of present position, if any? Member of the board of di. 
rectors, General Dynamics Corp., and consultant to Convair Division. 

17. Give a precise and complete statement of the work performed, services 
rendered, and your business address, if different from that of the company. (a) 
President and chief executive officer of Convair from April 1952 to March 1958; 
(b) member of the board of directors of General Dynamics Corp., and consult- 
ant to Convair Division in the broad fields of general management and organiza. 
tion, April 1958 to present. 

18. State whether you have solicited or participated in any discussions, oral or 
written, concerning sale, use, adaptation, modification, improvement, suitability, 
development, or research of any article, plan, process, or program with any officer 
or employee of the Department of Defense at any time since your retirement, 
and at any place, on behalf of any company, organization, or yourself. Neither 
during my first 2 years after retirement from military service nor at any other 
time have I participated in soliciting, selling, or negotiating of any article, plan, 
process, or program. During my period of presidency at Convair, sales and con! 
tractual matters were delegated initially to the vice president in charge of sale 
and contracts, and later to the Convair executive vice president. I, of course, 
had innumerable technical and administrative discussions with probably all of 
the high-ranking military and civilian officers concerned with strategic, air de 
fense, and logistic matters. 

19. If your answer to the foregoing question 18 is “Yes,” state the subject of 
such discussions, conversations, or writings; identify the persons with whom 
the exchanges took place or the circumstances under which they occurred. | 
received many visitors from the Congress, the Defense Department, and othe 
agencies of the Federal Government as part of my duties es president, and par 
ticipated in many discussions with these visitors concerning technical and ad 
ministrative matters involved in major Defense Department programs. Con 
versely, I also, of course, visited Defense Department establishments and had 
discussions with civilian and military officers and employees at many organiza 
tional levels, in almost all branches of the Armed Forces and in the Office of the 
Secretary of Defense, as well as with the Secretaries, concerning status, prob! 
lems, and progress on major programs. 

20. Was any Defense Department contract awarded or committed after any of 
these discussions? A large number of contracts were awarded to Convair during 
the period of my presidency, but, to my knowledge, not as a result of any of 
the aforesaid conversations and communications. Please see listing of contract 
provided committee by General Dynamics Corp. 

21. What contracts, to your knowledge, does the company or organization em 
ploying, retaining or consulting you hold, with any branch of the Department @ 
Defense? See listing of contracts provided committee by General Dynamie 
Corp. 

22. State precisely what duties you perform or work or service you rende 
with respect to any Department of Defense contracts. None. 
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23. Name Government officers, employees, or representatives with whom you 
consult, confer, or discuss any matters in relation to the performance of any of 
the above-mentioned contracts, giving location of Defense Department personnel. 
(a) For period during which I was president of Convair, see answers to No. 18 
and No. 19, above; (b) presently, I perform no duties with respect to Defense 
Department contracts. 

24. Have you notified the personnel officers of the department in which you 
hold a retired status of your present employment and duties? Not officially ; 
however, my connection with General Dynamics Corp. and with Convair Division 
is nationally known. 

I certify the foregoing answers to be true. 

(Signed) JosepH T. MCNARNEY. 

Dated June 30, 1959. 

Upon completion and signature, enclose in franked envelope and return to 
subcommittee. 





QUESTIONNAIRE TO Be ACCOMPLISHED BY RETIRED MILITARY OR NAVAL PERSONNEL 
ABOVE THE GRADE OF CAPTAIN IN ARMY OR AIR FORCE AND LIEUTENANT IN NAVY 


To Subcommittee for Special Investigations, Committee on Armed Services, U.S. 
House of Representatives, House Office Building, Washington, D.C. 


1. Name: Charles Frederick Horne, Jr. 

2. Mailing address: 844 Hillcrest Drive, Pomona, Calif. 

8. Retired rank: Rear admiral (was retired while a captain and raised to rear 
admiral on retired list as a result of combat citations). 

4. Department from which retired: U.S. Navy. 

5. Month and year when retired: March 1951. 

6. Monthly retirement payments received ; $380.40 (after deductions). 

7. Was your retirement voluntary or involuntary? (If involuntary, explain.) 
Voluntary. 

8. Are you disabled? No. 

9. What and where were your last two duty assignments prior to your retire- 
ment? Office of the Secretary of the Navy; Office of the Chief of Naval 
Operations, OP 20, Deputy Chief of Naval Communications. 

10. When did you enter the service from which you retired? 1922 as a mid- 
shipman ; graduated U.S. Naval Academy, 1926. 

11. Was your military service continuous or interrupted? Explain. Continu- 
ous, 

12. When after retirement were you employed, consulted, or retained in or by 
private industry? April 1953. 

18. By what company, organization, or person are you now employed, retained, 
or consulted in any capacity? General Dynamics Corp., Convair Division. 

14. By what companies, organizations, or persons have you been employed, re- 
tained, consulted, or associated in any capacity? Consultant to Bendix & Hazel- 
tine Corp., April to June 1953; employed by Consolidated Vultee Aircraft Corp. 
starting July 1953 until merger with General Dynamics Corp. 

15. What compensation or remuneration, direct or indirect, in money or any- 
thing of value, are you receiving or have you received for the service performed ? 
Annual salary, $35,000 plus stock option, incentive compensation awards, and 
contingent future consultation agreements. 

16. What is the title of present position, if any? Vice president, Convair, and 
manager of Convair Operation Division (Pomona). 

17. Give a precise and complete statement of the work performed, services 
rendered, and your business address, if different from that of the company. Gen- 
eral management and administration of Convair (Pomona) Operating Division. 

18. State whether you have solicited or participated in any discussions, oral 
or written, concerning sale, use, adaptation, modification, improvement, suita- 
bility, development, or research of any article, plan, process, or program with 
any officer or employee of the Department of Defense at any time since your re- 
tirement, and at any place, on behalf of any company, organization, or yourself. 
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I have not engaged in soliciting, selling, or negotiating. I have participated in 
many discussions and conferences, oral and written, concerning manufacture 
and development of products produced at Convair (Pomona). 

19. If your answer to the foregoing question 18 is “Yes,” state the subject of 
such discussions, conversations, or writings; identify the persons with whom the 
exchanges took place or the circumstances under which they occurred. Discus. 
-sions on technical and administrative subjects have taken place with all impor- 





tant visitors to Pomona from DOD and all military services. On occasional] 
visits to Washington, D.C., I have had similar discussions with representatives | 
of DOD, CNO, ONM, BuOrd, and the Department of the Army and Army Ord. | 
nance. 

20. Was any Defense Department contract awarded or committed after any 
of these discussions? Since I became general manager in 1953, many contracts 
have been awarded chronologically after various visits and conferences, but not 
as a direct result of any such discussions, as far as I know. 

21. What contracts, to your knowledge, does the company or organization em. 
ploying, retaining, or consulting you hold with any branch of the Department 
of Defense? Reference is respectfully made to the list of contracts submitted 
by the General Dynamics Corp. in response to questionnaire directed to it. 

22. State precisely what duties you perform or work or service you render 
with respect to any Department of Defense contracts. General management 
and administration of Convair (Pomona) Operating Division of Genera] 
Dynamics Corp. 

23. Name Government officers, employees, or representatives with whom you 
consult, confer, or discuss any matters in relation to the performance of any 
of the above-mentioned contracts, giving location of Defense Department per. 
sonnel. Resident naval inspector of ordnance, Pomona, Calif.; Chief of Navy 
Bureau of Ordnance and his appropriate representatives and Chief of Army 
Ordnance and his appropriate representatives in Washington, D.C. 

24. Have you notified the personnel officers of the department in which you 
hold a retired status of your present employment and duties? Yes. 

I certify the foregoing answers to be true. 

(Signed) C.F. Horne, 

Dated 26 June, 1959. 


Upon completion and signature, enclose in franked envelope and return to 
subcommittee. 


QUESTIONNAIRE To Be ACCOMPLISHED BY RETIRED MILITARY OR NAVAL PERSONNEL 
ABOVE GRADE OF CAPTAIN IN ARMY OR AIR FORCE AND LIEUTENANT IN NAVY 


To Subcommittee for Special Investigations, Committee on Armed Services, U.S, 
House of Representatives, House Office Building, Washington, D.C. 


1. Name: Milton W. Arnold. 

2. Mailing address: “Windfields,” Middleburg, Va. 

8. Retired rank: Captain; promoted to brigadier general per act of Congress, 
1948, making retirement effective at highest temporary grade held during World 
War Il. 

4. Department from which retired : U.S. Army Air Force. 

5. Month and year when retired : May 1946. 

6. Monthly retirement payments received : $320. 

7. Was your retirement voluntary or involuntary? (If involuntary, explain.) 
Voluntary. 

8. Are you disabled? No. 

9. What and where were your last two duty assignments prior to retirement? 
Chief of Staff, Air Transport Command, Washington, D.C. commander of 
24 Combat Bomb Wing (Heavy), 8th Air Force, in Europe (Nethel, England). 

10. When did you enter the service from which you retired? June 1931. 

11. Was your military service continuous or interrupted? Explain. Com 
tinuous. 

12. When after retirement were you employed, consulted, or retained in or by 
private industry? January 1946. 
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13. By what company, organization, or person are you now employed, retained, 
or consulted in any capacity? General Aircraft & Leasing Division of General 
Dynamics Corp., Washington, D. C. 

14. By what companies, organizations, or persons have you been employed, 
retained, consulted, or associated in any capacity? Air Transport Association 
of America, Washington, D.C., vice president of operations and engineering, 
1946-58; General Aircraft & Leasing Co., Inc., Washington, D.C., 1958-March 
31, 1959; General Aircraft & Leasing Division, General Dynamics Corp., April 
1, 1959, to present. 

15. What compensation or remuneration, direct or indirect, in money or any- 
thing of value, are your receiving or have you received for the service performed? 
1946, $16,000 (annually) ; 1947, $18,000; 1948, $20,000; 1950, $22,500; 1954, 
$25,000 ; 1955, $27,500; 1956, $32,500 ; 1957, $35,000; 1958, $36,500; 1950, $40,000. 

16. What is the title of present position, if any? President. 

17. Give a precise and complete statement of the work performed, services 
rendered, and your business address, if different from that of the company. 
Responsible for the execution of policies relating to the sale, lease, purchase, 
and modification of used transport aircraft; suite 228, Barr Building, 910 17th 

t NW. 
ie State whether you have solicited or participated in any discussions, oral 
or written, concerning sale, use, adaptation, modification, improvement, suit- 
ability, development, or research of any article, plan, process, or program with 
any Officer or employee of the Department of Defense at any time since your 
retirement, and at any place, on behalf of any company, Organization, or your- 
self. Yes. 

19. If your answer to the foregoing question 18 is “Yes,” state the subject of 
such discussions, conversations, or writings; identify the persons with whom the 
exchanges took place or the circumstances under which they occurred. See 
attached exhibit A. 

20. Was any Defense Department contract awarded or committed after any of 
these discussions? See attached exhibit A. 

21. What contracts, to your knowledge, does the company or organization em- 
ploying, retaining, or consulting you hold with any branch of the Department of 
Defense? None by this division. 

22. State precisely what duties you perform or work or service you render 
with respect to any Department of Defense contracts. None. 

23. Name Government officers, employees, or representatives with whom you 
consult, confer, or discuss any matters in relation to the performance of any of 
the above-mentioned contracts, giving location of Defense Department person- 
nel. None. 

24. Have you notified the personnel officers of the department in which you 
hold a retired status of your present employment and duties? My request for 
voluntary retirement stated by future employer’s name and address and was 
processed and approved by Personnel Division of the U.S. Army Air Force. 

I certify the foregoing answer to be true. 


(Signed) MILron W. ARNOLD. 
Dated July 2, 1959. 


Upon completion and signature, enclose in franked envelope and return to 
subcommittee. 


EXHIBIT A 


Devised, proposed, and directly supervised the installation and the following 
programing during 1947-48: 

Proposed and developed the use of the first ground control approach radar 
remoted to control tower which was loaned by the Air Force and U.S. Navy to 
the Civil Aeronautics Administration and, later, equipment was transferred. 
No monetary gain or contracts were awarded to me or to any of my employees. 

Participated actively in the creation of a standby airline reserve from 1947 
up to the formalization of this program by the Department of Commerce and 
the Department of Defense about 1952. This program is now referred to as 
the CRAF program. During the development of the program, I talked with 
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and discussed the plan and method by which it could be worked in the event 
of a national emergency with scores of officials, officers, and employees of the 
Department of Defense. No monetary advantages accrued or, in my opinion 
will relatively accrue to the participants or the future participants of this 
program. 

At the outbreak of the Korean war, planned, participated, and actively chaired 
the committee to furnish transport aircraft for logistic support of the Korean 
war from the U.S. scheduled airlines. I did not participate in any of the 
contract negotiations and I was not involved in the method of payment or the 
amount of payments. 

In 1950-51, proposed to the Air Forces a method of utilizing on standby the 
capabilities of the domestic radar net to be used by U.S. commercial and private 
aircraft for weather avoidance in semiemergency conditions. No monetary 
advantages to any corporation or any of my employees were gained. 

Actively participated in the creation and implementation of the Air Navigation 
Development Board. On numerous occasions, talked with various individuals 
from the Department of Defense regarding their active participation in this 
joint civil-military program of research and improvement of air navigation 
and traffic control. Various changes in the format and the participation on the 
part of the military from 1948 to 1958. No monetary advantages to my employees, 
nor were there any contracts made as a result of this program. I talked with 
numerous civilian and commissioned officers of the Navy, Army, and Air Force 
and Department of Defense. 

From 1946 to 1948, actively engaged in discussions of the program of military 
restricted and prohibited airspace programs affecting to varying degrees the 
utilization of this airspace by U.S. commercial and private aircraft. Vartici- 
pated actively in numerous individual cases affecting specific locations. It is 
impossible to evaluate the various suggested changes and programs as a whole 
and its effect either upon the defense capability and the overall safety move- 
ment of aircraft and the monetary advantages and disadvantages of the trans- 
gression or nontransgression of these particular pieces of airspace. 


In 1953 through 1957, proposed the plan of training airline pilots, mechanies, | 


supervisors in the ground handling and flying techniques of jet aircraft. Con- 
siderable number of airline pilots, mechanics, technical supervisors were given 
ground school instructions and flying instructions on jet aircraft as a prepara- 
tory technical safety project for the preparation of the forthcoming commercial 
jet age. 

Actively participated in scores of smaller projects, devices, changes in 
procedures, traffic control, operations, air navigation with the military at various 
levels. None of the devices or procedures were patentable or a salable article 
on the part of my employees. 

In 1959, specific proposal to modify and lease, with an option to purchase, 
cargo-personnel carrying aircraft for the Air Reserve forces. Terms and 
option transmitted in writing in detail. There has been no acceptance of this 
proposal. 

Mr. Héserr. Will you gentlemen rise and identify yourselves for 
the record, please ? 

Mr. Pace. Mr. Chairman, I am Frank Pace, chairman of the board 
of General Dynamics. 

Mr. Natsu. Iam J. V. Naish, president of Convair. 

Mr. Lanruter. And I am Thomas Lanphier, vice president and 
assistant to the president, Mr. Naish. 

Mr. Héserr. Will you gentlemen take the oath, please ? 

You and each of you do solemnly swear that the testimony you will 
give before this subcommittee in the matters now under consideration 
will be the truth, the whole truth, and nothing but the truth, so help 


you God? 
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Mr. Pace. I do. 

Mr. Natsu. I do. 

Mr. Lanpnter. I do. 

Mr. H&éperr. Gentlemen, be seated, please. 

Mr. Courtney. 

(Mr. Courtney confers.) 

Mr. Courrnry. Mr. Pace, did you have a prepared statement ? 


TESTIMONY OF FRANK PACE, CHAIRMAN OF THE BOARD, GENERAL 
DYNAMICS, ACCOMPANIED BY J. V. NAISH, PRESIDENT, CONVAIR 
DIVISION, AND THOMAS LANPHIER, EXECUTIVE, CONVAIR DIVI- 
SION 


Mr. Pace. I do not; no, sir. I would say, Mr, Chairman, I am 


| privileged to appear before this committee. 1 am here to answer any 


questions that might suit your requirements. : 

I will endeavor to give you both my assessment, my Judgment, and 
the facts insofar as I have them. 

Mr. Héserr. I think, first, Mr. Pace, if you will give us your back- 
ground. 

Mr. Pace. Certainly. 

Mr. H&serr. Your background, and then how you came into Gen- 
eral Dynamics. 

Mr. Pace. Right. I will be glad to do that, Mr. Chairman. 

I was born in Little Rock, Ark., in 1912. Went to school in the 
East. Graduated from Harvard Law School and returned to Little 
Rock, Ark., where I became an assistant district attorney. 

Including the war, when I was in the Army Air Transport Com- 
mand, I served for 16 years in various governmental posts, both coun- 
ty, State, and Government, and interrupted that only for 2 years, 
during which time I was a member of my father’s law firm in Little 
Rock, Ark. My last two assignments with the Government were those 
of Director of the Budget and Secretary of the Army during the 
Korean war. 

I left in 1953, when I went with the General Dynamics Corp. in 
April of that year. I left in January and went with General Dy- 
namics in April of that year. 

I became executive vice president of the General Dynamics Corp. 
The chairman of the board and president was John J. Hopkins. I 
remained in that position until Mr. Hopkins’ death, in 1957, at which 
time I became president of General Dynamics Corp., elected by the 
board. And this year I was elected chairman of the board and chief 
executive officer of General Dynamics Corp. 

Mr. Hésert. What year were you named Director of the Bureau 
of the Budget ? 

Mr. Pace. In 1949. 

Mr. Héperr. You had had no previous Government service until 
that time ? 

Mr. Pace. Oh, I had had 14 years—rather, let me identify it. 
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I had had Government service as assistant district attorney in two 
counties; Pulaski County in Arkansas. I had been general counsel] 
for the Revenue Department of the State of Arkansas. 

After the war, I became a special assistant to the Attorney General 
in the Tax Division. 

I then became assistant to the Postmaster General in the Post Office 
Department. 

then became Assistant Director of the Budget, and served in that 
capacity for a little over 2 years, and then became Director of the 
yang I left in the spring of 1950 to become Secretary of the 
rmy. 
. wr Hesert. And remained Secretary of the Army until what 
ate‘ 

Mr. Pace. Until 1953; January of 1958. 

py Héserr. And then you went to General Dynamics in April of 
1953 ? 

Mr. Pacer. That is correct, sir. 

Mr. Hésertr. Well, General Dynamics, then, during your life or 
your career, was the first time you had been in private industry; is 
that right ? 

Mr. Pacer. In private industry. As I said, I had been a member of 
a law firm for 2 years. 

Mr. Hézerr. That is when you first returned after your graduation! 

Mr. Pace. No. I became first assistant district attorney. Then I 
became general counsel for the revenue department. Then at that 
time I became a member of my father’s law firm, and that was termi- 
nated when I went into the war. 

Mr. Hésert. What was your activity in the war, Mr. Pace? 

Mr. Pace. I served in various capacities in the Air Transport Com- 
mand as a nonflying officer. My original assignment was in person- 
nel. I then was given a special assignment of eliminating incom- 

tent officers from the ferrying division of the Air Transport 

ommand. I then returned to an assignment in personnel in the Air 
Transport Command. 

Mr. Hésert. What was your rank ? 

Mr. Pace. I ended up with the rank of major. 

Mr. Héserr. Of major. 

Mr. Pace. Of major; yes, sir. I went in as a second lieutenant. 

Mr. Hésert. Then you came—of course, then you were made— 

Mr. Pacer. I came directly into Government. 

Mr. Héserr. Government. 

Mr. Pace. From that. 

Mr. Héeerr. From that. And then became the Director of the 
Bureau of the Budget, and then Secretary of the Army, and then went 
to General Dynamics, which was your first position ? 

Mr. Pace. That is correct; yes, sir. 

Mr. Hésert. With private industry or any defense contractor. 

Mr. Pacer. That is correct ; yes, sir. 

Mr. Hésert. And that is the only people you have ever worked 
for in private industry ? 
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Mr. Pace. That is correct, sir. 

Mr. Héserr. At the time you went to Dynamics, was General 
Dynamics—and I will use the word “empire,” which is my word— 
set up or had it been formulated already ? 

Mr. Pacer. It was in the process of being formulated. 

Mr. Héperr. Tell us how it was formulated. 

Mr. Pace. Well, it started with the old Electric Boat Co., which, 
as you know, was the oldest private producer of submarines in this 
country. 

After the war, the Electric Boat Co.—after World War ITI, the 
Electric Boat Co., like most military concerns, tended to languish. 
And John J. Hopkins, who was a director of the board, became presi- 
dent of the Electric Boat Co. He was a man of broad vision and great 
imagination, and he felt that there was a real service to be rendered 
in the area of defense companies. He moved from there to acquire a 
company in Canada, called Canadair, Ltd., and that company he 
acquired just prior to the Korean war. 

These two companies constituted the basis of General Dynamics, 
along with a small electric motor company, called Electro Dynamics. 

After I came with General Dynamics, which was in 1953, the Con- 
vair Co. was acquired by General Dynamics. I should say that the 
arrangements for its acquisition had been made prior to the time that 
I came and were consummated subsequent to the time of my coming. 

Subsequent to that, the General Dynamics Co. acquired Stromberg 
Carlson, which was a maker of radio, TV, telephone—independent 
telephone company service—and various electronic components. 

Subsequent to that, the Liquid Carbonics Co., which was a producer 
of CO., of industrial gases, and of medical gases, was acquired and 
became part of General Dynamics. 

This acquisition, Mr. Chairman, was part of a program to see to 
organize Genetal Dynamics so that its function was balanced between 
civilian work and defense work, on the grounds that this provided 
a solidarity to our program and an assurance of continuity over a 
period of time that would be beneficial both to the company and to the 
country. These, along with a division called General Atomics, which 
is in La Jolla, Calif., and which addressed itself to pure and applied 
research in the atomic and thermonuclear field, constitute the com- 
plex. That is General Dynamics. 

I should say that the growth of the atomic field was an area that 
John J. Hopkins believed in very strongly. It was his feeling that 
this would one day create a revolution that was the equivalent to the 
industrial revolution and that it was essential that we be a part of that 
operation. 

This, again, constitutes an offshoot that moves us in the direction 
of civilian as opposed to defense work. 

Mr. Hésert. Now, when you went to General Dynamics, Mr. Pace, 
how much of this—again, “empire” was my word, because we must 
admit that it is a very dynamic empire in industry today. How much 
of it had been put together already, by the time that you got there? 


44112—59———_32 
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Mr. Pacer. As I say, Electro Dynamics, Canadair, and Electric Boat 
were already in existence. The negotiations for the acquisition of 
Convair had been completed, except for its submission to stockholders, 
etcetera. I did not participate in that activity. 

Mr. Hésert. Now, Convair was originally Consolidated Vultee, 
wasn’t it ? 

Mr. Pace. That is correct, sir. 

Mr. Heéperr. The makers of the B-36. 

Mr. Pace. That is correct ; yes, sir. 

Mr. Héserr. And figured prominently in the so-called B-36 hear- 
ings before the full Armed Services Committee, several years ago. 

Mr. Pace. That is correct ; yes, sir. 

Mr. Hézerr. Now, when you left Government, did you make your 
arrangements to go to General Dynamics before you resigned as See- 
retary of the Army ? 

Mr. Pacer. No, sir; I did not. I did not discuss with anybody any 
potential employment. In fact, to be perfectly frank, I didn’t even 
think about it. 

Mr. Héserr. You were leaving Government service, then, to return 
to private law practice, I presume ? 

Mr. Pacer. No; I had not made up my mind what I was going to 
do, Mr. Chairman. Frankly, I was extremely tired. I took 2 months 
off and did not do anything. I didn’t talk to anybody about what I 
was going to do. I had no discussions whatsoever until that 2-month 
period had passed. I was, in all frankness, worn out and I was in 
no position to plan or organize my future. 


Mr. Héserr. You had no plans for the future when you left the — 


Department ? 

Mr. Pace. None whatsoever; no, sir. 

Mr. Héserr. Were you approached by Mr. Hopkins ? 

Mr. Pace. Never; no, sir. As a matter of fact, I had never met 
Mr. Hopkins 

Mr. Hépert. You say you were approached by him. 

Mr. Pace. I said “never.” You mean during the period 

Mr. Hezerr. No. I want to know how you came to go to General 
Dynamics. 

Mr. Pace. I was approached by Mr. Hopkins. He came to me; yes, 
sir. 

Mr. Hésvertr. You all then, of course, got together, and you were 
employed by General Dynamics ? 

(Mr. Pace nods. ) 

Mr. Hézert Were you the first of the people alined with the mili- 
tary in the Defense Department to go with General Dynamics? Do 
you know ? ; 
” Mr. Pace. Well, let us see. When I went with General Dynamics 
I am sure there were other people who had—they did employ people 
from the military at that particular time. I don’t think I could 
identify who they were. I am sure they had employees who had 
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Mr. Héserr. Of course, naturally, any organization would be ex- 
pected to employ. 

Mr. Pace. No question about it. 

Mr. Héserr. But what I am talking about is any prominent indi- 
viduals that they had taken up. 

Mr. Pace. Not in General Dynamics as it existed at that time, no. 

Mr. Héserr. Well, then, the increase of retired people both from 
the military standpoint, the uniform, and the civilian, has occurred 
since you went with them: is that correct ¢ 

Mr. Pacer. Well, only to this extent. You understand that we had 
not acquired Convair at that time, Mr. Chairman. And upon the 
acquisition of Convair, at that time, you acquired as you acquired 
Consolidated Vultee a substantial number of military people. 

Mr. Heperr. Well, L understand that. 

Did General McNarney come—was he in the package deal with 
Convair, or was he employed after / 

Mr. Pace. No, he was employed at Convair prior to the time that. 
Convair became a part of General Dynamics. 

Mr. Héperr. Was acquired by General Dynamics? 

Mr. Pace. That is right: yes, sir. 

Mr. Héserr. When was Mr. Lanphier employed by General Dy- 
namics—by Convair, I mean ¢ 

Mr. Pace. He was employed prior to the time that Convair came to 
General Dynamics. 

Mr. H&ézertr. He was employed after General McNarney was there, 
wasn’t he? 

Mr. Pace. No. I think he was employed—you would know. 

Mr. Natsu. Prior to that. 

Mr. Heéserr. What? 

Mr. Natsu. Mr. Lanphier was employed 

Mr. Heéverr. Mr. Lanphier, of course, himself can answer it. 

Mr. Lanpuirr. I was employed before General McNarney arrived, 
yes. I had been there about a year. 

Mr. Héserr. It seems to me that I had read some place that you 
were employed afterward, at the approval of General McNarney. 

Mr. Lanpuier. No, sir. 

Mr. Hrénerr. You were there before General McNarney ? 

Mr. Lanruirr. I wasthere about a year before he came. 

Mr. Hésert. Whoemployed you, Mr. Odlum? 

Mr. Lanruier. No, Cohu, the president of the company. 

Mr. Hépert. You had no contact with Mr. Odlum ¢ 

Mr. Lanrnuter. I had known Mr. Odlum for several years before. 

Mr. Héserr. Technically Mr. Cohu employed you, but Mr. Odlum 
was the prominent individual ? 

Mr. Lanputer. I answered you directly. Mr. Cohu first talked to 
me about working for Convair. Mr. Odlum did not. Mr. LaMotte 
Cohu was president. 

Mr. Gavin. I wonder if the gentleman would talk a little louder. 
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Mr. Hésert. I say, did Mr. Odlum and you discuss going to 
Convair? 

Mr. Lanruier. Before Mr. Cohu talked to me? 

Mr. Héserr. After he talked with you. 

Mr. Lanputer. Yes, sir. 

Mr. Hésert. Did you all have very much of a discussion on that 
subject ? 

Mr. Lanputer. Oh, yes, he isa very old friend. 

Mr. Heserr. And he tried to persuade you to go to— 

Mr. Lanpnurer. He simply stated that he thought I could be useful 
at Convair, in light of my interests as they were expressed again and 
again to anybody who knew me in those days. 

Mr. Hérert. Do you know if you were recommended to Mr. Odlum 
by anybody ? 

Mr. Lanruirer. No,sir. 

Mr. He&serr. Or to the president of Convair at the time? 

Mr. Lanrputer. No, I don’t believe so. I don’t know, sir, no. 

Mr. Heépserr. What were you doing at the time that you went to 
work for Convair / 

Mr. Lanrnier. At that time I had just finished working for the 
chairman of the National Security Resources Board. That is—— 

Mr. Héserr. Who was the chairman of the National Security 
Resources Board ? 

Mr. Lanrnuirr. Mr. Symington was then chairman. And he was 
then leaving the NSRB to go to the RFC, an area in which I had no 


interest. So I was going to go back to whatever I was going to do, | 


and at which time Mr. Cohu, who knew what was going on, asked me 
if I would be interested in coming to Convair, and I came out to talk 
to him. 

Mr. Héserr. You don’t know whether Senator Symington recom- 
mended— 

Mr. Lanpnuter. He didn’t know what I was going to do until I 
told him: ves. 

Mr. Héperr. I see. 

That is all, John. 

I think that establishes the background for the record. 

Now, Mr. Courtney. 

Mr. Courrney. Mr. Pace, you of course are aware of the scope and 
purpose of this inquiry. 

Mr. Pace. Indeed, [ am. 

Mr. Courrney. And the reason why the inquiry was initiated by the 
House. I want to direct your attention to the policy of the company 
with respect to certain matters bearing on the actions of the Federal 
Government. 

In the records of the Aerospace-Industries Association, formerly 
known as the Aircraft Industries Association, General Dynamics 
Corp. appears as a contributor or a member with a fixed fee. 

Now, I will ask you first whether or not that fee is distributed or 
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charged against any Government contracts in any of the complex 
which constitutes General Dynamics ? 

Mr. Pace. As to that particular situation, I will ask Mr. Naish to 
speak to it because this is his particular field. 

Mr. Natsu. The membership fee which we pay to the Aircraft In- 
dustries Association is an item of cost included in our general overhead 
in several areas of Government contracts, this being, of course, in 
compliance with section 15 of the Armed Services Procurement 
Regulations. 

Mr. Courtney. Well, specifically——— 

Mr. Naisn. Yes. 

Mr. Courtney. Is the amount of this fee charged against Govern- 
ment contracts, and is it allowed by the Government in reimbursing 
you? 

Mr. Natsu. The answer is generally yes. It is charged to those 
contracts—it is charged to all contracts which we have, whether they 
are with the Government or not. So the direct answer is their pro- 
portion is charged to the Government as an item of the cost of manu- 
facture and is approved by the contracting officer as an allowable item 
of cost. 

Mr. Courtney. Now, is executive compensation likewise deter- 
mined in your case by the Federal Government, with whom you hold 
contracts, and in proportion to the contracts, and is it in turn allowed 
by the Government ? 

Mr. Natsu. Yes, sir. 

Mr. Courrney. As a charge against Government contracts? 

Mr. Natsu. It is. 

Mr. Courtney. Now, with respect to incentive bonuses—which I 
think in some of the responses incentive is indicated as a part of 
executive compensation. 

Mr. Naisu. Yes. 

Mr. Courrney. Is that likewise allowed ? 

Mr. Natsu. Well, if you will recall, Mr. Courtney, we discussed 
that at the last hearings which we had and there was a mixed sug- 
gestion there. In fact, if you will recall, I think I stated that we had 
every possible category. We had some instances where it had been 
allowed. There were some instances where it was in litigation, where 
we had made claim for it and adjudication had not been made, and 
there were some instances where I recall, I said we had not been al- 
lowed the amount and we were protesting the disallowance. 

Mr. Courtney. So there is, so far as your experience is concerned, 
and the experience of your company, no uniform rule on the allowance 
of incentives or the disallowances, as the case may be? 

Mr. Natsu. This was true about 4 months ago. 

I know there has been considerable activity in the Contract Board 
of Appeals within the last few months, and I am not certain of the 
adjudication made. 

My feeling is it has now been, by and large, made uniform. I think 
the latest decision we had, which affected one service, upheld the feel- 
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ing of the other service. So it is my impression that it is now uniform, 
But it was not uniform when I testified a few months ago. However, 
we have been paid in some instances. 

Mr. Courrney. And in some instances that item has been dis- 
allowed ? 

Mr. Natsu. It was disallowed in the initial instance, ves. 


Mr. Courtney. Now, with respect to the activities of the organiza- 


tion to which you contribute—particularly I will name the Aircraft 
Industries Association. That association engaged counsel and ap- 
peared in opposition to the reenactment of the 1951 Renegotiation Act 
at the time of its expiration. 

Mr. Natsu. Yes, sir. 

Mr. Courrnry. Recommending certain amendments. 

Mr. Natsu. That is correct, sir. 

Mr. Courrney. I will ask you what the position of your company 
is with respect to the identification of your company as a participant 
in the activity of the Aircraft Industries Association. 

Mr. Natsu. Well, the position of Convair in the decisions of the 
Aircraft Industries Association must necessarily be one of a partner- 
ship in their decision, since I am a member of the executive board of 
the A.I.A., as are the presidents of the other companies, by election. 

In the matter of the renegotiation, we had a perhaps different posi- 
tion than most of the other majors insofar as we had not been charged 
with any give back, as it were, of excess earnings. We had not been 


renegotiated. We had been investigated, but we had not been renego- 


tiated. 

Nonetheless, in considering the principles put forth by the A.T.A,, 
we concurred in them without bringing up the very contentious sub- 
ject. We concurred primarily in the area of the fact that we did not 
think that there was enough information to the contractor on the 
methods of determination of the excess renegotiation. 

So suffice it to say, that as a member of A.I.A. and as a member of 
its board of governors, we did concur in the action in which the A.LA. 
sought to have clarified what. we considered some very contentious 
and muddy aspects of the renegotiation. 

Mr. Courtney. Specifically with respect to the proposal which was 
in some of the amendments to give a special classification to incentive 
type contracts, of which your company has a substantial number— 

Mr. Natsu. Yes. 

Mr. Courrnrey. What was the position of vour organization as a 
participant in this undertaking ¢ 

Mr. Natsu. Well, we agreed, again—I made a universal statement 
at the beginning, saying that as a partnership in this we did concur 
in all. 

As to the specific item of acting to exclude from renegotiation those 
contracts which had an incentive clause in it, we felt that there had 
been an outstanding example in the case of one of the companies where 
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they averred, and they sought to prove, that the very profit which they 
had earned as an incentive and on which, as you know, they only got 
perhaps 15 cents out of every dollar saved, or 10 cents—it varies, as 
you know, with the partic ipation—that this very incentive, which was 
in good faith entered into by both the Government and the contractor, 
and which in the final analysis accrued by a factor of 8 to 1 by 
the Government versus the contractor, that we thought that the dis- 
allowance of this by the renegotiation act was in effect a breach of the 
understanding between the Government and the contractor, since the 
Government came and said, “We think this article should cost a dollar, 
this seems reasonable, and if you can make it for 80 cents we will give 

you 2 cents of the 20 cents you save and we will take 18 cents.” 

When the final decision was made, the renegotiation in this particu- 
lar instance came back and said, “We are not going to allow you.” 
This was the plea of the plaintiff in this case, the particular company. 

So as a principle 

Mr. Héserr. May I suggest here, Mr. Courtney, and Mr. Naish, that 
these details are interesting and informative. However, Mr. Court- 
ney I think has established the fact that in essence Convair does con- 
cur with the activities of A.I.A. 

Mr. Natsu. That is correct. 

Mr. Courrney. That is established, I think. Now, let’s pass from 
that, Mr. Chairman—— 

Mr. Héserr. What is that, sir? 

Mr. Courrney. To the Air Force Association, in which you like- 
wise are a participating member. I think the whole Dynamics com- 
plex isa participating member, 

Mr. Pace. That is correct. 

Mr. Courtney. With respect to the contributions and the money ex- 
pended by or through that organization, I will ask you whether those 
moneys are charged or allowed against your Government contracts / 

Mr. Naisn. Do you want me to answer that / 

Mr. Pacer. Please. 

Mr. Natsu. By and large they fall into the same category as the 
A.LA., they being a membership in a trade association, as such. 

Mr. Courtney. Now, has there ever been a disallowance of any of 
these contributions, or fees or dues or whatever you want to call them, 
by any <emnonges nt officer on any Government contract / 

Mr. Natsu. Again, when you use the three words—if it were a con- 
tribution, of course it would be disallowed: you know that. As a 
membership fee, it falls within the category of allowable costs under 
an existing Armed Forces regulations. 

. to the best of my knowledge, especially in cost-plus-fixed-fee 
oe. acts, Which as you know are the only contracts in which we know 
for certain whether something is allowed or disallowed—because in 
fixed price contracts we don’t know. This is a renegotiation. We 
know that we never get all of anything we go for. We wind up on 
negotiation. We ask for $2 million, and they offer one million eight, 
and we settle at one million nine. 
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Now, each side may have its interpretation of what was allowed 
or disallowed, because there is much conversation and challenging of 
every item of cost. 

So suflice it to say, however, under the cost-plus-fixed-fee contracts, 
which are clear cut, I know of no disallowance of these items. Again, 
now, I am restricting it to membership and dues and such as that, 
because there are other items connected with this cost which we would 
not even propose that the Government pay. If we made a contribution, 
we would not even propose that this be paid for on the contract. 

Mr. Courtney. Now, with respect to the entertainment—which is, J 
would presume, done by your organization / 

Mr. Natsu. Yes, sir. 

Mr. Courtney. In what account is that carried / 

Mr. Natsu. Well, I can make a very simple categorical statement in 
that regard. 

Although there is perhaps some justification, I think there is per- 
haps even some precedent for at least the proposing that the Govern- 
ment pay some portion of entertainment as such. At Convair we 
have made as a universal rule, without exception, that no entertain- 
ment of any kind is proposed either in fixed price, where incidentally 
we could put it, or c.p.f.f. So the answer is very simple. On en- 
tertainment, this is not even proposed for payment. This is taken 
directly out of the profits of the corporation. 

Mr. Courtney. The profits as well from Government contracts as 
from private contracts / 

Mr. Naisu. Yes, sir. 

Mr. Courrney. And your answer to that is “Yes.” Now, there has 
come to the attention of the subcommittee through the public press 
a proposal to entertain Lt. Gen. Bernard S. Schriever on Thursday, 
July 25, at 6:30 o’clock, in the Statler Hotel, in honor of his promotion, 

This will be a small off-the-record party. We think General Schriever would 
like to tell you of his plans and some of his problems at the Air Research and 
Development Command. 

That invitation appears to have been signed by you, Mr. Pace, 
along with two other presidents of two other companies, who will be 
identified. I will ask vou, Mr. Pace, what was the purpose of this 
invitation / 

Mr. Hérerr. Before you do that, Mr. Courtney, will vou read the 
names of the signatories and the designation of the individual signa- 
tories to the invitation / 

Mr. Courrney. The other signatories are—let me first read the 
whole sequence. 

Mr. Henerr. I think you had better read the whole thing. 

Mr. Cocrrney. This invitation is signed “Frank Pace, Jr., Chair- 
man of the Board, General Dynamics Corporation.” It likewise 
bears the names of William B. Bergen, president, the Martin Co,; Dan 
A. Kimball, president, Aerojet-General Corp. 

Now, vou are aware, of course, of this proposal ? 


| 





Mr 
the © 
situat 

Iw 
I was 
have 
and (¢ 


area. 
Schri 
ner s¢ 
of gel 
count 
that | 
have | 


$0. 
I tl 
but, r 
mysel 
with 
discus 
Nov 
I was 
was a 
mittec 
situat 
that c 
the fa 
and e 
judgn 
Ger 
and e 
him t] 
of Se 
ment, 
Amer 
Mr. 
you w 
zation 
Unite 
ment ¢ 
Mr. 
TOVi¢ 
ao 
invita 
recelv 
Vitees. 
that, - 
would 








1as 
ess 
LY, 
on, 
uld 


ind 
Ce, 


his 


the 
na- 


the 
uir- 


vise 
Jan 


RETIRED PERSONNEL IN DEFENSE INDUSTRY 01 


Mr. Pace. I certainly am. And I am frankly very happy to have 
the opportunity to tell you just exactly what is involved in this 
situation. 

I was called by Dan Kimball, who was Secretary of the Navy when 
I was Secretary of the Army. And Dan said that he would like to 
have a small dinner at which he would invite a number of Senators 
and Congressmen who had had long experience in the Armed Forces 
area. ‘This dinner would be an informal dinner in honor of General 
Schriever, and that the purpose of it would be to discuss at that din- 
ner some of the problems that General Schriever might face in terms 
of generating research most effectively and most beneficially for this 
country. He asked me if I would participate with him in this, saying 
that because of our previous experience in this area he would like to 
have me do this. I advised him that I would be perfectly happy to do 
80. 

I think it should be identified that the invitations were not signed, 
but, rather, were printed, because frankly, I never say the invitations 
myself, nor did I know who was being invited. I merely agreed 
with Dan to meet with a small group for the purpose of informal 
discussions with General Schriever. 

Now, the reason that this was done was because in the period when 
I was Secretary of the Army one of the most useful things that I had 
was a relationship with various Members of the Congress that per- 
mitted me when problems arose to come over and say, “Here is the 
situation; what és you generally think about this?” By reason of 
that opportunity, I was able to present in advance, rather than after 
the fact, problems that existed. There is a composite of knowledge 
and experience in the Congress of the United States which in my 
judgment should be used affirmatively, where it is appropriately done. 

General Schriever was entering upon what I think is an important 
and exciting assignment. The purpose of this was solely to provide 
him the opportunity to place those problems before a certain number 
of Senators and Congressmen with long experience. In my judg- 
ment, this purpose was in the best interests of the United States of 
America. 

Mr. Courtney. Mr. Pace, why was the invitation and the party, if 
you want to call it that, sponsored by you as the president of an organi- 
zation which holds extensive contracts with the Government of the 
United States and in particular with the Air Research and Develop- 
ment Command, in the research and development field ? 

Mr. Pace. Well, as I say, frankly, the purpose of the party was to 
provide what I think is a sound opportunity for advancing the general 
interests of the United States of America. I, myself, did not see the 
invitation before it went out. I did not know who was invited. I 
received the invitation after it had gone out, and also the list of in- 
vitees. As to the specification of why I supported it, I would tell you 
that, if I had never had anything to do with General Dynamics, I 
would have done exactly the same thing. 
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Mr. Courtney. Well, do you attach any significance to the fact Mr. 
that the participants, in apparently sponsoring the party, the three be th 
who have been named, were limited in number ? the p2 
Mr. Pace. No; frankly I do not. Although you had best ask Mr, | thist 
Kimball about that, because he was the man who basically organized Mr. 
the dinner. to—l 


I did not know, frankly, who was participating in the situation of | Schri 
issuing the invitation. I place no significance to it. And I would _ party 


say that if I had to hazard a guess—and that would be the most I Mr. 
could do—we happened to be geographically in this area. It so Mr. 
happens that my business, businesswise, is quite antithetical to that, — to dis 
and Mr. Kimball happens to be one of my close personal friends. Mr. 


Mr. Courtney. Perhaps, then, you would describe, or tell the sub- —_ natur 
committee, why you would sponsor in your business capacity an off- perm! 


the-record party? Why should it have been off the record ? Mr. 
Mr. Pace. Well, largely because this sort of informal discussion else w 
doesn’t lend itself to an on-the-record discussion. Just exactly as in Mr. 
major diplomatic arrangements, some discussions are carried on off the Mr. 
record, whereas others are carried on on the record. stated 
Rather, in all frankness, as I had understood it, this was an informal Mr. 
gathering of people. Mr. 
The phrase “on the record,” or “off the record,” in my judgment, or Mr. 
at least in my understanding, related to the informality of the party. Mr. 


There was nothing that would take place at this party that was in Gener 
any sense of the word, in my estimation, inappropriate. And the  Schri 
quality of people who were invited, in my judgment, and the fashion | Schrie 


in which it was handled, is clear evidence of the fact that no such Mr. 
intention existed. tion ? 
Mr. Courtney. Was the honored guest intended to discuss the pub- was i1 
lice business with which he was charged ? about. 
Mr. Pace. This I cannot answer because, frankly, I did not speak must | 
to him at all. owas gi 
Mr. Courrney. Did you have such an understanding when you than } 
agreed to participate asa host ? do not 
Mr. Pace. My understanding was that he was going to discuss in- Mr. 
formally the problems that faced him in ARDC. itis i 
Mr. Courtney. Then I would ask you why the public business with ? 
would be transacted off the record ? inforn 
Mr. Pace. Well, this is not public business, as I understand it. Mr. 


This is merely a group of people meeting for an informal discussion. 4 soci; 
It was not my understanding that public business would be discussed, But jf 
but merely the problems of how you more effectively organize to gen- invita 
erate effective and more economical and more sound research and de- would 


velopment programs. duty, { 

Mr. Courrney. Does the honored guest have anything but the pub- jg that 
lic business to transact ? sonal - 

Mr. Pace. Well, in my estimation, the—this, I think you would actly , 
havetoask him. You are placing me in a difficult position to indicate Mr. 
what were the thoughts or the ideas of the honored guest when I had Mr. 
no communication with him. tation. 


I would say to you, again, that General Schriever is not only a re- Mr. 
markably competent officer, but an officer of unbelievably high integ- | tion, si 
rity. He would engage in nothing, in my estimation, that was not 
entirely proper. 


| 
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Mr. Courtney. But, nevertheless, the subject of the discussion would 
be the public business and his acquaintance with the work and 
the projections of the Air Research and Development Command; isn’t 
this true / 

Mr. Pace. Well, this I cannot tell, because, again, you would have 
to—I could not identify it, because (a) I did not speak to General 
Schriever, and (6) I do not know what he thought the purpose of the 
party was. 

Mr. Héserr. That is perfectly proper. 

Mr. Courtney. Did you have any understanding that he was going 
to discuss his family affairs or his private finances? 

Mr. Pace. I had no understanding whatsoever of anything of this 
nature other than that this was to be an informal group that would 
permit General Schriever to come to know these people. 

Mr. Courtney. Well, if you eliminate his private business, what 
else was there to discuss but the public business? 

Mr. Pace. Again, I think 

Mr. Héperr. May I interrupt? I think, Mr. Pace, you clearly 
stated your position, You cannot speak for General Schriever. 

Mr. Pace. I cannot speak for General Schriever. 

Mr. Hépserr. That is right. 

Mr. Pace. Quite clearly. Nor can I speak for Mr. Kimball. 

Mr. Héserr. I think Mr. Pace has said that he did not know what 
General Schriever was to discuss. He did not talk to General 
Schriever. Therefore, he is not competent to answer what General 
Schriever was going to talk about. 

Mr. Harpy. Mr. Chairman, if I might be permitted in that connec- 
tion? Of course, I can understand Mr. Pace would not know what 
was in General Schriever’s mind or what he might be going to talk 
about. But it seems to me that, as a party to the invitation, there 
must have been some discussion of what problems General Schriever 
was going to present. And if he could present other problems, other 
than personal problems which did not relate to the public business, I 
do not know what they would be. 

Mr. Pace. Well, again, let me make perfectly clear—because I think 
it is important that it should be perfectly clear—that all I discussed 
with Mr. Kimball was the fact that there would be a private party 
informally held in honor of General Schriever. 

Mr. Harpy. Now, if that is the case, and it was merely going to be 
a social gathering, a strictly personal proposition, that is one thing. 
But if it is a matter of discussing problems which I understand the 
invitation did say—if it was a matter of discussing problems which 
would be confronting General Schriever in the conduct of his official 
duty, then it would have to be a discussion of matters of his business ; 
is that not correct? As former Secretary of Army and my good per- 
sonal friend, I think we ought to have an understanding of just ex- 
actly what was the purpose here. 

Mr. Pace. Well, again—— 

Mr. Harpy. Maybe the purpose was improperly stated on the invi- 
tation. 

Mr. Pace. I think again—you see, since I did not issue the invita- 
tion, since I did not see it in advance, I am not in a position to identify 
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exactly what is involved. What you have stated is a conclusion that 
I cannot help on. 

Mr. Harpy. Well, the only problem 

Mr. Pace. Because it is a conclusion that you have reached. 

Mr. Harpy. The only problem that is bothering me, Mr. Pace: 
In your statement, it goes back to a statement which you made earlier, 
at least I think you did, that the purpose was to permit General 
Schriever to discuss problems, informally, which he was about to 
confront. Now, I think that was your statement. Now, if he was 
going to discuss problems, how was he going to discuss any problems 
which did not relate to the public business? Now, that is the 
question. 

Mr. Pace. I would assume that—and again my only reason for 
being careful, and I think you can understand that 

Mr. Harpy. I do. 

Mr. Pace. Is not that I am not tremendously anxious to state ex- 
actly what happened. I am also tremendously anxious not to try to 
state what somebody else thought or did that I do not know. There- 
fore, I would assume—because I do not know what General Schriey- 
er’s understanding of the matter might have been. But my own un- 
derstanding was that this was to be an informal discussion. 

Mr. Harpy. Then your comment about discussing problems which 
he would be confronted with—and I believe you did make that state- 
ment ? 

Mr. Pace. I did say that; yes. And this—— 

Mr. Harpy. I am not thinking about what is in General Schriever’s 
mind. Iam thinking about what was in your mind. 

Mr. Pace. My mind; yes. 








Mr. Harpy. When you talked about problems which General | 


Schriever was—— 

Mr. Pace. In my mind, what we were meeting for was to enable 
General Schriever to state some of the problems as he saw them down 
the line in terms of how he more effectively created a sound research 
and development function for the Air Force. 

Mr. Harpy. Now, they were problems, then, that would have re- 
lated to public business ? 

Mr. Pace. No question about that; yes. 

Mr. Harpy. All right. 

Mr. Gavin. Would the gentleman yield ? 

Mr. Harpy. I am through. 

Mr. Gavin. Did General Schriever accept the invitation ? 

Mr. Pace. This, I cannot answer, because it was not issued by me. 

Mr. Gavin. I just wondered whether he had. The dinner was can- 
celed, was it not? 

Mr. Pace. It was. 

Mr. Gavin. Why? Because of the furor? 

Mr. Pace. It was. It was canceled 





Mr. Gavin. What was the purpose ? 

Mr. Pacer. It was canceled at my suggestion, because in my estima- 
tion its purpose was clearly obviated. There was nothing to be—you 
had so much public discussion about the matter that it could have no 
real value in terms of what I had anticipated it was set up for. 

Mr. Hésert. All right, Mr. Courtney. 


| 
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Mr. Courrney. You accept or repudiate this portion of the invi- 
tation : 

This will be a small off-the-record party and we think General Schriever 
would like to tell you of his plans and some of his problems at the Air Research 
and Development Command? 

Mr. Pace. The invitation speaks for itself, I think, Mr. Courtney. 
I am in no position to repudiate it, nor would I. All I say is that I 
was not aware of the wording prior to the time that it went out. But 
I did say that I would participate with Mr. Kimball. 

Mr. Courrnry. The public attention which this proposal received, 
you said, vitiated its purposes ? 

" Mr. Pace. That is correct. 

Mr. Courtney. Well, if the publicity had not tended upon this pro- 
posal, what would you have expected to occur 4 

Mr. Pace. I would have expected that there would be an informal 
meeting between some 10 people who were coming to dinner, to sit 
down and have a discussion of whatever problems might have been 
raised at that time by General Schriever. He might have conceived 
it entirely differently. 

Mr. Hepert. Mr. Hess. 

Mr. Hess. Mr. Pace, were you given a list of the guests who were 
invited by Mr. Kimball? 

Mr. Pace. Only after the invitation had been issued. 

Mr. Hess. Would you mind saying whothey were ¢ 

Mr. Pace. I would prefer to have you ask Mr. Kimball, if you 
would. 

Mr. Héserr. We will ask Mr. Kimball that. 

Mr. Hess. All right. 

Mr. Pace. Let me say this, gentlemen. 

I have a strong feeling that anything that involves the public— 
public officials or ex-public officials—is properly the property of the 
public. 

I will say that Mr. Kimball regards this as purely a private party, 
as did I. He issued, basically, the invitations and determined the 
designees. And I would feel that it would be inappropriate for me 
to say something, although had that not been true I would have had 
no hesitancy to indicate clearly what is involved. 

And may I say I welcome extensive questioning on this because, 
frankly, what I did in this matter I would have done if I had never 
had anything to do with General Dynamics or anything else. I did 
it because, in my judgment, it was a means of advancing the inter- 
ests of the United States of America. 

Maybe my judgment is wrong, but I will say that that was the 
basis upon which it was done by me. And I do not think that that 
general implication has been left. 

Mr. Gavin. But you will admit this, Mr. Pace; that it was a very 
restricted list of guests and there may be a lot of other people that were 
interested in the future development of research and development 
programs that would have liked to have participated at that meeting, 
too. 

Mr. Pace. No question about that. I think what you are really 
talking about was a group of people who represented a composite of 
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almost 200 years’ experience in this area. There is no way that one 
can proceed informally and encompass all that are involved. 

On the other hand, there are advantages, in my estimation, in get- 
ting the benefit of exper ience in advance, so that we can get forward 
with what I think is the principal problem of the U nited States of 
America today, and that is to prepare ourselves most effectively and 
most. economically and most soundly. And I am sure that discussions 
of this nature, which have gone on for a long, long time and should 
go on, in my judgment, under proper circumstances, at all times, is of 
benefit to this country. 

Mr. Harpy. Will the gentleman yield right there ? 

Mr. Heépnerr. Yes. 

Mr. Harpy. To pursue that just a littl—undoubtedly, there is a 
great contribution which people in industry can make to officials in 
Government who are charged with the kind of responsibility that Gen- 
eral Schriever is charged “with, and I fully appreciate your observa- 
tions about the purpose being based on a desire to be helpful. 

But I would like to ask you: Now, particularly with vour back- 
ground of experience in the Defense Department yourself, do you 
recognize any distinction between a small group of representatives of 
private business concerns who hold substantial defense contracts initi- 
ating a meeting of this kind with the top man in the research and de- 
velopment business as contrasted with an initiation by the department 
of Government which is involved seeking the assistance of certain 
qualified people in industry ? 

Mr. Pace. I am sure, in all frankness, that both courses are pur- 
sued. I would say this; that it is only those of us who have had the 
privilege of serving the Government, who realize the problems that 
exist in Government who are ina position to be helpful in promoting 
the kind of development that I have described. 

Mr. Harpy. Would you not 

Mr. Pace. I 

Mr. Harpy. Excuse me. 

Mr. Pace. Yes, sir. 

Mr. Harpy. I did not mean to cut you off. 

Mr. Pace. No: you did not. at all. 

Mr. Harpy. Would you not agree that in this kind of an informal 
gathering there is at least. an opportunity for the hosts to enjoy a 
competitive advantage over others in industry ? 

Mr. Pace. If you say is there an opportunity, I would say yes. If 
you say does it exist, I would say no. 

Mr. Harpy. I did not want to suggest that there was any motivation 
of that. kind on the part of any of the three hosts. But certainly you 
do recognize that such an opportunity would exist. 

Mr. Pace. I think that is true. However, you go now to the heart 
of a problem that I have thought about a great ‘deal. That oppor: 
tunity will exist in vast numbers of cire umstances; to enjoy an advan- 
tage if you seek to. I think, by and large, what is required is that 
those people who carry the kind of responsibility that I am carrying 
recognize the necessity of not taking advantage of those opportunities. 














This is only one of a vast number of opportunities that might arise’ 


purely by happenchance. 
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Mr. Harpy. Can you suggest a procedure by which the public could 
be sure that that kind of motivation would exist ¢ 

Mr. Pace. I do not think that is completely ever possible. I think 
there will always be gray areas in which the judgment and the integrity 
of men will be the compelling factor. I think that laws can be drawn 
which make it simpler to know what to do and what not to do. But 
1 believe that there will always be gray areas that exist. 

Mr. Harpy. Then you would conclude that, certainly following the 
publicity which attended the invitation which we have been talking 
about, that invitation in itself did create a possible gray area in the 
minds of the people generally ¢ 

Mr. Pacr. No question about it. There is no doubt that that is true. 
And I recognize that fact, but I do not back away from my own 
personal concept in this matter. 

Let me move on from that, may I, to tell you just why I feel what 
I said in answer to your question is important ? 

We are engaged in the process of seeking to generate the most 
modern form of defense for the least cost. We are seeking to permit 
the civilization of which we are a part to remain competitive under 
the system that we operate under with Soviet Russia and Communist 
China. 

Now, basically, we came to the conclusion, and wisely, I think, that 
this should be prosecuted through a free enterprise system, that the 
profit motive should play a part in generating the best result in this 
area. 

It therefore becomes, in my estimation, essential that a close work- 
ing relationship exist between industry and Government, in seeking 
toachieve the result that is necessary. 

If we were uninformed on the broad-gage planning and programing 
of Government, basically, years could be lost in developing weapons 
programs and millions of dollars could be lost because we pursued 
a wrong track when we might have pursued a proper track. 

Therefore, I felt, not only since I have left Government but prior 
to the time I left Government, that a working relationship between 
Government and industry is essential to achieve the result that we seek 
to achieve. 

Now, when you reach that conclusion you likewise recognize that 
there is going to be an area of relationship between defense and defense 
contractors that lends itself to concern. It is that area to which this 
committee properly addresses itself. 

Insofar as rules can be drawn that make it clear what should and 
should not be done, this is wise, helpful, and should be observed. 

There will be always, in my judgment, circumstances where the 
individual judgment and integrity of the people making the decisions 
will be compelling. 

But, in my judgment, the worst thing that could be done would be 
to create a situation in which industry and Government were afraid 
to talk to each other, in which they did not discuss their long-range 
plans. 

And let me say that, in this company, before I came to it, were it not 
for the fact that Convair was aware of the problems and potentials 
relating to the Atlas, the Atlas might have been another year and a 
half behind. Because of that knowledge, they spent their own money 
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in keeping this program going in a period when it was not otherwise 
sustained. 

And, therefore, knowing as I do the desire of this committee to reach 
a sound and a correct result, I do, out of the breadth of the experience 


that I have had and my own deep interest in the promotion of the | 


public interest, urge that whatever you do you do it in such a way that 
the opportunity for industry and Government to work together hand 
in hand remains. 

Mr. Harpy. Well, I certainly want to subscribe to that objective; 
that there should be and there is very serious need for close cooperation 
between Government and industry in these matters that we are con- 
cerned with—in all our defense activity. But I am wondering if we 
could get some concrete suggestions as to how this can be accomplished 
without providing so many opportunities for improprieties, for in- 
dividual profiting on the part of certain individuals and companies 
who might not be making the kind of contribution to the national 
defense that we are thinking about. 

Now, in that connection—Mr. Chairman, I suppose you received one 
this morning, too. I received a letter this morning from Senator Case 
of New Jersey, enclosing an article from one of the New Jersey papers, 
There is one little paragraph in it that ties directly into this thing 
that we are talking about, and I would like to read it. It says: 

In the missile effort, to be sure, are soldiers, lots of them officers, and scientists 
and engineers, who are slaving day and night on defense. There are always 
brave men, but above these are men whose job is to keep defense money pour- 
ing into weapons that will never be of any use to the national defense, whose 
job is to divert money into waste, who profit on waste. 

Now, there are undoubtedly people and companies who profit on 
waste. 

Mr. Pace. I would say this, and I say I speak for those competitors 
whom I know as well as myself. I know no such men. I frankly do 
not believe—well, let me say, from my point of view, that consistently 
both within and without my company I have advised that the national 
interest comes ahead of the company interest. This is understood by 
everybody who works for me. And I likewise say that if there are 
those who seek to profit on waste, then those people should be identified 
and should be punished. 

Mr. Harpy. Well, I think you must keep this in mind, though, Mr. 
Pace; this business of profiting on waste Alaa not necessarily in itself 
connote theft or anything of that kind. It could involve bad judg- 
ment. 

Mr. Pace. I think this is true. 

Mr. Harpy. But I think we have some of both that we ought to be 
thinking about. 

Mr. Pace. Well, let me say this, because you have followed my ac- 
tivities over the years and know that I speak purely from the point of 
view of identifying what is proper and correct. Let me say that the 
possibilities—let us assume that there are men who are of so cheap 4 
nature that they seek to sell a bill of goods to the U.S. Government 
where they know it is either obsolete or inadequate. The process that 
is required to do this is so vast and so complicated a process that the 
possibilities are inherently, in my judgment, quite limited. 


Mr. Harvy. I wish I could subscribe to that thinking. I do not} 


quite agree with that. 
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Mr. Pace. It may happen. Of course, you have sat for many years 
looking at this situation in the Armed Services Committee. 

I am inclined to feel that the process and variety of assessments 
that have to be made at different levels; that is, the committees that 
meet on technical requirements—I am speaking now of the large pro- 

m. If you are tallking about selling something to a PX, that falls 
in quite a different category. Considering all that, it is most difficult, 
in my estimation, to improperly, if it were desired to do so, influence 
action in that direction. 

I would say another thing, too. As I have observed this thing, there 
are two areas that, to a company such as mine, are absolutely critical 
in advancing. And again, | have said this internally time and time 
again in my company. 

No. 1 is the quality of the product. If the product cannot perform, 
it is subjected to so many assessments by so many people at so many 
levels that that fact becomes abundantly clear. I feel that the quality 
of the product is basically your major sales agent. 

I would say procter ove: gape this I emphasized almost to the point 
of boredom in my company—is integrity. By and large, the services 
have got to select those people who they think should do a particular 
job. They do it on the basis of statements by the companies as to their 
capacity to perform and by their background of knowledge of what 
that company has done in the past, what its competence is, and who 
its people are. 

If they have people in that company whose word they are prepared 
to accept either as being a statement of what they clearly believe and 
will seek to perform, or if they are in a position to feel that these 
people make it their business to be knowledgeable, then, in my judg- 
ment, this is the most important sales instrument that any company 
can have, and without it I think you are mediocre. 

Mr. Gavin. Would the gentleman yield / 

(Mr. Hébert aside.) 

Mr. Harpy. I think your expression is very, very fine, and certainly 
the purposes and motivations behind it are without question. The one 
thought that is in my mind is: Recognizing the fact that there are 
gray areas in this whole business, and recognizing the fact that there 
has been considerable shaking of public confidence in the manner in 
which a good many of these things have gone, the committee is search- 
ing for some suggestions as to how the gray areas can be eliminated 
or that the assurance of integrity can be provided. And if you have 
any suggestions in those directions, why, we certainly would like to 
have them. 

Mr. Pace. Well, let me say that the gray areas can never be com- 
pletely eliminated. 

By and large, as you—if I may philosophize for just a moment— 
as you look at the history of this country, there never has been a 
civilization in the history of man that has progressed to the point of 
wealth that we have, that has contained corruption in the Government 
to the minimum that we have. This has been one of the great 
strengths of America. And for this, frankly, the Congress of the 
United States receives the highest possible marks. 


44112—59——-33 
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I think there is ingrained basically in this system a sense of honor 
and honesty that has not existed elsewhere. And I think that Hamil- 
ton and Jefferson saw this very clearly as one of the twin destroyers 
of civilization. 

Now, when you come to a situation such as you have here, I do not 
believe that you are ever going to be in a position to completely assure 
yourselves that a man will not make an improper move. I think you 
can reduce it. I think you have reduced it. I think the light of pub. 
licity that has been brought on this situation by this committee’s hear. 
ings has been of major benefit. 

I frankly do not think that barring association with the Defens 
Establishment by the defense industry would serve your purpose in 
the long run. I think it would serve us poorly to do this. 

I, myself, feel that some uniformity should be established as to the 
rules and regulations relating to those who have left the Government 
and their relationship with the Government. I think that the 2-year 
rule or a cooling-off period that has been suggested by other people 
makes very sound sense. 

I think, by and large, the general feeling that the Congress is con. 
stantly looking at this and examining it and throwing the light of 
publicity on it is your surest protection. I think that the laws and 
regulations that you lay down are sound rules of the game. But! 
think your constant attention to it is the surest protection that exists 

Mr. Harpy. Thank you, Mr. Pace. 

Mr. He&sert. Mr. Gavin. 

Mr. Gavin. Mr. Secretary, I compliment you on that broad-gage, 
overall philosophy that you expounded here this morning, of the am- 
bition of commercial enterprises to cooperate with the Government to 
secure the best possible results in the critical and chaotic world 
which we are living. But we had this Air Force Association up her| 
the other day and it was very interesting. Did I understand you tp 
say, Mr. Naish, that you are a director in the Air Force Association!’ 

Mr. Natsu. No; I did not. 

Mr. Gavin. Oh, I thought you said that. I misunderstood you. 

Mr. Norsiap. Aerospace Industries. What is the association you 
mentioned? Aerospace / 

Mr. Natsu. AIA; yes; the Aerospace Industries Association. I am 
a director—I am a member of the board of governors of that, as ar 
most of the—there are 69 companies, as you know, in that, and we have 
a board of governors of approximately 20 people. 

Mr. Gavin. How many memberships do you have in the Air Fore 
Association / 

Mr. Natsu. Within Convair? I don’t know that number exactly. 
I would say that, to my knowledge, we have approximately—I knov 
of about 40. 

Mr. Gavin. Well, in money value, what? Forty? 

Mr. Natsu. That is a couple of hundred dollars. 

Mr. Gavin. I think the membership was $250. 

Mr. Natsu. Oh, no. In the AFA 

Mr. Gavin. Air Force Association ? 

Mr. Natsu. The Air Force Association. 

Mr. Gavin. Yes. 
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nor Mr. Natsu. The membership is only something like $10, Mr. Gavin. 
nil-} Jsn’t that correct, Mr. Lanphier ? 





ers Mr. Lanruier. The individual memberships. 
Mr. Natsu. The individual membership is about—— 
not Mr. Gavin. The individual membership. 
ure Mr. Natsu. Yes. 
you Mr. Gavin. But I mean for commercial enterprises. Well, what 


ub- are your contributions in the Air Force Association ? 
ar Mr. Natsu. Oh, yes, I can tell you that. 

Mr. Gavin. The membership, if I recall, was $250, and you say you 
mse had 40 memberships? 





2 in Mr. Natsu. I can even give it to you more completely, Mr. Gavin. 
Our 
the Mr. Gavin. You were associated with the Air Force Association, 


vent ~weren’t you, Mr. Lanphier, in some way or some how, in this 
yeat’ = organization ? 
ople Mr. Lanruier. I have been there since about a year after it was 
formed, or 6 months after it was formed; yes, sir. 
COn- Mr. Gavin. Yes. In that broad gage philosophy that you were ex- 
tof pounding here this morning, do you think your Air Force Association— 
and fore I get on to that. How much in advertising did you take in 
ut] the Air Force Association magazine last year ? 
ists, Mr. Natsu. We took approximately $17,000 worth. 
Mr. Gavin. About $17,000? 
Mr. Natsu. Yes. 
rage; Mr. Gavin. Do you think that they would approach the problems 
am- of the Air Force, in that view that you were expounding here this 
ntto morning ? 
d in Mr. Pace. Well 
her! Mr. Gavin. I mean, do you think they would take a position to say 
ut) “Here is the Thor and the Jupiter, we are going to work out and 
jon!' advocate the best particular weapon,” or when it came to Bomarc 
and Nike-Hercules, that that association was going to take a position 
. to see that Nike-Hercules was given the very careful attention and 
-yo consideration and comparison with the Bomare, or aircraft or missiles 
or weapons or techniques 
Tam Mr. Pace. I rather doubt it. 
$ ar Mr. Gavin. I rather concluded that they were an organization 
hav’ that were brought together and coordinating all of the organizations 
in the field, such as yourselves, for the specific purpose of exploring 
fore What they could do for the aircraft industry. 

Mr. Natsu. No, sir. 

actly. Mr. Lanruier. No, sir. 

know Mr. Gavin. If the Association approached it—now, we had the 
Navy League. And I was greatly impressed with the background of 
the Navy League. But when it came into your Air Force Associa- 
tion——— 

Mr. Natsu. Let me answer that. 

Mr. Gavin. It was quite evident that they had very determined 
Opinions on weapons techniques and on types of aircraft and types of 
missiles and types of weapons. Do you think that they were pursuing 
it along the lines that you were advocating, Mr. Secretary—Mr. Pace ? 

} Mr. Pace. As far as I am concerned, I can’t answer that directly, 
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but my assumption would be that in terms of each of these individual i 
leagues, they pursue the specific interest of the specific service that d 
they represent, rather than taking the broader point of view that sees 
frankly I have spoken about here. vid 
(Addressing Mr. Naish.) Youmight haveacomment. You might ” 
disagree with me. Vode 
Mr. Natsu. Yes. Yes, I would disagree with you. nt 
Mr. Gavin. I think the associations ought to pursue broader view- 7 


points, such as you suggest. But when they get into advocating dif. ne 
ferent techniques and different systems and different aircraft, and dif. the 
ferent weapons, and missiles, then I think they are getting a little thes 











outside of the purpose for which the organization was formed. — 
(Mr. Pace nods. ) an 
Mr. Gavin. All right, Mr. Lanphier, let’s hear your thinking on it. P it 
Mr. Lanruier. I don’t agree, sir M 
Mr. Héperr. All right, Mr. Lanphier. Pic 
Mr. Natsu. I would like to answer it} 
Mr. Gavin. Let Mr. Lanphier. ana 
Mr. Lanrurmr. There is a distinction as to which, sir. The A.LA, ~ M 


serves the commercial interests of the industry, of which we are a part say 





of theindustry. The Air Force Association ah 
ae . . techi 

Mr. Gavin. Waitaminute. A.I.A.is what? M 
Mr. Natsu. Aircraft Industries Association. M 

: Bey M 

Mr. Lanpnier. The Aircraft, or Aerospace Industries Association — adyo 
as it is now called. ular 
Mr. Gavin. Yes, sir. I am talking about the Air Force Associa-| yy 
tion. Mi 
Mr. Lanputer. All right. The Air Force Association is comprised Mi 
of some 50 or 55,000 former members of the Air Force who have or- that) 
ganized out of that background to propose and continue to bother! = My 


themselves about the best combination of airpower for the country, 9090 y 
whether that be Air Force, Navy, Army, or any one of the other ele) with- 


ments of the airpower in this country. Mr 
Mr. Gavin. You say they do. I wouldn’t—maybe my conclusions — of fif 
are wrong. What do you think, Mr. Chairman? Do you think that Mr 
they were really exploiting Polaris when they were here the other areas 
morning ? out, 1 
Mr. Hésert. I am not—— sile o} 
Mr. Gavin. Or the Nike-Hercules? [ Laughter. ] it was 
Mr. Gavin. Let us stay on the ground, Mr. Lanphier. forme 
Mr. Lanputier. That is the objective. I am just saying that is the Mr. 
objective. Mr. 
Mr. Gavin. Mr. Pace is trying to emphasize that we must approach — situat 
these problems purely from the standpoint of patriotism and we want Mr. 


integrity. Now, don’t try to sell me the idea that they were promot- think 
ing any other weapons here the other morning, other than that which porta 
the Air Force was interested in. At least I couldn’t arrive at any con of the 
clusion. have } 

Mr. Lanpuirr. I will say categorically that I and any other mem- would 
ber I know, of the Air Force Association, is a patriot and we are trying power 
to do the best we can. : Mr. 

Mr. Hézert. Nobody challenges that. even t 
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Mr. Gavin. Nobody challenges that. ; 

Mr. LANPHIER. ‘All right. The Air Force Association, I repeat, 1s 
comprised of people who are trying to do the best they can as indi- 
vidual citizens, who were formerly in the Air Force, to keep air- 

wer—it began in the days when we cut airpower to nothing in 
1946—to keep airpower of the right quality and the right timing and 
inthe right amount available for the country’s defense. 

In this instance you are right. I believe they did point out in these 
two controversies—your implication, I believe, is that they are serving 
the interest of some of these industrial organizations, when they make 
these arguments. I believe, in the one argument, they opposed one 
company and in the same company they were for in one instance and 
opposed to their product in the other. 

Mr. Gavin. What company was that ? 

Mr. Lanputer. It was in the case of Nike-Zeus. Douglas—in the 
ease of the Nike-Zeus, Douglas was a contractor involved there. And 
in the case of the Thor missile, Douglas was on the other side of that 
argument. 

Mr. Gavin. Well, if the association is formed for the purpose you 
say it is formed for, then why do they want to get into weapons 
technique ¢ ( 

Mr. Lanruier. This is the very essence—— 

Mr. Gavin. Particularly in aircraft and weapons and missiles, and 
advocate them? I don’t think the Navy League advocates any partic- 
ular weapons or techniques, 

Mr. Lanpuier. Weapons systems are the essence of airpower. 

Mr. Gavin. What ¢ 

Mr. Lanputer. These weapons systems are the essence of airpower, 
that we are talking about. 

Mr. Gavin. I note also that they were able to sell them some $500,- 
000 worth of advertising, and the Navy League could only come up 
with—what was it ¢ 

Mr. Kunn. $32,000. They had a net operating loss, on their organ, 
of fifty-one. 

Mr. Gavin. Evidently they are getting over, at least I think, into 
areas that would be better left to industry and Government to work 
out, without them advocating anything—any particular type of mis- 
sile or weapon or aircraft. Let them stay with the purposes for which 
it was formed. At least you say it was formed of some 30,000 or 40,000 
former officers in the Air Force. 

Mr. Lanrnier. No,no. Enlisted men and officers. 

Mr. Hézerr. Mr. Courtney. Suppose we get to the retired officer 
situation. 

Mr. Natsu. Could I make one statement in that regard which I 
think would clarify the situation, Mr. Chairman? I think it is im- 
portant to say that this is an alumni organization of actual members 
of the Air Force. All other members, such as companies or civilians, 
have no vote in the Air Force Association. It seems to me that we 
would be denying the right to the people who fought, fought for air 
power and flew airplanes in combat, if we said to them 

Mr. Gavin. Certainly we don’t want that. You know better than 
even to make that statement. We would like to have these patriotic 











514 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


organizations. The thing that I am talking about: Let us not get into 
the commercial side of it. Let us stay with that. 

Mr. Natsu. I submit I haven’t made the statement yet. 

What I said is that in their expressing their preference for one 
weapon over another, which they have done and I am sure they will 
continually do, I don’t think we could deny them as people who have 
actually known the airplanes, not only their individual rights but 
their collective rights to say, “We as professional guys who flew these 
airplanes think that airplane A is better than airplane B or that mis- 
sile so and so. 

Mr. Gavin. I think the Navy League ought to get into promoting 
aircraft, carriers, submarines 

Mr. Natsu. I think they do. 

Mr. Gavin. Missiles and other phases of our defense program. 

Mr. Héserr. I think, gentlemen, the record is replete with testimony 
on that subject. 

Mr. Hess. 

Mr. Hess. Mr. Pace, I would like to ask you just two questions, 

Mr. Pace. Yes, sir. 

Mr. Hess. You mentioned in answering Mr. Hardy a few moments 
ago that you looked with favor on the suggestion of a cooling-off 
period of 2 years. 

Mr. Pace. Yes, sir. 

Mr. Hess. Now, would you have that cooling-off period apply to all 
officers or just officers who are in procurement ? 

Mr. Pacer. Oh, I just think officers who are in procurement. 

You know, we have recently had in one area to expand and in another 
area to contract. And some of the most useful people that we have 
acquired have been people who were formerly in the service, who 
have no connection whatsoever with procurement, but whose experi- 
ence is of vast benefit to us. 

I think to make that prohibition would be most unwise. 

Mr. Hess. For example, engineers? 

Mr. Pace. That is right. 

Mr. Hess. In the aviation industry or something of that kind ? 

Mr. Pace. That is right. There are some men who have spent 
years in the service who can smell what is wrong when they step 
into a place. 

This is worth so much to this country, to have that kind of man 
available in that job, instead of having him sell insurance. 

Mr. Hess. I agree with you. 

Mr. Pace. That you just can’t avoid it. A way has to be found 
to do it and to do it properly. 

Mr. Hess. But you would limit the 2-year cooling-off period to 
those people who have had contact, direct contact, let us say, with 
industry in their last tour of duty ? 

Mr. Pace. That is correct. 

Mr. Hess. All right. 

Now, one other question. When you were Secretary of the Army 
did you have any thought or any experience with this question of dual 
compensation ? 
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spent almost all my early life in Government and my strongest urge | 
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was to recruit competence for the Government. As Director of the 
Budget, I traveled all over the country competing with the big busi- 
ness concerns for the high competence in young people that you could 
feed into the bottom of the budget, so that. 5, 10, 15 years later you 
are going to have the kind of quality to make the judgments that are 
necessary. 

I think here you have in terms of using people with experience with 
big operations, with big governmental functions, a value that should 
not be excluded. 

And I do not feel, frankly, that if they are being adequately re- 
warded for service in one place they should at the same time continue 
tobe rewarded for previous service to the Government. 

Mr. Hess. That is all, Mr. Chairman. 

Mr. Gavin. At that point, please, Mr. Chairman, may I as a 
question? = ' 

Do you think in that 2-year period, Mr. Pace, that they would lose 
their contacts with the experience in the techniques and operations? 
If they are good and they are able people and people that we have a 
great respect and admiration for, then why should we make them wait 

or acooling-off period? What is the reason for your thinking there? 

Mr. Pacr. There is a danger, I confess, that they lose that keen 
sense of touch, just as a basketball player can throw a ball through a 
hoop, so a man knows this business because he has lived with it. 

I say not because in my own mind I have any doubt as to the in- 
tegrity of the people involved—because by and large I have never 
known a finer class of people. The best friends that Mrs. Pace and 
myself have made in a lifetime have been when I was Secretary of the 
Army with the military. But I say it largely because there is this 
question that Porter Hardy raised, that is in the mind of people, and 
that is: Is this thing being done so that individual can benefit from it ? 

To me it is a terribly close question. By and large, I think you are 
providing them with protection, so long as it is understood that this is 
not a challenge on their integrity. 

Mr. Heéserr. Mr. Courtney. 

Mr. Courrney. Mr. Chairman, we are ready to report now. And I 
am going to take the liberty of asking Mr. Naish to follow me through 
as we give the first returns on the questionnaire from Convair. So 
we may have the situation in focus. 

I think the employment of Convair Division is something like 
66,000; is it not ? 

Mr. Natsu. Correct, sir. 

Mr. Courtney. Now, as to the employment of retired military in 
various categories—this is not a 100 percent tally, but it will probably 
not vary but a few points—you have one general in the employment. 
You have one lieutenant general. Five brigadier generals. Thirteen 
colonels, 25 lieutenant colonels, and 13 majors. One vice.admiral, 19 
rear admirals, and some of those have the dubious title of “tombstone” 
admirals, 

Mr. Natsu. That is right; yes, sir. 

Mr. Courrnery. Fifteen captains in the Navy; 28 commanders, 65 


| hieutenant commanders. For a total of 186 tabulated so far. I think 
1,1 the number is slightly in excess of that, is it not ? 


rge | 
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Mr. Natsu. Well, it is substantially. I have 170 something. We 
are about in agreement on the number. 
Mr. Gavin. Would you talk a little louder, Mr. Courtney ? 





Mr. Hésert. Let us have order, please. 


Mr. Courtney. Now, on the assignments to duty and the work per. | 
formed of these 186, 60 are in administrative positions; 83 are 1n tech- | 


nical positions. 

We have had to classify 29 of them as miscellaneous. 

Mr. Natsu. Yes. 

Mr. Courtney. And nine of them require further exploration as to 
their duties. 

And in this category, the voluntarily retired were 126. The in- 
voluntarily retired were 56. 

The average retired pay is $400 a month. 

There were 33 retired for physical disability. 

And if you will verify this with me? ‘The average individual pay 
from your company is $770 a month. ‘The median pay of these em- 
ployees is $700 a month. But the most frequent pay scale is $6004 
month. 

Does that correspond with you 

Mr. Natsu. I did not make this kind of a statistical survey. I made 
mine on another basis. I think it is very interesting. It about fol- 
lows what you said. I may swap numbers with you, if you will, that 
might even add further light. 

ur numbers are essentially the same. I felt we had 170. You 
say 180. 

Interestingly enough, this covers the whole spectrum of jobs we 
have. 

For instance, it is interesting to note that I say that 90 people are 
in engineering, specifically in engineermg—designing or maintaining 
airplanes and/or missiles. 

I show 69 to be in the factory. Now, a lot of these you would call 
administrative because some of them—we use a great many ex officers 
as assistant foremen, for instance, with 30 or 40 men under them, 
because their previous experience in handling men is very valuable 

What. it comes up to—and I think this is an interesting point— 
is that it adds up to 170, and remembering we have 66,000, this is 
about two-tenths of 1 percent. 

I say this to you not from an administrative level but havi 
handled the factory departments myself—I was a foreman—and 
can tell you that my only regret, looking back at the theory of dis- 
cipline and the knowing how to handle men, that military men learn 
as a part of their trade, and remembering the competitive position I 
am in, I wish I had, 1,169 instead of 169, which is only two-tenths of 
1 percent. 

Interestingly enough, about how some of these men choose their 
jobs. I talked about 90 being in the engineering department, spe 
cifically in engineering. Sixty-nine are in various aspects of the 
factory. But there are some very interesting points. We have 
several officers, again let me remind you, who are policemen. 
I think we have three, as a matter of fact, who have requested this is| 
the job they want. We have at least several of these miscellaneous 
category that are teachers, who are teaching shop guys of the routine) 








of ho 
about 


we m 
what 
weap 

Inc 
hund: 
has b 
Wee 
visor 
ceival 
proba 
or su 
shop. 

We 
who : 
have, 
interé 
Corp: 
I mig 
becau 
who | 
mand 
he is « 
is the 
He Wi 
to col 

Nov 
philos 
havin 
think 
witho 
buyer 
fitting 

No 
this n 
of res 
my in 

Mr. 

Mr. 

Mr. 

Mr. 

Mr. 
eral ¢ 
this ¢ 

Mr. 
I wou 
as yo 
engine 
surpri 
am su 

Mr. 

Mr. 








We 





er- 


ch. | 


S to 


in- 


pay 
em- 
0 a 


1ade 
fol- 
that 


You 


» We 


} are 
ning 


call 
icers 
nem, 
able, 


nt— 
18 1s 


vi 
nd 
dis- 
earn 
ion I 
1s of 


their 
spe 
* the 
have 
men. 
his is! 
1eous 
utine | 


RETIRED PERSONNEL IN DEFENSE INDUSTRY 517 


of how we run a factory or teaching them how to write. We have 
about 15 of these people who are writing the technical manuals which 
we must send out with every weapon we produce because they know 
what the GI and the sailor on ship should know about making a 
weapon. 

Incidentally, these people make, as you say, about seven or eight 
hundred dollars a month. We even have one man—and a lot of this 
has been very new to me because I didn’t know many of these people. 
We even had one man who was a former oflicer who is now a super- 
visor of the accounting department, who handles the accounts re- 
ceivable. Where in his mildeaey career he acquired this ability, I 
probably don’t know. He probably was in the comptroller’s office, 
or such. ‘The interesting thing is they run the whole gamut of our 
shop. 

We have some officers, interestingly enough, who are just working, 
who are mechanics on our line. And your median, which I did not 
have, and which I think is very interesting, of some $700, is an 
interesting poimt. I had one brigadier general from the Marine 
Corps who came in looking for a job. He was about 57 years of age. 
I might add that we get a great amount of people looking for jobs 
because unfortunately, especially in the Navy, as you know the man 
who has risen to the rank of captain, a four-striper, and who has com- 
manded a ship, if he does not make a certain grade after 30 years, out, 
he is out of the service. He is generally about 52 years of age. That 
is the usual age. Probably 10 of the most productive years of his life. 
He wants a job because at that same time his children are about going 
to college. 

Now, in this one case, this general came in and he expressed the 
philosophy very well. He said, “I have been a responsible guy and 
having the weight of responsibility for the last 15 years. I do not 
think my present income is enough to support me. I want a job 
without responsibility. I would like to be a technical assistant to a 
buyer, in your purchasing department, who goes out and buys the 
fittings and forgings, because I am a good metallurgist.” 

Now, when I saw his background, I actually had better jobs to give 
this man. But he said, “This is what I want. I want a modicum 
of responsibility. I want to do a job in my retirement to supplement 
my income.” 

Mr. Courtney. While you are on that subject. 

Mr. Natsu. Yes, sir. 

Mr. Courtney. Of the pay scales. 

Mr. Nasu. Yes, sir. 

Mr. Courtney. What would you say is the median pay in your gen- 
eral classification of civilian work, for work such as is performed by 
this class of 186? 

Mr. Natsu. Well, I would have guessed it was higher, Mr. Courtney. 
I would have guessed it was more like about $900 a month. Because, 
as you know, engineers—remember, 90 of these are engineers. An 
engineer coming out of college today gets $560 a month. So I am 
surprised that the median is even as low as you tell me it is. And I 
am sure this is correct. 

Mr. Courtney. Well, this is a statistical analysis. 

Mr. Natsu. Yes, I am sure it is probably correct. 
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Mr. Courtney. And it is purely a mathematical calculation, with. | 
out—you draw whatever inferences you choose from it. 

Mr. Natsu. In other words, many of these military people come in , 
and accept jobs in what you call mediocre pay scales, and I don’t even 
have any kowledge they are there. Because our fundamental policy | 
on hiring is this: We have over 1,000 different classifications of jobs to | 
fill. We hope to fill them with the best-qualified man. Although our | 
records for the purposes of security—they ask a lot of questions, 
whether he is married or single, or whether he was in the service or | 
out of the service. The primary thing we are interested in: Is he | 
capable of doing the job, and did he have a criminal record, because | 
with that we can’t hire him for security reasons. 

Mr. Héserr. I think there, Mr. Naish, that the statistical analysis 
is very interesting. 

Mr. Natsu. Yes, sir. 

Mr. Hesert. And your explanation, of course, is interesting. 

However, we can’t becloud the real issue of why we are here. 

Mr. Natsu. Yes. 

Mr. Hépert. I don’t think anybody has any objection to the tech. | 
nical retired military person for being hired in such capacities and in 
this area, which has been stated by Mr. Courtney in the analysis of 
the statistics. 

What concerns the general public and certainly Members of Con.- , 

ess is the almost unhesitating employment, openly, of the high rank. 
ing officials of the military into salaries which are certainly not com- | 
mensurate or in proportion to this overall picture. | 

Now, I have in mind, for instance, your General McNarney. You 
are familiar with his testimony before this committee. 

Mr. Natsu. Yes, sir. 

Mr. Héserr. To use his own words, he was first contacted through | 
a cryptic telephone message. Those are his words, and not mine, 
And here is a man that just steps practically out of the military, into 
one of the most important positions in the military, into your com: 
pany, at asalary of $75,000 a year. 

Mr. Naisu. Yes, sir. 

Mr. Hépzerr. And at this time he is retired already, and is receiving 
$30,000 as a consultant. | 

Now, those are the things that people are interested in and want to 
know what happens. 

In your case, Mr. Pace, if you had still been in the Revenue Depart- , 
ment, I think you will be the first to agree that Mr. Hopkins wouldn't 
have picked you up to put you in this very important job. 

Mr. Pace. I think that istrue. I think that is true. 

Mr. Héperr. So he was buying not only your talent but he was 
buying perhaps the most effective man of all the people who have 
retired from Government. I don’t know of any individual, whether 
he be a general, an admiral, or a Secretary, who brought to an indi- 
vidual organization more Government know-how than you did. 

(Mr. Pace nods.) 

Mr. Héperr. And that is very easy. You were Director of the 
Budget, which to my way of thinking is the most powerful body in 
this Government today and really runs the Government. The Direc: 
tor of the Bureau of the Budget is the most powerful man in this} 
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country today. He holds the purse strings, and I don’t know to what 
extent when you were over there, now, but they certainly are getting 
very much in the legislative field. They have set policies. They 
have gone far beyond the original intent of the Bureau of the Budget. 
So the Bureau of the Budget man is the real—he is the kingpin. He 
js the kingpin in this country. So you brought all that vast knowl- 
edge of the Bureau of the Budget in its operations and its machina- 
tions into your company. 

Then you brought your 3 years’ experience as Secretary of the 
Army. 

Mr. Pace. That is right. 

Mr. Hézerr. In your company. A vast knowledge. So these are 
the things that concern people. ; 

Now, I don’t mean to say that I translate any impropriety on your 
part—— 

Mr. Pacer. I know. 

Mr. Héserr. At all. But these are the things—in your own admis- 
sion—that perk people’s ears up. 

Mr. Pace. May I speak a moment to that point? Because I agree 
with the chairman perfectly. May I just take my own case as an 
interesting example? 

Mr. Héperr. Yes. 

Mr. Pace. Let me say that when I left Harvard Law School I went 
back to Little Rock, Ark., and my father, who I think was one of the 
South’s most distinguished lawyers, had always maintained the hope 
that I would one day become the head of his law firm. I think one 
of the great shocks of his life was when I told him I was going into 
public service. 

He had been the partner of Jeff Davis, who had been three times 
Governor and four times Senator, and he was not, frankly, of a mind 
that my decision was sound. 

Interestingly enough, Mr. Chairman, I went to work as an assistant 
district attorney without pay. And my father said it was the only 
time in my life I was ever adequately rewarded for my service to 
the Government. 

Mr. Hésert. That is a Federal district attorney, Mr. Pace? 

Mr. Pace. No; this was a State district attorney. 

Mr. Hépert. So they still had high respect for you at that time in 
Little Rock. 

Mr. Pacer. I will say I did this, Mr. Chairman, fundamentally, be- 
cause I had been given a marvelous homelife and a marvelous educa- 
tion and I wanted to pay it back by working for the Government. I 
think in that period of time I could have accumulated, if I had moved 
into the private practice of law, a substantial amount of money. 

I did not doso. I stayed with the Government for almost 14 years, 
in salaries that the Government generally paid. And frankly, I 
never regretted a minute of it. 

When I left, as I told you, I had no idea what I would do. I will 
say to you that I had two offers in nondefense areas that were more 
attractive, moneywise, than the one that I took. And the reason that 
I took the one that I took was because I felt I could continue to be of 
some value. 
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Now, this sounds a little bit like I am wearing a halo. I am not, 
I am merely trying to say that I agree with you that this thing must 
be looked at with great care to make sure that people are not hired 
because they have a know-how in Government. 

I have found, frankly, that the experience in Government is of in- 
valuable utilization to you in the running of a big private organiza- 
tion, that the necessities for making broad-gage and broad decisions 
are of real value to you as you move into this area. 

I have found a great many of these military people who are uniquely 
competent in running a big organization. General McNarney had an 
almost uncanny capacity for long-range planning—for looking down 
the road, as to where you were going and how you could effectively 
do it. 

And when General McNarney came to Convair, this was not in my 
judgment a first-class organization. By the time he left it, I think 
it was clearly a first-class organization. 

I think, by and large, in my judgment, sitting there and looking at 
both from the side and on top of it, he earned his keep. 

However, there is always the danger that the choice will be made 
for other reasons than competence. 

For that reason, in my estimation, this has to be examined and 
reexamined, and everyone who has served in public life has a responsi- 
bility to make their affairs available to the knowledge of the public, 
at least in my estimation. 

I say this only because there are two sides tothe coin. T don’t want 
to overemphasize the competence side. The other danger clearly 
exists and can never be ignored. 

But by and large these men who have taken top jobs have shown a 
capacity for management to take them well beyond the military, and 
this is particularly true of men who have taken top jobs in nondefense 
organizations and who have run it extremely well. 

Mr. Hésertr. We are not talking about the nondefense. Now, Gen- 
eral McNarney you say had an uncanny vision of looking down the 
road. Would he have had that uncanny vision of looking down the 
road if it hadn’t been backed up with the years of experience that he 
had in the Department of Defense? 

Mr. Pace. I rather doubt it. 

Mr. Hépertr. Of course. 

Mr. Pace. I think he would have been a good planner. 

Mr. Heésertr. He would have been a good planner. 

Mr. Pace. But he wouldn’t have had that competence, I agree. 

Mr. Hésert. He knew where to tell them where to go. Take Gen- 
eral Irvine, just employed by Aveo. He was the man in the Air 
Force who had planning, who had materiel, who knows what the prob- 
lems are. Naturally he has acquired them. So that is the problem 
we face. 

Mr. Pace. I agree. 

Mr. Hésert. If we could only retain some of these men in Govern- 
ment—we can’t because of dual compensation. But these are 
problems. 

Now, Mr. Lanphier. 

Mr. Lanputer. Yes, sir. 

Mr. Héserr. Your last position was what—did you say ? 
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Mr. Natsu. Your last position. 

Mr. Hé&perr. Your last position with Government. 

Mr. Pace. Your last position. 

Mr. Lanpuier. I was assistant to the Chairman of the National 
Resources Planning Board. 

Mr. Héperr. And prior to that ? 

Mr. Lanpuier. In the Government I was assistant to the Secretary 
of the Air Force, the same man, 

Mr. Héperr. So you, yourself, acquired a great deal of knowledge. 

Now, I would like to know something. You have very strong feel- 
ings ¢ and are very articulate in expressing yourself. Now, as an ex- 
ample of what we are trying to discover here—and this is ‘attempted 
influence. Whether that influence be good or bad is a question of 
opinion. Do you think it is in the national interest to aggravate and 
agitate positions of defense to the general public, where those are 
milit: iry decisions? 

Mr. Lanruier. When you put it that way; no, sir. Aggravate and 
agitate ? 

Mr. Henerr. Yes. 

Mr. Lanreuter. No. But certainly I think it is in the interest—I 
believe that as an extension of my responsibilities 1 in the organization 
of which I am a member, in extension of the interests of the weapons 
systems that we believe in, it certainly is within my province to try 
and persuade people to the best interest of those weapons systems, 

Mr. Héserr. To which people do you refer ? 

Mr. Lanpuirr. Any people who are pertinent. 

Mr. Hénerr. How is that? 

Mr. Lanpuier. Any people who are pertinent. 

Mr. Héperr. Any people who are pertinent. Then you assume the 
general public to be pertinent ? 

Mr. Lanpurer. Oh, certainly. 

Mr. Héserr. To arouse something. Now, you have a very amazing 
background, at your age, too. And I think very few people realize 
and know that you are the flier who shot down Admiral Yamamoto 
during the war. Then you are a newspaperman of great ability. So 
you are well schooled in ‘what subtlety is and what direction is. Sub- 
tlety is and what direction is. Subtlety, of course, is the most power- 
ful weapon of successful propaganda. 

Now, in your capacity at Convair, to what extent have you gone to 
attempt to influence the American people in relationship particularly 
to the Atlas as being the weapon of the day? Have you gone beyond 
the capacity of your position there? 

Mr. Lanruier. I don’t believe so; no. 

Mr. Héserr. You do not ? 

Mr. Lanruter. No, sir; I donot. 

Mr. Hénerr. Well, I recall having seen you on the Dave Garroway 
program, “Today,” one morning. 

(Mr. Lanphier nods. ) 

Mr. Heézert. Which was a very effective program about our lack of 
ability in missiles; I think it was. It was supposed to be an objective 
study. And I recall very vividly the closing- out scene, where you are 
standing next to a plane, or next to the Atlas, in the Convair plant in 
San Diego, and you say—no; Mr. Garroway asked you, as I recall 
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correctly, “Are you doing all you can do?” Your reply, as I recall it, | com 
was, “No: we are not. We could do twice asmuch. Wecoulddo much | mad 
more.” Then Mr. Garroway asked you, “Well, why aren’t you?” ; and At 
your reply was, “Well, you will have to ask somebody else that ques- | form 
tion.” ' ile. 
That was at a time when the number of Atlases was in the military Ic 
area for decision. And, of course, it left the impression that we in | the ] 
Congress, or the military department, weren’t doing all that it could | pare 
do. | deve 
Mr. Lanpnier. I believe that to be so then, sir; yes, sir. Mi 
Mr. Hézerr. But do you think that contributed to the general public Mi 





confidence, a statement of that sort ? | Mi 
Mr. Lanruier. Well, I would have to observe—in the first place, I M 
stated it as my opinion. tegic 
Mr. Heépsert. That is correct. | oper: 
Mr. Lanputer. I believe it. Mr 
Mr. Hésert. Twelve million people heard that opinion. ) Arm 
Mr. Lanpuier. OK. Mi 
Mr. Hépert. You are a responsible man. | Mr 
Mr. Lanruter. The question you are asking me is whether or not I __ tlem: 
should have had that opinion; whether that is a valid opinion or not— Mr 
is that what you mean ¢ does- 
Mr. Hépzerr. No; I don’t ask whether that is valid. You may have | other 
a right to a valid opinion. But I am talking about in the interest of } suffic 


the national defense and try to bring into some concrete form unified | destr 
thinking in this country, without spreading confusion. Now, as an } manr 
example—I don’t want to belabor it. But, as an example, T under- | it phy 





stand your position on the number of Atlases differs a great deal from No 
what the military decision is. is wh 
Mr. Lanruter. Excuse me. It certainly—yes; it does. and v 
Mr. Hézerr. It does? as m1 
Mr. Lanrputer. Yes. of a 
Mr. Hésert. Allright. Now ) valid 
Mr. Lanputer. I think there should be more; yes. Mr 
Mr. Héverr. That isa military decision. Mr 
Mr. Lanruter. I beg your pardon, sir. May I talk about this for Mr 
a moment ? discu: 
(Mr. Hébert nods. ) _ tary. 
Mr. Lanruter. The Atlas missile was conceived by the Convair peo- Mr 
ple years ago, 14 years ago, something like that, and it drifted along } Mr. 
until 4 or 5 years ago, when it was determined that a small enough Ta 


bomb could be invented to make a small enough Atlas, and the pro- (od _ 
gram was accelerated. Now, at that time the Atlas—the Convair or- _ tainly 


ganization had the lead in the Atlas program; that is, we had invented == No 
it and developed it up to that ie And then we got into business, instar 
where the Air Force accelerated it. cision 


Mr. Hésert. And used some of the funds of your company to de- | subtle 
velop it? fused. 
Mr. Lanrurer. That was in the past; yes, sir. in mi} 
From that day to this we have been a part and parcel of the Atlas | tary ¢ 
program, for 2 years, within—the first 2 years when we were accelerat- Mr. 
ing, I was responsible to the president of the company to see that the | I wan 
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company made the maximum effort that the Government felt should be 
made within our company on this program. 

At this moment in history, our Convair people are training the uni- 
formed men of the Strategic Air Command in the use of the Atlas mis- 


' sile. 


I cite this experience in this partnership with the Air Force to make 
the point that, even though we don’t wear uniforms, we are part and 


' parcel of the military system these days in the qualitative and timely 


ee 


development of weapons systems. 

Mr. Hépert. That is admitted. 

Mr. Laneuier. All right, sir. Therefore—— 

Mr. Gavin. By that you mean operational control and firing? 

Mr. Lanrutier. We are training in this action; yes, sir. The Stra- 
tegic Air Command will have this responsibility when these become 
operational. 

Mr. Gavin. I suggest you turn it over to the Department of the 
Army after you get through with it, rather than the Air Force. 

Mr. Héverr. Let Mr. Lanphier continue. 

Mr. Gavin. It is all right. This is an opinion, the same as the gen- 
tleman’s opinion. 

Mr. Lanruter. An Atlas missile carries a bomb, just like one bomber 


_ does—no more. Its great advantage is the time that it can get to the 
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other side, or he can get to us. Therefore, if he has a complex of them 
sufficiently in his own mind plus whatever else he got to reach over and 
destroy our force in being while it is still on the ground, whether it is 
manned aircraft or missiles, he has a significant edge, whether he uses 
it physically or politically. 

Now, the debate that has been going on for the last couple of years 
is whether or not—and I repeat that in the development of the Atlas 
and up to this date quite a few of us in the Atlas program surely have 
as much experience in how many of these it takes against what kind 
of a force the other guy might have of the same kind, to have a 
valid opinion at least. Is that not 

Mr. Héserr. No; that is correct. 

Mr. Lanrnter. All right, sir. 

Mr. Héserr. You may have that valid opinion. But the forum of 
discussion that I inject—the forum of discussion is with the mili- 
tary. 

Mr. Lanrnter. We make this argument with the military. 

Mr. Hernerr. These aren’t technical people, the man on the street. 

I am not talking about shutting off any information to the public. 
God knows that is the last thing I want to do, but there are cer- 
tainly some areas where we have to be realistic. 

Now, as an example—I am talking about this very program. For 
instance, if your Atlas is as powerful as it is, then the military de- 
cision is we need X number of Atlases. Yet, by projecting these 
subtle arguments into the open, you get the American people con- 
fused. And there is the area I think that perhaps the President had 
in mind when he said the decisions were being made beyond the mili- 
tary decisions. 

Mr. Laneurer. This could well be, sir. I want to repeat—I mean 
I want to clarify, if I can, what I am trying to explain. 
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The number of Atlas missiles, and when you should have them, is 
an elemental part of what the Atlas missile system is. As you say, 
there has been one voice expressed on what this should be in terms 
ef timing and number—that of the military, the Defense Depart- 
ment. This is a fundamental issue to me as an individual. I believe 
the Soviets will have a complex of missiles and aircraft well in time 
before we are planning to have sufficient missiles and to the extent 
that my country is in jeopardy. 

I happen to believe this on the basis of some knowledge of facts— 
some knowledge of what the opposition is doing, because we have con: 
tracts in this respect to assess what the enemy is doing in this missile 
field. And therefore when I see the time drifting by when we can- 
not any longer wait to make a decision to go ahead with more of these 
missiles, disbursed and hardened, and so forth, and I am asked the 
question, wherever it may be, I have said this, whether it is on tele- 
vision in front of—whatever the Garroway audience is, or in the Con- 
gress. I said this a year and a half ago before the Senate. There are 
no reservations about this. 

I might also add, sir, that, as to the validity of my opinion, yester- 
day the defense bill bore in it the very missiles—the number, the extra 
eight squadrons I was arguing about, and for. 

Mr. Hészerr. Now, you are satisfied that they are allowing you to 
produce enough missiles ? 

Mr. Lanrputer. Well, the Congress had legislated the money; yes. 

Mr. Hépert. You are satisfied now ? 

Mr. Lanpnter. Yes, sir; at the moment. 

Mr. Heéperr. You see, the thing that concerns me as an individual 
and concerns others is so many things that the public gets confused 
about. And it does not do for unity. 

I am thinking of these areas. 

Mr. Lanruter. I am making the point that this is not an irrespon- 
sible voice adding to the confusion. 

Mr. Heéserr. I am not suggesting it is an irresponsible voice. 

Mr. Lanrurer. In the democratic system 

Mr. Hepserr. I don’t think you would say the Chairman of the 
Joint Chiefs of Staff, or the members of the Joint Chiefs, are irrespon- 
sible voices. But they don’t go out into the public and debate their 
military needs. 

Mr. Lanruter. No; they donot. Pardon me 

Mr. Hésert. Of course, they do not. 

Mr. Lanputer. I beg your pardon; they do. They debate the side 
of the current administration at all times; yes. 

Mr. Hépsert. And they are doing it, in what they consider the mili- 
tary needs. Now, I don’t want to leave the implication as mine, but 
certainly the implication is well afield that this area was perhaps to 
get more business for Convair. 

Mr. Lanputer. It incidentally does. And this is a very easy thing 
to say. 

Mr. Héserr. Of course, it is. 

Mr. Lanrurer. And it isa very easy thing to do. 

Mr. Héserr. And it is the biggest part of the defense budget. 
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Mr. Lanputer. It is a very easy thing to say, that is right, and a 
correct thing to say, that “if the net result is affirmative to the argu- 
ment I am working with, the company”—I would incidentally make 
this argument whether I was there nor not. This is academic to this 
hearing. 

Mr. Hess. This confirms what Mr. Hardy read here a little bit ago— 
wasted money. 

Mr. Lanpuier. Is this wasted money that you have just legislated ¢ 

Mr. Hess. I think it might have been wasted money had the Con- 
gress appropriated sufficient amount of money to put the Atlas in 
production before it had been perfected. 

Mr. Lanrurer. Excuse me, sir. It has been in production over a 
year. 

Mr. Hess. Well, it might be in production, but still not perfected. 

Mr. Lanrnuter. We are are still testing it and will be for another 18 
months; yes, sir. 

Mr. Heserr. It is the same way—if the Atlas is such an all-power- 
ful weapon that it is supposed, and I assume it is 

Mr. Lanruter. It is not an all-powerful weapon; no, sir. 

Mr. Héperr. It is the most powerful we have. And if you could 
destroy Eurasia—if 4 could do the job or 10 could do the job, why 
have 50¢ It is like a swimming pool. If it will drown 1 man, you 
need 10 swimming pools after the man is drowned ? 

Mr. Lanpuier. Mr. Chairman, I repeat, an Atlas missile is not 
that all powerful. It carries a bomb, less than a manned bomber 
carries. It carries a bomb. It hasn’t that much magic. Its only 
magic is the speed with which it carries it. 

Mr. Heverr. Now, on this intense desire, which is valid on your 
part, to what extent have you gone to spread this out publicly? Have 
you supplied any Members of Congress with information ¢ 

Mr. Lanpnuter. Only at their request when they come to visit us, 
or once in a while when they asked us for information. 

Mr. Hésert. And how many Members have gone to you and asked— 
I know you can't tell the details. I mean you wouldn’t know how 
many generals 

Mr. Lanpuier. I would say in the last 4 years we have had, oh, 10 
Senators and maybe 30 or 40 Congressmen. 

Mr. Naisu. More than that. 

Mr. Pace. More than——— 

Mr. Natsu. More than that. 

Mr. Lanrnier. The people that come through the system. You 
have been there. 

Mr. Heéperr. I don’t mean the system. I have been through the 
system. 

Mr. Nasu. Yes. 

Mr. Hézerr. This committee has been through the system. 

Mr. Lanputer. In that case I would say 

Mr. Héserr. I mean men who come specifically to you and say, 
“Give me some ammunition for this gun; I want to shoot it.” 

Mr. Lanruter. I have never had anybody do that. 

Mr. Héperr. I didn’t mean use those words. 

Mr. Lanrnrer. I have had members of the Armed Services Com- 
nittee, in both Houses, that is, the Armed Services and the—and your 
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committee, ask for information pertinent to systems that we happen 
to be working on. I am sure—in fact, I know they ask other com- 
panies about their systems as well. This is the place you get it. 

Mr. Hésert. Have you supplied any Member of Congress with in- 
formation in connection with the lack of what you thought was the 
progress of the program ? 

Mr. Lanpuier. Several of them. 

Mr. Héperr. Made speeches ? 

Mr. Lanpuier. Oh, yes—no; I have made no speeches, but I have 
made—— 

Mr. Hésvert. You didn’t make the speeches, but I mean you sup- 
plied the material for them and pointed out what you considered these 
deficiencies ? 

Mr. Lanputer. No; not except in answer to a direct request from 
some committee member at the time of the hearing. 

Mr. Hésrrr. All right; at the time of the hearing, and not beyond 
the scope of the hearings? 

Mr. Lanputer. Not to my recollection; no. 

Mr. Héserr. Nobody 

Mr. Lanruter. Now, I want to make it clear, I know several Mem- 
bers of the Congress well, and I see them, and have for 10 or 12 years, 
and they know perfectly well what my position is. They knew it 
before 

Mr. Hévert. You do supply them with a little fuel for the fire, too, 
don’t you ? 

Mr. Lanputer. Only to the extent that I am what I am and say 
what I believe. 

Mr. Héserr. Well, of course. And that is very extensive. I just 
wanted—these are the areas that the committee is concerned, as you 
can well understand. 

Mr. Lanputer. Is this a reason for concern ? 

Mr. Hépserr. We are not saying it is wrong. We are not saying it 
isright. We just want to get out what is going on and put it on top of 
the table. 

Mr. Lanpnuier. I understand that, sir, and I do not believe whatever 
I am doing is wrong. 

Mr. Heéseerr. I don’t think you would do it if you thought it was 
wrong. I don’t think so. But, again, we are just trying to show where 
these influences come from, good or bad, whether they do exist, whether 
it is being attempted or whether it is not being attempted. That is all 
we are trying to find out. And that is why I particularly wanted to 
ask you about this specific area. Because I consider it one of the 
cleverest pieces of subtle propaganda I ever heard in my life. And I 
compliment you. 

Mr. Lanpnier. Thank you, sir. I am sure it had nothing to do with 
the Congress endorsement of what I was talking about. I think I 
could incidentally 

Mr. Heéperr. Yes, sir; it does. When these things get out back 
home 

Mr. Lanrnter. No; the argument for more missiles is effectively 
made by the great system of people over here in the Defense Depart- 
ment and the industry who developed it. 

Mr. Hésert. That is correct, sir. 
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Mr. Lanruier. And they are the ones that persuaded you. 

Mr. Hépserr. And there is where I want the arguments confined. 

Mr. Lanruter. This system is hard to get on 

Mr. Hépert. So the confidence of the American public will not be 
destroyed in this Government. And I am afraid that if these argu- 
ments, which are purely military and purely in the defense of the 
country, become barbershop arguments, or street-corner arguments, 
that the very underlying confidence in the Government will eventually 
be destroyed, if we have to have this bickering out in the open all the 
time. 

Mr. Lanruier. I 

Mr. Héserr. Where there are people who are not in a position to 
make decisions, you are filled with erroneous ideas of what the facts 
are, on either side. And that is the reason why I am very much con- 
cerned about it. Not only in your case, but in the case of many 
people—in the case of the Bomarc missile, where an advertisement 
was run in a local newspaper here. What could be done about that 
in that it was to influence Congress—it was to influence people, and 

ople influence Congress. 

Somebody has said, “I think the Congressman who didn’t fight 
for the defense plant in his district, whether it was wanted or not, is 
at home now.” He was defeated last time. But those are the things 
that are hazards of the occupation, the occupational hazards. And 
it takes a pretty courageous individual to stand up to a lot of this 
pressure. We can call pressure, as I say, whatever name we want to 
call it. But I think it is very helpful now to get your opinion on why 
this was done. ’ 

(Mr. Lanphier nods. ) 

Mr. Héperr. And I am very interested to know that you did not 











| supply any Members of Congress or the Senate with information 


except 

Mr. Lanpnrer. When they asked for it. 

Mr. Héverr. Except when they asked for it. 

Mr. Lanrnrier. That is right. 

Mr. Héperr. We all have our own opinions who asks for most 
of it. 

Mr. Lanputer. By virtue of my job and the things I am interested 
in, and the knowledge I have of how people have to conduct them- 
selves in this city, I deliberately do not volunteer such things to friends 
of mine who are in the Congress. The other way around. It is just 
a practical, tactical thing to do. 

Mr. Heénerr. Of course, it is a practical thing to do. It wouldn’t 
do any good—— 

Mr. Lanpnier. Exactly. 

Mr. Héperr. To get a friend on the District of Columbia Commit- 
tee and tell him all about missiles and everything. [Laughter.] But 
a member of this committee probably could have a little weight, 
maybe. 

Mr. Lanpnier. I would be glad to tell him anything he asked me. 

Mr. Heénerr. If the chairman of the full committee would allow 
himto. [Laughter.] But those are the practical things. 

Now, as I repeat and go back in talking to Mr. Pace, in connection 





with the statistics which we developed and which we developed in all 
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companies, the statistics are not to be taken as too misleading be- 
cause the real area, the real problem is not in the lower echelons or the 
technicians 

Mr. Pace. It is on the higher. 

Mr. Heéserr. But it is on that higher level, where you get, for in- 
stance—well, a Chief of Naval Operations who gets $25,000 to attend 
six board meetings a year, and things of that nature, which are 
things that are causing people to raise their eyebrows and, I think, 
justly so. There may not be anything wrong, and the individuals I just 
mentioned are the most patriotic people 1 know. Still, people raise 
their eyes. 

General McNarney, when he was on the stand, I asked him, “Didn't 
you think it was suspect?” and he said, “No.” I said, “Why not?” 
and he said, “Because of my reputation.” I said, “It is refreshing and 
naive. 

These are the things that are concerning the people. 

Mr. Natsu. Mr. Chairman, would you like to know what these 
other six generals and admirals are doing ? 

Mr. Heserr. Yes. Mr. Courtney was going to get to that if I had 
allowed him a little more time. 

Mr. Natsu. Very quickly. I am just going down the list alpha- 
betically. 

Mr. Héserr. Name the generals and admirals and what they are 
doing and what their salaries are. 

Mr. Natsu. Going down the list, the first one I have is a rear ad- 
miral, who is a material liaison man. I would judge this man is paid 
between $600 and $700. This is the man who acts as the go-between 
man between the storeroom and the fellow who uses the material. He 
isa material liaison man. 

The next one I have is a rear admiral. He is a logistics support 
representative. That means he is one of the men who goes down to 
Canaveral or goes up to one of the bases and acts as Convair’s man 
to see that our material gets to the using force. This is a very minor 
job. I mean again this would probably be less than the $700. 

The last one I have—the next one I have is a rear admiral who is 
a service manager, pure and simple. He is a board working engineer— 
on a drafting board. He is a board working engineer. 

The next one I have is a rear admiral who is an engineering ad- 
ministrative assistant. In other words, he is an assistant to some su- 
pervisor in engineering. 

The next one I have is a rear admiral. He is a budget analyst, 
again, a job that pays certainly not in excess of $800 a month. We 
have probably 200 or 300 budget analysts to set up our various budgets 
throughout the company. 

The next one I have—and, incidentally, this is the one of the 168 
ex-officers I have who is in a position where he runs more than 5 or 
10 men, and that is retired Admiral Horn. He is the vice president 
and general manager of the Pomona division, where he has the auton- 
omous handling of a complete division. 

An interesting thing about his background. He is, as counsel re- 
ferred to, a tombstone admiral. He is actually a captain on retire- 
ment, and by a strange coincidence he not only was never in procure- 
ment, he never worked in his entire 30 years in the Navy in any bureau, 
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He was a line officer on board ship throughout his entire period. When 
he left the Navy he didn’t come with me. He became Administrator 
of the CAA because he is an electronics specialist. He was Admiral 


_ Halsey’s chief officer for electronics in the Pacific. 


So he came to us with a very specific technical background in elec- 
tronics, and this is an electronics division. But he never even was 
in one of the bureaus. And that is the only one of these 169 who 
has a position of any responsibility actively today with Convair. 

The next one I have is a rear admiral, and he is a flight test engi- 
neer. In other words, he goes out and arranges—he is a flier. He is 
a flight test engineer. He goes up and flies and comes down with the 
information. 

The next one I have is a brigadier general—is a major general, and 
he, like that first one I spoke about, is a logistic support representa- 
tive. He is one of maybe 150 fellows down at Canaveral or up at 
Vandenberg who is up there to help teach the servicemen how to op- 
erate the missile. He is not even a supervisor. He is a numbered— 
a badge man, as we could say. He reports to a boss. He is not even 
astrawboss in this sense. 

The next one, or the last two I have, is a brigadier marine general 
who isa program analyst. Again, this is one of about 50 people who 
works on about the fifth tier of my organization, analyzing our pro- 
grams to see that the tooling is ready in time, and that the factory is 
ready in time, and the material comes in in time. 

The last one I have is a contract analyst. The reason why I spe- 
cifically asked what he did is that of the 169 I couldn’t find any, mind 
you, who were in the procurement end of my company as far as the 
Government is concerned. This fellow with the title of contract 
analyst—you might say, “Well, now, this may be a questionable case; 
maybe he goes in and negotiates the contracts.” So I asked specifi- 
cally that they give me an analysis of his job. As it is only about 
two lines I will read it to you. I will read it to you if I can find it. 
It says here—I won't mention his name— 

He participates in the disposition of Government property. Working with the 
materiel department, he determines what is to be disposed of and in which 
manner it should be disposed. 

In other words, the old tools we don’t use. 


He prepares letters to the plant clearance officer for disposition of used equip- 
nent, materials, and so forth, which are obsolete. Previous military experience 
is incidental to the above task, and the employment, for instance, has no signa- 
ture or authority whatsoever. Contracts are not made with previous acquaint- 
ance with the service. 

In other words, he has a job down there, a rather detailed clerical 
job, in effect, which is to work with the local people on what we do 
with the Government property that is no longer of any use to us. 
And he doesn’t even have signing authority to make any decision. 

I think that is the end of the admirals and generals. 

Oh, I have two more. I have a rear admiral who is a reliability 
engineer, a straight working engineer. 

I have another rear admiral who is an engineer service group super- 
visor. That means he probably has 20 engineers under him, and again 
ie is in the detail business of providing engineering for all weapons. 
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Mr. Hésert. Well, in the overall picture, do you have any admirals 
or generals in a position to contact the Department of Defense in the 
interests of Convair ? 


Mr. Natsu. We only have one, and this is the man I referred to, | 


who, remember, is the vice president and general manager of one of 
the six plants of Convair, the one in Pomona, Calif. As the resident 
senior executive officer of Convair, obviously, he is the host to many 
of our own group who have visited there. He is the operating head 
of that entire division. In that respect, obviously, he meets all of 
the visiting brass and all of the others. But he is the man, remember, 
I recall 

Mr. Hépert. He does no procurement ? 

Mr. Natsu. No;notassuch. He isthe head of that division. 

ate, Norsiapb. He talks to people in the Department of Defense back 
here 

Mr. Natsu. Of course, he does. 

Mr. Norsiap. He comes to Washington and talks to people in the 
Air Force and the Navy, and all that? 

Mr. Natsu. That is correct, sir. 

Mr. Norsiap. And McNarney does the same thing? 

Mr. Natsu. McNarney, of course—General McNarney is retired. 
But I want to tell you—— 

Mr. Norsiap. He said in his own statement: 

I had innumerable technical and administrative discussions with probably aul 
high-ranking military and civilian officers concerning the strategic air defense 
and logistics matters. 


That is in McNarney’s statement right here. 
Mr. Natsu. He was president of the company. | 
Mr. Norsxiap. And the other man says in his own statement he 





comes back to Washington and talks to people in the military de- 


partment. 

Mr. Natsu. Yes. The only thing is to make the erroneous inter- 
pretation that talking to them is a function of selling. This is 4 
part of his job. 

Mr. Norsuap. I am interpreting nothing. I am just reading their 
statements to you. 

Mr. Natsu. I just, for safety’s sake, was putting in that extra 
statement. I think it is interesting to know—and I can cite this 
from personal experience because I was the executive vice president 
and chief of operations under General McNarney’s regime of 5 years. 

It is an interesting thing that General McNarney personally ex- 
tended the law from the 2 years to the 6 years, and in the 6 years that 
he was in as president and I was executive vice president it became 
almost a matter of annoyance to me because I would be somewhere 
outside of the city and there would be a simple document to sign, and 
it would be important that it be signed this day. And I would prob- 
ably be in New York and not at home. And I have on several occa- 
sions phoned him and said, “Say, General, will you please sign that 
document?” He would say, “No; I will not.” I would say, “Look, 
in the first place, I assure you from a legal viewpoint it is perfectly 
all right. You have been 6 years out of service. This is not a tech: 
nical problem in law as to whether you have or have not the right to 
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sign.” But, with the persistence and perhaps even stubbornness, he 
never once signed the document. 

And I say this with great sincerity because I have a very, very 
high estimate of General McNarney. Anybody in the entire Defense 
Department ever went over backward not to sell, it was Gen. Joseph 
McNarney. 

Mr. Hépert. Do you have any questions? 

Mr. Norsuap. No. 

Mr. Héperr. Mr. Pace, may I ask you one other question ? 

Mr. Pace. Yes, Mr. Chairman. 

Mr. Hésert. Does Convair or General Electric have a hospitality 
booth at the Hotel Sheraton-Park ?¢ 

Mr. Pacs. General Dynamics. 

Mr. Hépert. General Dynamics. I get all confused with the “Gen- 
erals.” 

Mr. Pace. I think you might answer that, Jack. 

Mr. Natsu. I am sorr 

Mr. Pace. He asked you if you have a hospitality suite. 

Mr. Héserr. Do you have a hospitality suite in the Sheraton-Park 
this week ¢ 

Mr. Natsu. I expected you would ask that question. I was not 
there, myself, but I did inquire last night. We did have a suite, a 
small two-room suite in the hotel, in which the Army exhibited. Be- 
cause some of our weapons, notably the Red Eye, which was just 
publicly announced, as you know, the day before yesterday as a new 
weapon for the Army—since it is on display down in the main lobby, 
we did have a suite. But I am afraid you would have to delete the 
adjective “hospitality,” because there was no liquor served. 

Mr. Héperr. You mean 

Mr. Lanpuier. It is a display. 

Mr. Héperr. How about a little iced tea or a little coffee, or a 
little fellowship? [Laughter. ] 

Mr. Natsu. There was nothing. 

Mr. Lanrnier. Just a display. 

Mr. Pace. Merely a display. 

Mr. Natsu. There was no hospitality. 

Mr. Hénerr. You are not entertaining the Army Association ? 

Mr. Natsu. Well, at least some libation is considered as an essential 
for entertainment, I would say very categorically we did not. 

Mr. Héserr. Well, are you entertaining the Army Association at 
a dinner or party or open house ? 

Mr. Natsu. I don’t believe weare. I frankly 

Mr. Lanpurer. I can answer that, because it is in my ball park. 
The answer is “No, sir.” 

Mr. Hépert. Do you intend to do it 

Mr. Lanputer. No, sir. 

Mr. Hérnerr. When the Air Force meets in Miami? 

Mr. Lanrpuier. We will do something; yes. 

Mr. Héperr. You will doa lot, won’t you? 

Mr. Lanruier. We have in the past years done different things. 
Some years—when we have something—like last year at Dallas, the 
Atlas was entered by the Air Force. They unveiled the Atlas in the 
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middle of Dallas. We did entertain them, yes. The year before, no, 
to any degree. 

Mr. Heszert. That is for good public relations. 

Mr. Lanruter. I believe so. 

Mr. Natsu. That is right. And it was so designated as public rela- 
tions money and not submitted for reimbursement. 

Mr. Heésert. It is out of profits and not out of contracts. 

Mr. Natsu. Exactly. 

Mr. Hésert. Allright. Thank you, gentlemen, very much for your 
appearance this morning. 

Mr. Pace. Mr. Chairman, may I say-— 

Mr. Hé&perr. Yes, Mr. Pace. 

Mr. Pace. I have enjoyed the privilege of appearing here. I have 
appeared many times for a man my age before committees. I have 
never enjoyed an appearance more. I mean it. 

Mr. Héserr. Thank you very much. 

The committee will stand in recess until 2 o’clock this afternoon, at 
which time we will hear from the Ryan people. 

(Whereupon, at 12:10 p.m., the subcommittee recessed until 2 p.m, 
of the same day.) 

AFTERNOON SESSION 


Mr. Hésert. The committee will be in order. 

Mr. Courtney. Mr. Chairman 

Mr. Héserr. Mr. Courtney, in connection with the appearance of 
Convair this morning, the questionnaire submitted by Convair, all re- 
tired officers as I understand, submitted by Convair, have submitted 
their questionnaires ¢ 

Mr. Courtney. That is correct. 

Mr. Héserr. Did Mr. Pace submit his questionnaire, from Convair? 

Mr. Courtney. Mr. Pace’s questionnaire has not been returned. I 
think it was submitted. I would like to check the record on that. 

Of course he is, as you know, the chairman of the board of General 
Dynamics, which is the parent holding company. 

We, have much information on that organization. But I am not 
satisfied that the questionnaire has been answered. 

Mr. Heéperr. Well, will you please ascertain whether it has been 
answered. If not, at this point put it in the record. 

(Mr. Courtney nods. ) 

Mr. Hépert. Has Mr. Lanphier answered ¢ 

Mr. Courtney. Mr. Lanphier responded to his questionnaire, Mr. 
Chairman. We have not in the discussion this morning included any 
of the civilian personnel. That is a separate category. 

Mr. Lanphier’s questionnaire, however, was answered as a part of 
that undertaking, and since he was a witness here this morning I would 
request 

Mr. Héperr. In order to expedite the hearings, and as far as the 
continuity, put Mr. Lanphier’s questionnaire in the record at this 
point. 

Mr. Courrney. At this point. I hand the answers to the question- 
naire to the reporter at this point. 
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(The questionnaire is as follows :) 
[ENncLosurE No, 3] 


QUESTIONNAIRE To BE ACCOMPLISHED BY FORMER FEDERAL CIVILIAN PERSONNEL 


To Subcommittee for Special Investigations, Committee on Armed Services; 
U.S. House of Representatives, House Office Building, Washington, D.C. 

1. Name: Thomas George Lanphier, Jr. 

2. Mailing address: Convair General Offices, Post Office Box 1950, San Diego, 
Calif. 

3. By whom are you employed, retained or consulted? Convair Division of 
General Dynamics Corp. 

4. What was your Federal service in either executive or legislative branches 
and when terminated? 1941-45: Officer, USAF Reserve; 1949-50: Special 
consultant to Secretary of the Air Force, Washington, D.C. (4-5 months) ; 
1950-51: Special assistant to the chairman, National Security Resources Board. 

5. When were you employed, consulted or retained in or by private industry? 
1945-49: Managing editor, Idaho Daily Statesman, Boise, Idaho. 

Month, April; year 1951 to present: Assistant to president, then vice president 
and assistant to president, Convair Division of General Dynamics Corp. 

6. By what company, organization or person are you now employed, retained 
or consulted in any capacity? Convair Division of General Dynamics Corp.: 
Vice president and assistant to the president. 

7. By what companies, organizations, or persons have you been employed, 
retained, consulted, or associated in any capacity? 1945-49: Managing editor, 
Idaho Daily Statesman, Boise Idaho. 1951—present: Convair Division of General 
Dynamics Corp. 

8. What compensation or remuneration, direct or indirect, in money or any- 
thing of value, are you receiving or have you received for the service performed? 
Salary $42,250 per annum, plus bonus which varies from year to year. For 
example, last year it was $21,900. Also, stock option and contingent future 
consultant’s agreement. 

9. What is the title of present position, if any? Vice president and assistant 
to the president, Convair Division of General Dynamics Corp. 

10. Give a precise and complete statement of the work performed, services 
rendered, and your business address, if different from that of the company. 
Iam employed by no other organization. 

11. State whether you have solicited or participated in any discussions, oral 
or written, concerning sale, use, adaptation, modification, improvement, suit- 
ability, development or research of any article, plan, process, or program with 
any officer or employee of the Department of Defense at any time on behalf of 
any company, organization, or yourself. Yes. 

12. If your answer to the foregoing question 11 is “Yes,” state the subject 
of such discussions, conversations, or writings, identify the persons with whom 
the exchanges took place or the circumstances under which they occurred. See 
answer to question No. 15. 

13. Was any Defense Department contract awarded or committed after any 
of these discussions? Yes. 

14. What contracts, to your knowledge, does the company or organization em- 
ploying, retaining, or consulting you hold with any branch of the Department of 
Defense? In reply to this question reference is made to the complete listing of 
contracts submitted by General Dynamics Corp. to this committee, which lists 
are herewith incorporated by reference. 

15. State precisely what duties you perform or work or service you render 
with respect to any Department of Defense contracts. For the first 6 years of 
my employment with Convair, I was responsible for the organization and opera- 
tion of its long-range product planning function. In this capacity I was respon- 
sible for maintaining an assessment of our technical capabilities and our facili- 
ties for accomplishing work we already had in process and for collating the 
availability of these capabilities and facilities for future enterprises. More 
recently, over the past 2 years, I have been responsible to the president of the 
Convair Division of General Dynamics and for liaison activities between the 
several divisions of Corvair and its military and other Government agencies, 
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such as NASA, FAA, and AEC, with which Convair holds contracts. I am also 
responsible for the public relations and advertising programs of the Convair 
Division of General Dynamics. In execution of my responsibilities associated 
with our Federal employers, it is the practice of my office to contact civilian and 
military representatives of the several military services and Federal agencies 
at all levels and on any and all of our contracts with those services and agencies, 

My contacts are either made personally or through company representatives 
reporting to me from Washington, Dayton, Colorado Springs, Omaha, and San 
Antonio. These contacts, which number in the hundreds per week, are primarily 
for the purpose of reporting on the progress of contracts already held, or for 
proposing variations on those contracts, or for suggesting new ideas for improved 
defense in the form of parts or all of new weapon systems. 

16. Name Government officers, employees, or representatives with whom you 
consult, confer, or discuss any matters in relation to the performance of any 
of the above-mentioned contracts, giving location of Defense Department per- 
sonnel. 

As indicated by my answer to question No. 15, the individuals whom I contact 
are far too numerous to list individually. I therefore state that I have from 
time to time contacted officials and personnel of all Defense Departments from 
the Secretariat down. 

I certify the foregoing answers to be true. 

/s/ T. LANPHIER. 

Date: July 23, 1959. 

Upon completion and signature, enclose in franked envelope and return to 
subcommittee. 

Mr. Héserr. Your next witness, Mr. Courtney. 

Mr. Courtney. Mr. Chairman, we have the Ryan Aeronautical Co, 
of San Diego, Calif. Mr. Ryan, the president, is listed as a witness, 
but is not here. The response is to be made by those officers of the 
company most conversant with the subject. 

Mr. Héserr. These officers are authorized to speak for the company 
president ? 

Admiral Genres. Yes, sir. 

Mr. Fontarne. Yes, sir. 

Mr. Hépert. The Chair is to understand—the committee is to under- 
stand that any answers you might give are given in lieu of the appear- 
ance of the president, and he is responsible for your answers? 

Admiral Genres. Yes, sir. 

Mr. Héserr. Will you gentlemen rise and identify yourselves. 

Mr. Courtney. First identify yourselves, one by one. 

Mr. Fontatne. Hugh Fontaine, corporate controller of the Ryan 
Aeronautical Co. 

Admiral Genres. I am Leslie Gehres, the manager of personnel and 
security for the Ryan Aeronautical Co. 

Mr. Courtney. And you—— 

Mr. Wacner. William Wagner, director of public and employee 
relations for the Ryan Aeronautical Co. 

Mr. Hérerr. Will you gentlemen take the oath, please ? 

You and each of you do solemnly swear that the testimony you will 
give before this subcommittee in the matters now under consideration 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Admiral Genres. I do. 

Mr. Fontarne. I do. 

Mr. Wacner. I do. 

Mr. Hésert. Have a seat, please. 
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Mr. Courtney. Admiral Gehres, I guess you are to be the principal 


witness. Admiral Gehres has a prepared statement, Mr. Chairman, 


which we would ask that he read, under the rules, without interrup- 
tion. 
If you would like to proceed now, Admiral Gehres. 


TESTIMONY OF ADM. LESLIE GEHRES, MANAGER OF PERSONNEL 
AND SECURITY, AND WILLIAM WAGNER, DIRECTOR OF PUBLIC 
RELATIONS, RYAN AERONAUTICAL CO. 


Admiral Genres. Thank you. Mr. Chairman and members of the 
committee, we are here in response to your invitation. And I would 
like to add here that we appreciate and are complimented by being 
invited to come here. 

I have identified myself as the manager of personnel and security 
for our company. 

And in that capacity, I have knowledge, intimate knowledge of the 
company’s personnel policies, our hiring policies and how we place 
our people, including our retired people—retired service people. 

No cororate officer, no division director, of the Ryan Aeronautical 
Co. is a retired military officer. Retired officers are not found in the 
organization until the fourth level of management from the top, and 
usually in an advisory or technical capacity. 

No one person in any company obtains a contract for that company. 
No one person in Government awards the contracts for the snilitasy 
ervices. It is a company’s total capability—its concepts of ideas, 
design, research, fers, tome ey production facilities, service follow- 
through—which makes it possible to obtain military contracts and 
then, in most cases, only after rigorous design competition. 

We believe we have a responsibility to the U.S. Government to 
utilize to the utmost our total capabilities to develop the finest and most 
reliable equipment possible—equipment most adaptable and suitable 
toour modern and complex military requirements. 

To fulfill this responsibility we, like other defense contractors, must 
have people who know and understand the military services’ current 
and future needs. Retired military officers are the best equipped by 
experience and training to assist us in long-range planning and to 
help our scientists and engineers to know what to design. 

It is for such reasons, not the negotiation of contracts, for which 
industry employs retired officers. I can unequivocally state that the 
retired officers employed by the Ryan Aeronautical Co. have been 
employed for their technical competence in the fields in which our 
company does business. Their knowledge of our country’s defense 
needs, and the technical requirements of the various armed services to 
meet those needs have been utilized by the company to better fulfill 
its obligations to the Government and to the armed services. 

This is the nature of the work done for Ryan by dedicated, retired 
nilitary officers. It is their assignment to keep abreast of the chang- 
ing concepts of warfare and the military requirements which our 
company might have the capability of providing. We need men able 
to supplement the purely technical capability of our engineers with 
aknowledge of operational requirements. 
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Let me illustrate: As a Navy pilot with 26 years’ flying experience, 
I found that on more than one occasion aeronautical engineers could 
design and build an aeroplane which could fly very well, and yet when 
subjected to actual field or aircraft carrier service tests was not wholl 
suitable for its mission, or had design deficiencies which made it 
unsuitable. Their trouble was lack of military operating experience 
in their organization to guide their technical talent. 

San Diego is a residence center for retired officers. They form an 
appreciable proportion of the more highly educated and competent 
members of the community. They possess management, administra- 
tive and technical skills of a high order and any company would be 
shortsighted indeed, were it not to take advantage of the availability 
of such men for employment. 

In response to your committee’s request, Ryan identified a total 
of 63 retired officers above the grade of lieutenant in the Navy and 
captain in the other services in our employ in any capacity. Of these, 
51 have Navy backgrounds—because San Diego is a Navy town. 
These 63 former officers are employed in a wide variety of jobs. 
Thirty-nine are in salaried positions; 24 in hourly-rated jobs. Only 
seven are general or flag officers and of these only two are engaged in 
weapon systems planning and one of these is only a part-time 
consultant. 

These men have no role in the selling, contracting or negotiating of 
business with the Government. Some few of them, because of special- 
ized backgrounds, provide the company with the long-range-planning 
type of operational information of which I have already spoken. 
Thus the education, training and experience of these capable special- 
ists have continued to be of service and value to the Government after 
their retirement. 

I have personally interviewed—and have hired—a number of the 
retired officers now in our employ. In virtually all cases these of- 
ficers have sought employment with Ryan—we have not. solicited 
former officers to come to work for us. These officers selected for em- 
ployment because of their technical and operational backgrounds 
have in every case, so far as my personal knowledge is concerned, 
made it clear to us at the time of initial interview, and again upon 
formal employment, that they could not engage in any selling ac- 
tivity—only provide us technical skill, operational knowledge and 
long-range planning capability. 

I am a fair and typical example. I retired from the US. 
Navy in the rank of rear admiral at my own request in 1949 after 
32 years’ continuous service which commenced as an enlisted man in 
1917. I am not a Naval Academy graduate, for your information. 
I was serving in the rank of captain at the time of retirement. Hav- 
ing attained the rank of commodore during World War IT and been 
awarded a Navy Cross, I was promoted to rear admiral on retire- 
ment. I draw retired pay based on the active duty pay of a com- 
modore with 30 years’ service. This amount now is $769 per month, 
minus a few pennies. 

After retirement, I was employed by the San Diego Employers 
Association. In 1950, I was a candidate for Congress from San 
Diego County and subsequent to the November general election, which 
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I did not win, I was engaged in a nonprofit educational activity and 
a variety of civic affairs. 

At the end of 1953, I was invited to join the Ryan Aeronautical 
Co. as manager of the personnel and security department. I went on 
the company’s payroll on January 25, 1954, 4 years and 9 months 
after my retirement from the Navy. I was hired not because of my 
Navy background but because the company felt I had demonstrated 
organizational and management capalililies for which they had need 
at that time. 

My starting salary was $9,600 per year. After 514 years I now re- 
ceive $14,400 per year. The point I make is this: This makes me the 
highest paid retired military officer now employed by Ryan. 

I have no business relations whatsoever with military or civilian 
personnel of the Department of Defense except in the administration 
of the Government’s Industrial Security program as it applies to 
the Ryan Aeronautical Co. It is in this respect that my service back- 
ground has proved of particular value to the company as it gave me an 
understanding of the necessity for the Government’s Industrial Se- 
curity programs, and a knowledge of Government procedures in this 
field. This has benefited not only my employer but also has been a 

sitive benefit to the Government in that the security programs at 

yan have been substantially improved, are properly enforced, and 
have met with the approval of the Department of Defense and Atomic 
Energy Commission officials with whom we deal in this respect. 

Now this is the philosophy of my company. We hire people because 
they have capabilities to do jobs that we have to have done. 

And I would like to add this observation. In my opinion, no active 
duty officer in his right mind would jeopardize his reputation and 
career by allowing former association and present friendship with 
retired officers to influence his performance of duty. For instance— 
there are still on active duty many naval officers who at one time or 
another served under my command or were closely associated with 
me. Many of them have attained high rank and very responsible 
positions in the naval organization. 

At no time have I ever approached or contacted these officers in 
connection with any aspect of the company’s business. I know that 
the surest way to prejudice my employer’s business relationships with 
the Navy Department would be to attempt to use old associations to 
influence them to the company’s advantage. Two such former ship- 
mates were Chief of the Bureau of Aeronautics and Deputy Chief of 
Naval Operations for Air at a time when Ryan was presenting its 
Vertijet interceptor concept for the Navy’s evaluation. 

Had I attempted to “influence” them—or any others—I know that I 
would have been rebuffed, and thus placed valued friends in a most 
embarrassing position. 

Gentlemen, that ends the statement, and Mr. Fontaine, whom I 
introduced, corporate controller, is here prepared to answer any ques- 
tions you have pertaining to fiscal and contract matters. The staff 
work done in response to your Committee’s inquiries of our company 
was prepared under the direction of Mr. Wagner, who is here as a 
consultant and to assist us in giving you any detailed information you 
may require of us. 
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And I would like to end this by saying that on behalf of Mr. Ryan, 
the founder and president of the Ryan Aeronautical Co., we thank you | 


I 
thes 
for this opportunity to appear here. We appreciate it. And we are M 


at your service. . tad 
Mr. Herrr. You did better than going to Congress, did you not}, ™@ 


Admiral Genres. Sir? A 


Mr. Hesert. You have done better than if you had gone to Con- pees 
s. 
Admiral Geures. I think we had a better man from our town in , ™ 


Bob Wilson, than you would have had had I won it. [Laughter,] | Adn 
Mr. Hézerr. Mr. Courtney. 
Mr. Courtney. I want to thank you for your very comprehensive | A 

statement, which you were kind enough to prepare so that we might M 

organize the material to be considered by the subcommittee in its "Ag 

evaluation of this subject now under inquiry. = 

I may say to you very frankly—and I think the record should re- M. 
flect. it—the committee’s interest in calling Ryan was to introduce | 
into the record the proven facts of a competitor in the same market, 

having largely access to retired naval personnel who usually hiber- M. 

nate in and around San Diego—a competitor in the same market for |.“ 

the same services which have been under consideration, both as to M 

numbers and as to salary grades and as to duties. ; 
Now you have answered the question with respect to the procure- Ww 

ment matters, which leaves no further questions to be asked on that | 


i) 

> 
o 
So 


subject. re 
I would, however, to verify with you and your staff for the record— °* © 
it seems to be a little different in numbers. — 
Mr. Kvuun. That is only because we have not had a complete re- Mi 
sponse from the officers at this point. Our figures are somewhat less oe 
than the totals he gave. | , Ne 
Mr. Courtney. But I think you will recognize, as the figures are nee 


disclosed, that the figures are representative, if not complete in every Mr 





detail. 
(Admiral Gehres nods.) We 
Mr. Courtney. Now the record shows, Mr. Chairman, that the ‘ei 
Ryan Aeronautical Corp., which is one of the older names of the busi- They 
ness and a substantial subcontractor, among other things estab 
Admiral Genres. It is about 70 percent of our business. the te 
Mr. Courtney. About 70 percent of the business—a substantial Of 
subcontractor and a prime contractor for about 30 percent of its N° 
business. ty 


(Admiral Gehres nods.) 
Mr. Courtney. Competing in the same market, has in its employ— w Ne 
and verify these figures with me. — 


(Admiral Gehres nods.) as tec 
Mr. Courtney. One vice admiral, five rear admirals, one brigadier Mr 
general, one Navy captain, and one colonel—I am sorry, three colonels emple 
four lieutenant colonels, eight commanders, three majors and nineteen 
lieutenant commanders. We have a response from 45 of the 63 ti Mr 
whom you referred. Mr 
(Admiral Gehres nods.) Mr 
Mr. Courtney. In total. Mr 
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I will ask you to verify with me the nature of the employment of 
these individuals. 


(Admiral Gehres nods.) 

Mr. Courtney. And with no intention to make any reference to 
individuals, the salary grades that are common to these duties. 

Admiral Genres. Mr. Wagner has the salaries of all these people 
here available. And if it meets with your approval, he will respond 
to those questions. 

Mr. Courtney. Well, we are not interested in the individual salary, 
Admiral Gehres, at this point, of people who are outside of the execu- 


tive field. We are interested in the general employability and salaries 
| attainable by this group of retired personnel. 


Admiral Geures. Yes. 

Mr. Courtney. That was the purpose of asking the question. 

As we go through here, Mr.—— 

Admiral Genres. Wagner. 

Mr. Courtney. Wagner, will you verify with me: Of the responses 
we have received, nine of these are employed in administrative capaci- 
ties ¢ 
" a Wacner. That is approximately correct. We do not have them 
isted. 

Mr. Courtney. As such? 

Mr. WaeGner. By that. 

We have the job titles of each individual retired officer. And I 
have the salary, present salary or present hourly rate, as the case may 
be, of each individual. I would have to trace them by individual 
names, perhaps, to give you the information. 

Mr. Courtney. Perhaps we can dothat. We are just trying to find 
out what the scope of this subject is as it comes off the Ryan books. 

Now we have 20 listed and identifiable as definitely technical posi- 
tions. This of course is the admission of the 

Mr. Waener. I think there are more than that, sir. 

Mr. Courtney. Of the response. 

We have 16 which under the answers given in the questionnaire by 
the individual are not clearly identifiable in any one of the two groups. 





_ They are definitely in the procurement personnal. This is quite well 


established. But they may be possibly more desirably included under 
the technical personnel. 

Of these, there are 16. 

Now will you verify me this figure? Of the personnel of 45, whom 
we have identified, 34 voluntarily retired, 10 were involuntarily retired, 
and 4 were disabled. The average retired pay of these personnel 
seems to be $438. 

Now of the 23 who appear to be employed in what I would identify 
as technical or other work not identified with procurement 

Mr. Courrney. I am sorry. I misread the figure. The 16 are the 
employees who are on an hourly rate. 

Admiral Genres. There is a total of 24. 

Mr. Wacner. Twenty-four. 

Mr. Kuun. This is based on 45. This is yours, based on 68. 

Mr. Wacner. We understand that. 

Mr. Courtney. The more recent figure will bring this number up 
o—— 

















540 RETIRED PERSONNEL IN DEFENSE INDUSTRY 





Admiral Genres. Twenty-four on an hourly rate, of a total of 63. M 
Mr. Wacner. That is correct. TA 
Mr. Courtney. This you would describe “blue collar” ? tire 
Admiral Genres. That is correct. - 
We even have a lieutenant colonel out of the U.S. Army | “om 
who is an aircraft assembler on our assembly line. And six of those man 
lieutenant commanders are in our guard force, as are two of the re- pace 
tired Marine majors. og 
Mr. Courrney. Now in our characterization of their employment, sn 
we would call that “miscellaneous,” for want of a better description. | act 
Admiral Grures. That is right. “Blue collar” is the common term beac 
for it. They are all blue collar workers. bilit 
Mr. Courtney. Yes. ~ 
Now, then, verify this, will you, with the additions that you will r M 


make later. San 
The average pay of this grouping seems to be $619 a month. ‘Ac 


Admiral Grnres. That would be—we have not figured it out that yy, 
way, but that would be close to it. Because if you took them from the 4, 
top, where I am, down to the man who is making $2.74 on the line Mi 
straight time, it would come out somewhere at that. 

Mr. Courtney. Somewhere around that. We have included your “| 
figures, Admiral, so we would not louse up the figures and we would jy, 
get an accurate pay scale. ad « 

This corresponds—since you were in the room this morning, youcan “4 4 
say this corresponds pretty accurately with the figures that were 4p, 


developed from the Convair? sino 
Admiral Genres. Well, we have comparable wage and salary scales... 
within our industry in our area. aye 
Mr. Courtney. Yes. Mr 
Admiral Genres. We strive to keep our pay scales comparable for, 5¢;),, 
comparable jobs. Ad. 
Mr. Courtney. Well, you would have to do that in the competitive) 44, 
market. | ures c 


Admiral Genres. Yes; that is right. The 
Mr. Courrney. But nevertheless the bulk of these reporting appear 4;. ,, 
to fall into this general salary bracket. with’? 
Admiral Genres. That is right. di 
Mr. Courrney. And would you say it is your experience in employ- jy, 
ment that this is fairly representative of the average earnings which },,. 
2 retired officer may seek or hope to obtain ? compi 
Admiral Genres. My advice to them, sir, when they come to me— tion 
and many of them do, if you can get a civilian job at $700, forge jt troy, 
that $1,000 target; because that is about the average in San Diego— ¢), .,, 
$700 to $800 is a good pay for a retired military officer the San Diego — gyp, 


_- ‘ The d 
Mr. Wacner. I think—may I amplify that ? people 
I think that would be true of people retiring from the position of © yf,. 
general or that stature. Because many of the lower ranked officers ar i 
being employed in positions of the $500 to $600 category. I think the yy, , 
record should show that. el 
Admiral Genres. Yes. thile | 
Mr. Waener. $700 is not typical, or the average. Mr. 


Mr. Courtney. I did not suggest it was. The median seems to be 
about $600, as you pointed out. I have not read that figure. 44 
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Mr. Waener. Yes. 

Admiral Genres. You see, Mr. Courtney, these ranks are the re- 
tired ranks of these people. And many of these lieutenant com- 

_manders are former warrant and chief warrant officers who attained 

the grade of lieutenant on active service—possibly lieutenant com- 
mander—and then were retired in that grade. Now they are in many 
cases Skilled craftsmen. They have a basic trade. They are machin- 
ists and things like that. And when they come into the market look- 
ing for employment in industry, they go back to that trade because 
that is all they have to sell us for the most part. Then you go up a 
bracket and you get into the engineers—men with engineering capa- 
bilities or experience. And they will be in the salary bracket at any- 
where from a starting salary of $600 maybe up to $750 a month. 

Mr. Courrnry. And this is your experience over a long period in 
San Diego; is it ? 

Admiral Genres. Yes, sir. 

Mr. Courtney. With the employment of retired military ? 

Admiral Grures. Yes, sir. 

Mr. Courrnry. And I presume you could as a businessman char- 
acterize that as the general average in the community ? 

Admiral Genres. Yes, sir. 

Mr. Courtney. There are other defense contractors beside Convair 
and yourself in the San Diego area / 

Admiral Grures. Yes. 

Mr. Courtney. But are you able to advise the committee whether 
or not this figure and this range of figures and employment of retired 
personnel will be substantially the same as your own experience ? 

Admiral Genres. That is my belief, sir, based on my experience. 

Mr. Courtney. Then you consider this wholly representative, then, 

of the San Diego area ¢ 

Admiral Genres. Yes, sir. 

Mr. Courtney. Mr. Chairman, I would like to introduce these fig- 

ures completely into the record. 

The balance of the figures are $650 for the median in industry at 
this point and $600 for the most frequent pay scale. This corresponds 
with Mr. Fontaine’s figures—or Mr. Wagner’s figures. 

Admiral Grnres. Mr. Wagner. 

Mr. Courtney. I am sorry. 

Mr. Waaner. In general, Mr. Courtney, your figures are accurately 
compiled by your staff. We did not, of course, compile our informa- 
tion from the questionnaires which you have. So we can only compile 
it from our records, and our records we did not necessarily compile in 
the same manner that you have compiled yours. 

Substantially, the information that you have transmitted is correct. 
The difference is of course that we are operating with a total of 63 
people, 24 hourly and 39 salaried. 

Mr. Courtney. Weare short 18 in all. 

Mr. Waener. That is right. 

Mr. Courrney. In your figures. 

Now, Mr. Wagner, do you have some figures which you compiled, 
while listening to this testimony, which would be of interest ? 

Mr. Waaner. Yes. 
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Mr. Courtney. In the categories to which we are addressing our- 





selves? 0 
Mr. Waener. I would like to enter this information for your ia 

guidance. th 
With 24 hourly people, I would like to identify the ranks. This may | {'° | 

be of interest. tl 


There are 2 majors, 15 lieutenant commanders, 2 commanders, 3 
lieutenant colonels, and 2 colonels. These men are in hourly rated | on 
positions. 8 t] 

There are 39 retired officers in salaried positions, 1 major, 19 lieu- ed 
tenant commanders, 8 commanders, 1 lieutenant colonel, 2 colonels, lad 
1 captain, 5 rear admirals, 1 brigadier general, and 1 vice admiral. = 

And further, for the record, it might be useful to break this down es 
by the services from which these officers came. M, 

There are 2 Air Force officers, 4 U.S. Army, 6 Marine Corps, and | jy, 
51 Navy. A total of 63. Mi 

Mr. Courrney. Mr. Chairman, I have no further questions from | _~ 
Ryan on this subject, except to express our appreciation of the sub- 
committee for the fine cooperation we have had from Ryan. The 
purpose, of course, as I indicated at the first, was merely to demon-| jy, 
strate what the market would yield in the way of returns in the San ‘Ad 
Diego area. dear 

Admiral Genres. Well, if I might be permitted to take your time M 
for a moment for a personal observation ? ‘a 

This is a very highly competitive market from the viewpoint of the Ad 
retired officer. With the present drastic reduction in the Navy, by the Mr 
progress of selection in the postwar hump, there are many, many ; 
capable, highly capable officers being dumped on the beach, and they d 
come looking for employment and they will take most any respectable ‘ 
employment to augment their retired pay. And because I have been | M 
successful myself and have had a position of some prominence in my | di 
community, they come to me. And I know their troubles and their M 

roblems. And consequently, there are six retired officers in San 
Diego for every possible job opening. 

Mr. Courtney. Now, with respect to this question, Admiral, the 
matter—addressing ourselves particularly to the matter of procure- P 
ment, which seems to be one of the subjects that must be given particu. “er 
lar attention. (Ad 

(Admiral Gehres nods. ) Mr. 

Mr. Courtney. You are outside of the field of procurement in your 
own Ryan organization. Would you have any opinion or could you 
give any information to the subcommittee which would—drawing on 
your own experience and your knowledge of these officers ? 

(Admiral Gehres nods. ) 

Mr. Courtney. As to the suitability or the desirability of having 
lag time during which a former procurement officer, or for that matter "Me 
any retired personnel, might be expected to suspend operations after oon 
retirement before going into defense industry ¢ ey ha 

Admiral Genres. Well, I think it is highly unjust in many respects, “°W 

Now I have been discussing this and thinking about this. f reti 
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our- | not ethically immediately be in a position to deal with the procure- 
ment branch of the service from which he was retired. 

your But I can see no reason why he should not be permitted to make 
the most of what capabilities and experience he has developed in the 

may services, to take a position where he would deal with other agencies 

of the Department of Defense. Because these men are honest men and 

's, 3 Tknow—I tell you I know—with the exception of an occasional “no- 

‘ated | goodnik,” so to speak, that most of them will not embarrass themselves 

._ |or their former associates. And the people on active duty who suc- 
lieu- | sed the retired officers do not want those people around. They are 
nels, | glad to see them go, because it gives them a chance up. And they are 
not going to stick their neck out and jeopardize their career and their 
future for the sake of some former associate. 

Mr. Hess. Mr. Courtney, could I follow that ? 

, and | Mr, Courrney. Yes. 

Mr. Hess. Admiral, let me ask this: As I understand you to say, 
you feel there should be a cooling-off period for anybody who had been 
SUD | gaged in procurement. 

The |" Admiral Genres. In the service from which they were retired. 
mon- | Mr. Hess. Yes. 


lown 


from 





> San ‘Admiral Grures. Just as a judge disqualifies himself from a case 
.__ Where he might have been an attorney before he went up to the bench. 

time “Mr. Hess. I understand. But would you have the law read that 

at any time during their military career 

of the “Admiral Genres. No, sir. 

ry the Mr. Hess. Have they been engaged in procurement, or just their last 

cher duty station ¢ 

eo Admiral Grures. I would say a reasonable period of time after 





they retired. Say, for instance, I 
» been | . ; 
| Mr. Hess. I think you misunderstand me. 


gr Admiral Greures. I am sorry. 
. Sea Mr. Hess. It is my contention that a man should not be required to 


remain out of employment for a period of 2 years, even though he 
1. the iad been in procurement at some time during his military career. 

>, but if he was in procurement his last 2 or 4 years of his military 
career-—— 

(Admiral Gehres nods.) 

Mr. Hess. Then I maintain that there should be a cooling-off period. 
Do you agree with me on that? 

Admiral Genres. I could not agree with you more fully, sir. 

Mr. Hess. Beg pardon ? 

Admiral Genres. I could not agree with you more fully. Because 
ihere is this to be considered, too: If a man is unemployed for 2 years, 
ving itis a shock to most men, after having spent 20, 25 or 30 years in the 
matter “med services and having been there since they were youngsters, to 
= after Wddenly find themselves in a highly competitive civilian world. And 
they have difficulty reorienting themselves. 

_ Now if they remain—this has been my observation of large groups 

f retired officers, in Coronado, San Diego, Pensacola, Norfolk, 
of the '*s and other such centers. If they remain unemployed for 2 
should Be, in all likelihood they will remain unemployed for the rest of 

ir lives. 
| Mr. Hess. All right, Mr. Courtney. Thank you. 
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Mr. Courtney. I have one further question which I neglected to ask, | Me 
What is the total employment of Ryan? | . 
Admiral Greures. At the present moment about 8,200 people in all | ie 
classifications, spread over three plants. at le 
Mr. Courtney. And all within the general San Diego area ? M 
Admiral Genres. Well, we have two plants in San Diego and one }®Ve 
in Torrance, Calif., near Long Beach. ih 
Mr. Courtney. And of this total 8,200, only 63 are retired ——— N 
Admiral Genres. That is correct. ° 
Mr. Courtney. Military personnel ? Cong 
Admiral Genres. Yes, sir. thou; 
Mr. Courtney. I neglected to ask that question before. | br 
Mr. Hésert. Mr. Hess. Mr 


Mr. Hess. I want to ask you one more question, admiral. You M 
stated in your prepared statement that you had been a candidate for d 


Congress. oes 
Admiral Grures. Yes, sir. se 
Mr. Hess. Had you been successful in the endeavor at that time, ion 


you would have come under the Dual Compensation Statute, would aay 
you not d : 

Admiral Grures. I do not believe so. I do not believe that if you vy 
are—I am not too sure about this, but I was informed at the time 44, 
that had I been elected, I would not come under the Dual Compensa- 





tion Statutes. ae) 
Mr. Hess. You could not have drawn your retired pay, could you? Mr. 
Admiral Genres. I believe I could have. Br’ 
Mr. Hess. I am uncertain about that. It is my impression that you; 44, 
could not ‘Adi 
Mr. Norsiap. Would you yield on that ? Sbrori 
Mr. Hess. Yes. Vertii 
Mr. Norsiap. I have discussed that with General Devereux, who dah tr 
was on the committee as a Member from Maryland several terms, and) yy," 
he said he could not draw his retired pay. } ea. 
Admiral Grures. I was never sure and I never got a legal reading. yo, }, 
Mr. Norsiap. That is what he told me. > 
Admiral Genres. But I might tell you at that time my retired pay Me. 
was so small it did not matter. Adn 
Mr. Hésert. It did not become necessary ? Masi. 
Admiral Genres. My retired pay was a lot less then than it is now, ~ yy 
thanks to the generosity of the Congress. activit 
Mr. Hess. Is there any comment you would like to make now with “4 qn 
reference to the Dual Compensation Statute ? Mr.’ 


Admiral Genres. Sir, I think the Government cheats itself by the yy, 
severe restrictions on dual compensation. Why should the Govern: gin, 
ment penalize itself and refuse to take advantage of the training and Adm 
the experience and the proven dedication of former officers or civil wag eo 
servants or Congressman, if you will, just because they may earns yy 
little bit too much money on a scale that might have been applicable pany, 
50 vears ago? your ad 

Mr. Hess. During the 30 years of service that you served in the dm 
U.S. Navy, did you ever hear it discussed by officers who were about to opport 
retire? extent | 


Wading 
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Admiral Genres. Sir, up until about 2 years before I was retired, 
we did not think about retirement. When you are young you do not, 


| at least not in my generation. Maybe they do now. 


Mr. Hess. Do you feel that a number of the retired officers would 
have gone into Government service had they had the opportunity to 
do so? 

Admiral Genres. I believe so, yes. 

Now back in 1953, I was spoken to by two members of the present 
Congress in regard to my availability for certain appointments the 
thought I could fulfill for them. I told them I was not interested, 
because I could not afford then to hazard my retired pay. 

Mr. Hess. That is all, Mr. Chairman. 

Mr. Hesert. Mr. Norblad. 

Mr. Norswap. In talking about retired officers going into the pro- 
curement field or having been into it, I think we are more or less re- 
ferring constantly to sitting across from each other at the desk in a 
formal manner. Do you think there is any area in your experience 
from industry where there is procurement, maybe at an officer club 
over a social occasion or over a backyard fence, the next door neigh- 
bor who may have been a shipmate and things of that nature? 

Admiral Genres. Mr. Norblad, I doubt it seriously. 

Mr. Norpiap. It would be an ideal opportunity to plug the par- 
ticular product of his company. 

Admiral Genres. People talk shop. 

Mr. Norsiap. Yes. 

Admiral Grures. Now everybody talks shop. 

Mr. Norpiap. Yes. 

Admiral Geures. If I were talking to somebody at a gathering in 
Coronado, for instance—and I am extremely proud of our company’s 
Vertijet—I would be telling him all about that Vertijet. But I am 
not trying tosellittohim. Hecannot'buy it. 

Mr. Norsiap. That might be a procurement officer, possibly. 

Admiral Genres. No one officer procures a thing like a Vertijet. 
You have to sell it first for the Chief of Naval Oporations and his 

oup. 
oor. Noresiap. That is right. 

Admiral Grnres. And then to the Bureau of Aeronautics and the 
Marine Corps and everybody else. 

Mr. Nonstap. But you do not think there is any such indirect 
activity ? 

Admiral Grures. No, sir. 

Mr. Norsiap. Thank you. 

Mr. Harpy. Actually in that kind of a situation, you would be 
selling your company, would you not? 

Admiral Genres. I probably would be boasting about the outfit I 
was connected with and prove how much better off I was. 

Mr. Harpy. Unless you were promoting the interest of your com- 
pany, you would not be contributing your most to the welfare of 
your company, would you ? 

Admiral Genres. You are quite right. And I do at every proper 
opportunity promote the interests of my company. But not to the 
extent that I am going to get into water where I should not even be 


‘wading. 
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Mr. Harpy. What would be your observation about Secretary Gates’ 
statement that the president of a corporation is its top salesman ? 

Admiral Genres. Well, I think that would go without saying, sir, , 
Certainly the president of the corporation is its best salesman. 

Mr. Harpy. And I believe he placed the chairman of the board 
as the No. 2 salesman. 

Admiral Genres. Well, I have very little acquaintanceship with 
chairmen of boards,sir. [Laughter.] 

Mr. Harpy. Of course sometimes that spot is occupied by the presi- 
dent of a corporation also ? 

(Admiral Gehres nods. ) 

Mr. Harpy. But you do not see anything improper from a stand- 
point of the statute. You would not classify the activities of the 
president of a corporation as selling, I take it? 

Admiral Genres. Well, I think that would depend upon the corpo- 
ration and the activity of the president of the corporation. 

But certainly a corporation president is selling his company and its 
products or its services at every opportunity. 

Mr. Harpy. And so would every other officer associated with it. 

Admiral Genres. Yes, sir, of course. 

Mr. Harpy. The point that I was trying—I was trying to see if I 
could draw a comparison with the situation that we had with two 
of my constituents here the other day, and that is these two gentlemen 
from Norfolk. They did not sell any beer, according to their testi- 
mony. They just did a little promoting. They apparently did not 
even take any samples along with them when they did the promoting. 

But I am just wondering whether there is any real distinction 
between what they were doing and the goodwill that the president 
of a corporation seeks to create, when he is out, in talking shop with 
his friends over a cocktail or a bottle of beer. 

Admiral Grnres. Well, Mr. Hardy, you cannot isolate people, | 
[ Laughter. ] 

Admiral Grures. And that famous beer case was in my opinion a} 
very weirdone. Thatismy personal opinion. 

Mr. Harpy. Do you really see any significant distinction between 
what they were doing in promoting their particular product and what 
the president of a corporation does in promoting the general output 
of his corporation ? 

Admiral Genres. Why, no. I do not see any distinction, except in 
the matter of degree. 

Mr. Harpy. Well, would you not think, from the standpoint of de- 
gree, the president of the corporation would be putting forth more 
real effort than that fellow who is just arranging the dates? 

Admiral Grures. Why, of course. 

Mr. Heéperr. Admiral, I am sure you don’t want to answer this 
question. I am merely asking. I don’t want you to put yourself in 
the hole. You are really a good salesman for your company, too, | 
aren't you, in that area? You do promote the best interests of your | 
company. You just said so. 

Admiral Genres. I do it, but I do it more in the way of community 
activities in my community. I have very little contact myself—you | 
are speaking to me, personally ? 

Mr. Héserr. Yes. 
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Admiral Genres. I happen to be one of those rare birds who, once 


[retired from the Navy, left the Navy behind me. I am a civilian, 


and I have very little contact with the Navy. I don’t even go to the 
Navy parties, but about once a year. So I don’t mix with the Navy; 
iedy at all. 

Mr. Héserr. Therefore 

Admiral Grures. I am a civilian. 

Mr. Hépnert. Therefore, you can’t be accused of trying to sell the 
Navy this vertical jet that you mentioned 4 

Admiral Genres. I used that as an illustration when Mr. Norblad 
mentioned the party, or over a backyard fence. Sure, I would be 
talking about the Vertijet under those conditions, primarily because 
my son-in-law was a test pilot on it. 

Mr. Héserr. Then if you found—if you met some of your naval 

ople who happened to be in the Bureau of Aeronautics, you would 
tell them what a great weapon this is, and what a great plane this is? 

Admiral Genres. If we got into that subject in a bull session. But 
the facts are I don’t see these people. This is my first time in Wash- 
ington in 4 years. 

Mr. Hésert. We are not condemning you. We are trying to draw 
the line to find out the reasons for these rules. 

Admiral Genres. Oh, I see. 

Mr. Hézerr. You would do no more than the beer salesman did. 
He was trying to promote his product, which you are trying to pro- 
mote your product. You would be selling. 

Admiral Grnres. I wouldn’t draw my paycheck if I didn’t. 
[Laughter. ] 

Mr. Hésert. And your promotion of its product is reflected in your 
paycheck. 

Mr. Norblad. 

Mr. Norsiap. Just one question. I note most of your people, your 
retired people, are Navy people. Yet I understand that the bulk 
of your contracts are with the other branch of the service. Is that 
correct ¢ 

Admiral Genres. Mr. Fontaine can answer that question with more 
accuracy than I can. 

Mr. Fonratne. No. <A percentage, probably—30 percent of our 
backlog is with the Navy and the balance is either prime contracts 
with the Air Force or subcontracts with the Air Force, or commercial. 

Mr. Norsiap. Thank you, Mr. Chairman. 

Mr. Héserr. Mr. Gavin. 

Mr. Gavin. No doubt he has expressed his opinion about the 2-year 
cooling-off period. I would like to hear what he has to say. I am 
sorry I didn’t get here earlier. 

Admiral Genres. Well, what I said, in substance, Mr. Gavin, was 
that I thought it was a grave injustice to condemn these men who have 








, served their country well, to the best of their ability, since they were 
_ boys, really, and then being dumped on the beach due to the operation, 


particularly now, of this drastic elimination by selection, to 2 years of 
idleness, or to say to them that “you may not now take a position in 


| acompany that does business with the Government which you served 


for so long.” 
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I think that is a reflection on the character and integrity of those 

eople. 
T think, too, that making them have an enforced idleness, perhaps, 
for 2 years, which could be the case, makes them, in my experience, 
unemployable for the rest of their lives, if they are unemployed for 2 

ears. 
‘ I do believe—I agree with Mr. Hess, and he expressed his opinion 
this way, I believe—that if an officer was in a procurement office or 
activity in the last tour of duty in a given service, then that indi- 
vidual officer should not be permitted to do business with that particu- 
lar procurement agency for a reasonable period of time after his 
retirement. But I see no reason why he shouldn’t be allowed to do 
business otherwise. And, in any event, the law certainly should be 
consistent and apply equally to all the officers of all the services. 

Mr. Gavin. But do you think there should be any legislation in 
this respect # 

Admiral Greures. Well, I think there should be legislation to cor- 
rect the present inequalities and inequities in the law. 

Mr. Gavin. That exist now. 

Admiral Genres. Yes, sir. 

Mr. Gavrn. I notice that after 514 years you now receive $14,400 
per year. 

Admiral Genres. Yes, sir. 

Mr. Gavin. You didn’t get up in the $30,000 or $50,000 bracket? 

Admiral Genres. Not—— 

Mr. Gavin. You didn’t seem to do too good. 

Admiral Genres. Well, actually, Mr. Gavin, I think I am doing 
very well. 

Mr. Gavin. I think you are doing very well, too, with your retire- 
ment. 

Admiral Genres. My salary is right on the median—it shows how 
fair my company is. There was a survey made in 1958 by the Na- 
tional Personnel Management Association of industrial relations 
managers and personnel managers, such as I am, all over the United 
States. And my salary is right on the median of the salary of per- 
sonnel managers of companies of my kind and size and number of 
employees. 

Mr. Gavin. And no stock options, either ? 

Admiral Genres. No, sir. 

Mr. Gavin. You didn’t get in on that ? 

Admiral Grnres. No. I have a strictly civilian management job. 

Mr. Gavin. I have no further questions. 

Mr. Harpy. You didn’t get an assignment to the board of directors? 

Admiral Genres. Sir? 

Mr. Harpy. You are not on the board ? 

Admiral] Grures. No, sir. 

Mr. Hépert. Admiral, in connection with the engineers which your 
company employs, and your differentiation between selling and tech- 
nicians, would you have any comment to make on the individual tech- 
nician or engineer who would try to sell the product—I mean by sell- 
ing, and I use it advisedly—the advisability of selling of the product 
to his former associates in the Navy or the Air Force or the Army? 
Admiral Genres. Well, I can only answer that this way, Mr. 





| 


| Hébe1 
are re 
| witho 
tainly 
Wh 
the D 
electre 
produ 
can’t 
been 1 
to do | 
Nov 
would 
the P. 
Har 
Mr. 
able ¢ 
would 
preser 
friend 
Adi 
posit i¢ 
that n 
ing fo 
of wh: 
Mr. 
Adi 
Mr. 
Adr 
| Mr. 
friend 
sirable 
, and as 
more I 
Adn 
for me 
Mr. 
Adn 
suranc 
Mr. 
Adn 
Mr. 
Adn 
Mr. 
Adn 
Mr. 
of mon 
And it 
proble 
will ac 
Adn 
Our m 
Mr. 
talk al 








8, 
y 


on 
or 
li- 
u- 
11s 


st 2 


ob. 


“sf 


yur 
sh- 
sh- 
s]1- 
“ 
'Yy 

fr. 


RETIRED PERSONNEL IN DEFENSE INDUSTRY 549 


Hébert, by saying that we don’t have such people. Our engineers 


are real top level. And design and experimental engineers are almost 


| without exception men with little or no military background, and cer- 


tainly not professional] lifetime people. 

When we send our people to make a presentation to any agency of 
the Department of Defense, we send our best engineering brains—our 
electronic brains—to make a presentation of the capability of this 
product which we have designed and brought up and to see if they 
ean’t use this, or isn’t this applicable to a problem which we have 


been told they have. Sometimes they tell us, and we send civilians 


to do this work. 

Now, the only place where any officer would be useful in that respect 
would probably be to tell them which department in that maze at 
the Pentagon to go to, but by this time the civilians know it. 

Have I answered your question ? 

Mr. Hézerr. For instance, do you think there would be any favor- 
able consideration if you knew Captain X in the Pentagon and you 
would call him up and ask that your company be allowed to make a 
presentation? Would he be favorable to allowing you as an old 
friend to go in and make the presentation, as against some stranger ? 

Admiral Genres. He can only tell you what I would do in that 
position. I would be polite to him and if I thought he had something 
that my particular branch of the service really needed and was look- 
ing for, | would say, “Well, we will take a look at it.” I am speaking 
of what I would do. I can’t speak for others. 

Mr. Héperr. If you were the man called. 

Admiral Genres. If I were the man called. 

Mr. Héserr. If you were on active duty. 

Admiral Genres. Yes. 

Mr. H&éserr. I mean in your position and your great range of 


| friendship through the years in the Navy, wouldn’t you be a more de- 


sirable person on your company’s part to call up that former shipmate 


, and ask for the audience? And, if a stranger would call, would it be 


more readily accessible ? 

Admiral Genres. In the natural course of events it would be easier 
for me to reach him because he would know my name. 

Mr. Héverr. That is correct. 

Admiral Genres, And he would also probably, I hope, have the as- 
surance that I wasn’t going to try to“gyp” him. 

Mr. Hézerr. Yes, but the point I make—— 

Admiral Genres. Yes. 

Mr. Héperr. You would have the key that could open the door. 

Admiral Genres. That is right. 

Mr. Henerr. And the stranger wouldn't have the key. 

Admiral Genres. That is quite right. 

Mr. Héserr. Now, of course, those areas—we again get into the area 
of morals, ethics, and propriety, as to how far the individual can go. 
And it is because of the suspicious aura that overshadows this whole 
problem that we sit here today and go into this whole matter. You 
will admit that there is a great deal of suspicion about these matters. 

Admiral Grures. Oh, I know there is. We also have known it. 
Our motives are impugned and, literally, our integrity is attacked. 

Mr. Harpy. Well, now, on the basis of that response, let’s not 
talk about what motives really are, but let’s talk about what the op- 
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portunity is for improprieties. In this system, now, there are op- You 
portunities for improprieties. a cases ° 
Admiral Genres. Well, now, you are asking for my opinion, Mr, | there; 
Hardy. Adi 
Mr. Harpy. That is exactly what I am asking for. Mr. 


Admiral Genres. I will have to agree, as an opinion, personal where 
opinion, that is correct. Speaking for my company, we do not use Adi 
our people this way. 


I am 
r. Harpy. Well, I am not suggesting that anybody uses these gre re 
opportunities improperly. ~ milita 


Admiral Genres. Right. to be - 


Mr. Harpy. But, in the very nature of things, there are opportuni. | Secret 
ties for improper action as between a former officer and the people | ¢ourt- 
you are doing business with, if he meets them on those grounds; isn't Mr. 
that correct ? Adi 

Admiral Grures. Well, I would suppose the opportunities are edge. 
there; yes, sir. Mr. 

Mr. Harpy. I don’t want to— Adi 

Admiral Genres. But I think the probability is small. Mr. 

Mr. Harpy. I don’t want to suggest the extent to which any in- broug 
dividual uses it. have } 

Admiral Genres. Yes. Adi 

Mr. Harpy. But the opportunity is the thing that presents the basis parti: 
for suspicion ; isn’t that correct ? Mr. 

Admiral Grures. That is correct; yes. in 63° 

Mr. Harpy. Do you have any suggestions as to how—if we are) have! 
going to have a continuation of the opportunity for impropriety, how) “Aq, 


we can —— that opportunity from creating an air of suspicion! | yéber 
Do you have any suggestions to do that ? penalt 

Admiral Grures. Well, Mr. Hardy, I don’t believe I have at this} * Pye 
moment, because that is a wide, big question. | 

Mr. Harpy. Well, isn’t that the whole sum and substance of the | 
thing that we are worrying about ? 

Admiral Genres. Yes, sir. I mean, some people are always going 
to be suspicious of other people, regardless of anything. And you activit 
know that and I know it. And I don’t know how you can legislate | “Ty, 
that out of existence. Clear] 

Mr. Harpy. We are not talking about the question of suspicion gro po 
now. We are talking about the basis which makes possible the sus- ~ yy, 
picion, and 7 the basis for that suspicion stems from an op- to97 
portunity of impropriety, plus the fact that there have been a few 4 q, 
isolated cases. Mr. 

Admiral Genres. Yes. haainn 

Mr. Harpy. I feel personally convinced that the number of cases 4 q, 
is small. But the fact that there have been a few cases where there retire, 
are known improprieties, and where there is a similar opportunity yp; ] 
available to a lot of other people—isn’t that the source of the sus-| yy, 

icion ? the De 

Admiral Grures. Yes, but there are, I believe—I have never run| 4 q, 
afoul of them. I hope there are ample laws in existence to punish! 4, 
any what you might call conspiracy or improper actions or conflict) 41,54. 
of interest ; are there not ? "dence, 


made 
which 
cases t 
ment, 





Mr. Harpy Well, now, let’s talk about that, and maybe that is) 4 4} 
where the problem is. There are remedies available. | 
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You have, I suppose, observed in maybe a very limited number of 


_ cases where impropriety seems to have been clearly demonstrated, and 
| there is opportunity for court-martial action against the retired officer. 


Admiral Genres. Yes. 

Mr. Harpy. But you also know that there has never been a case 
where a court-martial action has been brought against one, don’t you? 

Admiral Grures. Well, I will accept your word for that, sir. And 
I am glad you opened that question, because every one of us who 
are retired out of the regular service is still amenable to the rules of 
military justice and the laws governing our services. And were I 
to be found, or even placed under suspicion of any impropriety, the 
Secretary of the Navy can order me to duty to stand trial i general 
court-martial. 

Mr. Harpy. But the fact that that has never been invoked—— 

Admiral Greures. Well, as to that, I don’t know. I have no know]- 
edge. 

Mr. Harpy. You have no knowledge? 

Admiral Genres. I have never heard of it. 

Mr. Harpy. You have no knowledge of any action ever having been 
brought through a court-martial proceeding against a retired officer, 
have you ¢ 

ine) Geures. Not in this field. I have knowledge of some court- 
martial proceedings for other offenses, but nothing in this connection. 

Mr. Héserr. And also, in the field beyond the military cognizance, 
in 63 years there has never been a conviction in this field; the statutes 
have been on the books that long, in one form or another. 

Admiral Grures. Well, I could only hazard an opinion there, Mr. 
Hébert, that most officers that are retired are so conscious of the 
penalties imposed here that they stay clear of it. 

Every oflicer that has been hired by my company, for instance, has 
made it very, very clear that they could not accept any kind of a job 
which involved any selling to the Navy Department. And in several 
cases they have required of the company a letter, upon formal employ- 
ment, that they would not—their jobs would not entail any such 
activities. 

They are pretty well aware of this. After all, the paymaster at 
Clearland tells you about it about twice a year, for the first 2 years you 
areretired. I got my last slip right here with me. 

Mr. Hépert. Did he also say you couldn’t serve with Indian Affairs, 
too? 

Admiral Genres. He quotes the law here. 

: = Heéperr. That is in the law. Indian Affairs is still on the 
ooks. 

Admiral Genres. He quotes the law to me. And I got it when I 
retired, in a file that the Navy Department gave me. It told me just 
what I couldn’t do. 

Mr. Héserr. Well, there have been a number of cases submitted to 
the Department of Justice. 

Admiral Genres. Yes. 

Mr. Hisertr. But none have gotten to the prosecution stage, for 
what the Department of Justice undoubtedly considered lack of evi- 
dence, or some other evidence. 

Admiral Genres. That is beyond my ken, sir. 
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Mr. Héeerr. I understand. I understand you commanded the 
“Fighting Lady” in the last war. 

Admiral Genres. I commanded the U.S.S. Franklin. 

Mr. Hésert. Which was the “Fighting Lady.” 

Admiral Geures. Some called her that. My crew called her “The 
Big Ben.” 

r. Hésert. The Big Ben? 

Admiral Genres. Yes, sir. 

Mr. Hésert. Any further questions ? 

(No response. ) 


Mr. Hésert. Thank you very much, sir. We are very pleased to 


have had you here. 

Admiral Genres. I want to thank you, and I know Mr. Fontaine 
and Mr. Wagner thank the committee for your courtesy and the man- 
ner in which we have been treated here. It has been a very pleasurable 
experience for us. And, Mr. Courtney, that extends to you, sir. 

{r.Courtney. Thank you, too. 

Mr. Witson. Mr. Chairman, I am not a member of your subcommit- 
tee, but I want to state that I was the admiral’s campaign manager 
when he ran and almost won, but lost because of the poor job I did as 
his campaign manager. 

Mr. Hézert. Thank you very, very much. 

The committee will stand in recess until 10 o’clock tomorrow 
morning. 

Admiral Genres. Thank you, gentlemen. 

(Whereupon, at 3:05 p.m., the subcommittee adjourned.) 
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EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
PERSONNEL BY DEFENSE INDUSTRIES 





THURSDAY, AUGUST 6, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SpeciAL INVESTIGATIONS, 
Washington, D.C. 


The subcommittee met at 10 a.m., Hon. F. Edward Hébert (chair- 
man of the subcommittee) presiding. 

Mr. Héserr. The committee will be in order. 

Mr. Courtney. 

Mr. Courtney. Mr. Chairman, the Boeing Airplane Co. has 
three representatives here this morning, in response to the subcom- 
mittee’s inquiry, to discuss with us the matter of the employment of 
retired officers by that company. 

The company has responded to the subcommittee’s questionnaire 
in full, from the information in its possession, and the individuals in 
general have responded to the individual questionnaires. 

I would ask, Mr. Chairman, that the company’s response to the 
committee questionnaire remain a part of the record at this point. 

Mr. Héperr. It is so ordered. 

(Questionnaire of Boeing Airplane Co. is as follows :) 


JUNE 24, 1959. 


To Subcommittee for Special Investigations, Committee on Armed Services, 


U.S. House of Representatives, Washington, D.C. 
(Attention of Mr. John J. Courtney, special counsel.) 


Dear Sirs: Pursuant to the request contained in the subcommittee’s letter of 
June 10, 1959, supplemented by memorandum No. 1 dated June 18, 1959, attached 
are answers to “Questions for Department of Defense Contractors,” enclosure 1. 

The questionnaires relating to retired military personnel and former Federal 
civilian employees, enclosure 2 and enclosure 3, are currently being distributed 
to the individuals whose names appear on the attached lists in answer to ques- 
tions 8 and 4. Per our telephone converation, retired military personnel have 
been limited to the rank of lieutenant colonel/commander and above. 

All information contained herein is true and correct to the best of my knowl- 
edge and belief. 

Yours very truly, 
H. W. Haynes, Controller. 


Question No. 1: List Department of Defense contracts now held by your com- 
pany: (a) Use short title or common name of product or service if there is one; 
(b) where there are several contracts for the same article or service, group the 
contracts; (c) state gross value in round figures for all contracts (or groups of 


tontracts) ; (d@) list only uncompleted contracts. 


553 





554 





RETIRED PERSONNEL IN DEFENSE INDUSTRY 























Contract No. Description Gross value 

Model B-52: 

CO ee eee eee eee B-52G airplanes, spares, ete...............-..._- $384, 000 

alae: euaire? Pt SRG ani > eh ere ES 133, 000; S 
Model KC-135: : 

ON eee ee KC-135 airplanes, spares, etc_...............---- 242, 000, 

Pc . : 5 ae eae are = 
Bomarc missiles: 

A F33(600)35359 

A F33(600)36319 ‘ 

A F33(600) 38098 ; 

AF33(600)38101 , OOO, 

A F33(600)35030 ‘ 290, 000, 000 
Minuteman ICBM: AF04(647)289_______ NE WIE IN esc See unee sanncneee wn 1 23, 000, 000 
Miscellaneous: Various.................- Production spares, open call spares, MOD, ete... 194, 000, 000 











1 Letter contract. 


Question No. 2: List all your subcontractors having subcontracts of a gross 
value of $1 million or more (individually or cumulatively), giving (a) name, 
(b) business address, (c) gross value of contracts, (d) article or service con- 
tracted for, and (e) list only uncompleted subcontracts. 





Name and business address 


Gross value of 
contracts 





Aerojet-General Corp., Post Office Box 296, 
Azusa, Calif. 

Aeronca Manufacturing Corp., 1712 German- 
town Rd., Middletown, Ohio. 

Aeronca Manufacturing Corp., Longren-Cali- 
fornia Division, 24751 South Grenshaw Blvd., 
Torrance, Calif. 

Aeronea Manufacturing Corp., 5651 West 
Century Blvd., Los Angeles, Calif. 

Alba Engineering Co., Inc., 5707 South Alameda 
St., Los Angeles, Calif. 

AiResearch Manufacturing Corp., 9851-9951 
Sepulveda Blvd., Los Angeles Calif., and Sky 
Harbor Airport, 402 South 36th St., Phoenix, 
Ariz. 

Aluminum Co. of America, 1411 Fourth Avenue 
Building, Seattle, Wash. 

Aluminum Co. of America, 1501 Alcoa Bldg., 
Pittsburgh, Pa. 


Airtek Dynamics, 2222 South Figueroa, Los 
Angeles, Calif. 

American Machine & Foundry Co., Alexandria 
Division, 1025 North Royal St., Alexandria, 


Bendix Pacific Division, 11600 Sherman Way, 
North Hollywood, Calif. 
Bendix Aviation Corp., York Division, York, 


a. 

Brunswick-Balke-Collender Co., Burton, Wash., 
and Marion, Va. 

Burns & Roe, Inc., 160 West Broadway, New 
York, N.Y. 

Cadillac Gage Co., 1866 Whittier Ave., Costa 
Mesa, Calif. 

Canadair, Ltd., Post Office Box 6087, Montreal, 
Canada. 

Catalytic Construction Co., 1528 Walnut St., 
Philadelphia, Pa. 

Cleveland Pneumatic Tool Co., 3781 East 77th 
St., Cleveland, Ohio. 

Clifford Manufacturing Co., 152 Grove St., Wal- 
tham, Mass. 

Continental Can Co., Inc., Plant 95, Coffeyville, 


Kans. 

Cornelius Co., 550 39th Ave., NE., Minneapolis, 
Minn. 

Dalmo-Victor Co.. Division of Textron, Inc., 
San Carlos, Calif. 

Fairchild Aircraft & Missiles Division, Fairchild 
Engine & Airplane Corp., Hagerstown, Md. 
Federal Telephone & Radio Co., Post Office Box 

413, Clifton, N.J. 
The H.K. Ferguson Co., 1783 East llth St., 
Cleveland, Ohio. 





$27, 100, 000. 00 
26, 252, 385. 00 
1, 301, 050. 00 


5, 603, 176. 00 
2, 167, 837. 00 
2, 922, 838. 00 


1, 561, 748. 00 
1, 087, 299. 59 


1, 340, 201. 65 
3, 300, 000. 00 


1, 444, 030. 00 
2, 700, 000. 00 
1, 250. 000. 00 
12, 000, 000. 00 
1, 200, 000. 00 
5, 100, 000. 00 
1, 400, 000. 00 
6, 149, 391. 00 
1, 068, 154. 00 
16, 573, 402. 12 
2, 189, 067. 00 
1, 200, 000. 00 
69, 460, 484. 79 
1, 800, 000. 00 
2, 700, 000. 00 





Article or service contracted for 





Boost rocket motors. 


Wing stub—Sec. II, bomb doors, wheel 
well door elevator, rudder, spoilers, 
Interspar ribs. 


External wing tanks. 
Machined parts. 


Starting system, pneumatic valves, air 
conditioning, cabin pressure equip- 
ment. 


Wrought aluminum alloy products. 


Castings, forgings, miscellaneous raw 
aluminum sheet, extrusion, tubing, 
ete. 

Miscellaneous machine details, nacelle 
and flap rib fittings. 

Weapon support equipment. 


Hydraulic valves and overhaul com- 
ponents, rendezvous beacon. 

Inverter, fuse, and instrumentation 
beacon. 

Radomes. 


iround support equipment. 

Valves and hydraulic actuators. 

Wings and aileron assemblies. 

IM-99A base 3 installation. 

Landing gear. 

Fuel heaters. 

Panel assemblies, fuel decks, and fuel 
deck doors. 

Air starter, portable compressors, re 
lated valves and repair components. 

Hydraulic actuators. 

Vertical fin, outboard wings and top 
panels. 

Ground-air transmitter amplifier. 


IM-99A base 2 installation. 
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Name and business address 


Gross value of 
contracts 


Article or service contracted for 





Firestone Tire & Rubber Co., Post Office Box 
2037, Terminal Annex Station, Los Angeles, 


Calif. 

Fischbach & Moore, Inc., and Tellepsen Con- 
struction Co. (Tellepsen Petro-Chem Con- 
structors Division), 545 Madison Ave., New 
York, NY. ; 

Food Machiner & Chemical Corp., Ordnance 
Division, Post Office Box 367, San Jose, Calif. 

Goodyear Tire & Rubber Co., Post Office Box 
3339, Terminal Annex, Los Angeles, Calif. 

General Electric Corp., Gas Turbine Division, 
950 Western Ave., West Lynn, Mass. 

Paul Hardeman, Inc., 11558 Tennessee Ave., 
Los Angeles, Calif. 

Hydro-Aire Co., Division of Crane Co., 3000 
Winona Ave., Burbank, Calif. 

Goodyear Aircraft Corp., Litchfield Park, Ariz., 
and 1210 Massillon Rd., Akron, Ohio. 

Hydro-Mill Co., 1707 Cloverfield Blvd., Santa 
enten, Calif. 

International Business Machines Corp., 1933 
5th Ave., Seattle, Wash. 

International Telephone & Telegraph Corp., 
ITT Federal Division, Fort Wayne, Ind. 

Iron Fireman Manufacturing Co., 4784 South- 
east 17th Ave., Portland, Oreg. 

Joy Manufacturing Co., 900 Woodland Ave., 
Michigan City, Ind. 

Kanarr Corp., 447 Market St., Kingston, Pa_._-- 

Kaiser Aircraft & Electronics Division of Kaiser 
Industries Corp., Richmond Maching Plant, 
Post Office Box 577, Station A, Richmond, 
Calif. 

Kaiser Metal Products, Inc., Bristol, Pa ie 

Kearfott Co., Inc., 1378 Main Ave., Clifton, N.J. 

Lear, Inc., 110 Ionia Ave. NW., Grand Rapids, 
Mich. 

Marquardt Aircraft Co., 16555 Saticoy St., Van 
Nuys, Calif. 

Menasco Manufacturing Co., 805 South San 
Fernando Blvd., Burbank, Calif. 

Minneapolis-Honeywell Regulator Co., Missile 
Equipment Division, Queen and South Bailey 
Sts., Pottstown, Pa. 

Moog Servo Controls, Proner Airport, East 
Aurora, N.Y 

Monrovia Aviation Corp., Post Office Box 150, 
801 Royal Oaks Dr., Monrovia, Calif. 

Motorola, Inc., Western Military Electronics 
Center, 8201 East McDowell Rd., Scottsdale, 
Ariz. 

New York Airbrake Co., Watertown, N.Y--.---- 

Norair Division, Northrop Corp., Northrop 
Field, Hawthorne, Calif. 

gf Corp., 3001 East 11th St., Los Angeles, 

if. 


if. 

Pacific Mercury Electronics, Inc., Junge Blvd. 
and Maiden Lane, Joplin, Mo, 

Radio Corp. of America, Victor Division, 11819 
West Olympic Blvd., Los Angeles, Calif. 

Remington Rand Univac, Division of Sperry 
Rand, 2750 West 7th St., St. Paul, Minn. 

Rohr Aircraft Corp., Post Office Box 643, River- 
side, Calif. 

Rohr Aircraft Corp., Box 878, Chula Vista, 
Calif. 


Ryan Aeronautical Co., Lindbergh Field, San 
Diego, Calif. 
John H. Sellen Construction Co., 228 9th Ave., 
North Seattle, Wash, 
Stewart-Warner Corp., Southwind Division, 
Indianapolis, Ind. 
Standard Pressed Steel, Jenkintown, Pa 
Sundstrand Aviation, Division of Sundstrand 
Machine Tool Co., 2421 11th St., Rockford, Il. 
Surprenant Manufacturing Co., 199 Washington 
St., Boston, Mass. 
) Temco Aircraft Corp., Post Office Box 6191, 
Dallas, Tex. 
Texas Instruments, Inc., Post Office Box 312, 
Dallas, Tex. 
Thiokol Chemical Corp., Redstone Division, 
Redstone Arsenal, Huntsville, Ala. 





$4, 978, 225. 00 


4, 000, 000. 00 


7, 800, 000. 00 
3, 351, 000. 00 
6, 012, 871. 00 
2, 200, 000. 00 
2, 062, 012. 00 
10, 817, 925. 00 
1, 226, 899. 00 
3, 758, 030. 00 
62, 000, 000. 00 
2, 542, 850. 00 
1, 250, 000. 00 


1, 837, 243. 00 
5, 156, 129. 00 


9, 600, 000. 00 
2, 400, 000, 00 
26, 300, 000. 00 
27, 500, 000. 00 
1, 491, 670. 00 


9, 600, 000. 00 


1, 000, 000. 00 
3, 040, 419. 00 
15, 300, 000. 00 
1, 671, 082. 00 
23, 058, 270. 00 
2, 069, 315. 00 
8, 224, 664. 19 
11, 800, 000. 00 
2, 887, 687. 00 
33, 048, 495. 00 
36, 754, 312. 00 


20, 435, 000. 00 
1, 900, 000. 00 
1, 600, 000. 00 


3, 225, 903, 20 
8, 859, 265. 00 


1, 800, 000. 00 
40, 790, 595. 44 
2, 700, 000. 00 
10, 400, 000. 00 





Fuel cells, 


IM-99A base 1 installation. 


Weapon support equipment, 
Fuel and water cells, 
Alternator drives, 


former rectifiers. 
YIM-99A base installation. 


indicators, trans- 


Pneumatic valves, skid detector, air, 
hydraulic, and water valves. 

Nose radome, wing stub, top panel. 

Machine and skin mill parts. 

Rental of equipment, stationary forms. 

Operational test equipment and elec- 
trical launching equipment. 

Control stand and machined parts. 

Air compressors. 


Machined parts. 
Machined parts. 


Fuel tanks. 

Coordinate converter. 
Do. 

Ramjet engines. 

Landing gear. 


Weapon support equipment. 


Valves and hydraulic actuators. 
Inboard ailerons, nonwheel doors. 


Guidance beacon and data link 


decoder. 


Hydraulic pumps. 
Outboard wings, aft 48/81 section. 


Machine and skin mill parts. 

Wire bundles, 

Radar. 

Rental equipment. 

Strut and nacelle; stabilizer and ele- 
vator. 

Machined parts, sec. 46, thrust reverser 
and sound suppressor, power pods 
and spare cowlings, 

Sec. 46. 

Facilities construction. 

Cooling assembly. 

Titanium fasteners. 

Constant speed drive system, alter- 
nator drive. 

Wire and cabling. 

Sees. 47, 48, and 49, electronic rack, 

Telemeter. 


Boost rockets (solid propellan:). 
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Name and business address 


Gross value of 
contracts 


Article or service contracted for 








Thompson-Ramo-W ooldridge, Inc., 23555 Euclid 
Ave., Cleveland, Ohio (Accessories Division). 


Twin Coach Co., Aircraft Division, Post Office 
Box 2507, Buffalo, N.Y. 

United Control Corp., 4540 Union Bay PIL., 
Seattle, Wash. 

o* Rubber Co., 407 North Main, Mishawaka, 


nd. 
Vickers, Inc., Administrative and Engineering 
Center, Detroit, Mich. 
Voi-Shan Manufacturing Co., Division of Voi- 
0 Industries, 8463 Higuera St., Culver City, 
alif. 
Westinghouse Electric Corp., Air Arm Division, 
Post Office Box 746, Baltimore, Md. 
Whittaker Gyro, Division of Telecomputing 
Corp., 16217 Lindbergh St., Van Nuys, Calif. 
Fereney Pectric Corp., 40-46 Leonard St., New 
ork, N. 





$11, 642, 310. 00 


21, 583, 059. 00 
1, 812, 619. 00 
2, 328, 594. 89 
1, 742, 108. 00 
3, 225, 392. 92 


85, 000, 000. 00 
1, 500, 000. 00 
2, 200, 000. 00 





Water and hydraulic pumps, fue 
pumps, indicators, switchines, power 
unit. 

Fin and rudder; spoilers; flaps. 

Electrical switches. 


Fuel cells and backing board. 


Titanium fasteners. 


Homing radar and control equipment, 
Rate gyros. 


Batteries. 
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Mr. Courtney. These gentlemen are here and are prepared to 
testify. If you gentlemen will rise and identify yourselves to the 
reporter. 

Mr. Hésert. Will you gentlemen rise and identify yourselves? 

Mr. Beaty. I am Wellwood E. Beall, senior vice president. 

This is Mr. Mansfield, our director of public relations, on my right. 
And on my left Mr. Huleen, director of personnel. 

Mr. Courtney. What is your first name, Mr. Mansfield? 

Mr. Mansrievp. Harold Mansfield. 

Mr. Huteen. Fred. 

Mr. Héverr. You gentlemen take the oath. 

You and each of you do solemnly swear that the testimony you will 
give before this subcommittee in the matters now under consideration 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Mansriexp. I do. 

Mr. Beat. I do. 

Mr. Huxeen. I do. 

Mr. Hésert. You may be seated. 

Mr. Courtney. Mr. Beall, I think you have a short prepared state- 
ment on the subject of the employment of retired officers and the 
questionnaire that was addressed to you by the committee in this 
regard. 

Are you prepared to present it now ? 

Mr. Beaty. Yes; Mr. Huleen will present that. 

Mr. Courrney. Mr. Huleen, will you present that? 

Mr. Chairman, without interruption ? 

Mr. Hueen. Yes, sir. 


TESTIMONY OF WELLWOOD E. BEALL, SENIOR VICE PRESIDENT, 
ACCOMPANIED BY HAROLD MANSFIELD, DIRECTOR OF PUBLIC 
RELATIONS, AND FRED HULEEN, DIRECTOR OF PERSONNEL, 
BOEING AIRPLANE CO. 


The Boeing Airplane Co. believes that the future security of the 
United States is dependent to an important degree on the development 
of superiority in aircraft and missile weapon systems. This is a mat- 
ter of aboslute importance to our country. It is one which requires 
the attention and abilities of the country’s most capable men. Retired 
officers of the Armed Forces are such men. It would not be in the 
national interest to restrict the ability of these men to contribute from 
their knowledge and experience to the country’s security merely be- 
cause they had been in active military service. 

We believe that the present statutes are generally adequate to con- 
trol any possibility of the use of improper influence by retired mili- 
tary officers. However, we would favor legislation which would re- 
move inconsistencies and ambiguities in existing regulations. For in- 
stance, legislation removing inconsistencies concerning retired officers 
of the Navy in comparison to retired officers of the Army or Air Force 
would be useful. A clear definition of the term “selling” as used in 
present statutes would also be helpful. 

The Boeing Airplane Co. hires retired officers in accordance with 
their technical susliGcotiond, including engineering training and de- 
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grees. Seventy-two retired officers, of the rank of lieutenant colonel 

or higher in the Army or Air Force, or commander or higher in the 
| Navy, are presently on our payroll. 

Although few in number, we consider these men valuable employees 
who have made substantial contributions in their fields of technical 
knowledge. None of these former officers is in an executive position 
with the Boeing Airplane Co. 

We also employ 11 persons who have served in civilian capacities 
within the definition provided by this committee. These men also are 
valued employees. None of them is in an executive position with 
our company. 

1 With respect to retired officers, themselves, we believe it would be 

unfair for Congress to deny them the profitable use of their talents 
after they have left military service. Many of these men are retired 
P in the prime of life. These officers should have the same right to 
seek employment as any other private citizens. 

Restrictive action by Congress might discourage capable persons 
from seeking careers in the armed services, in view of the knowledge 
that their personal progress would be substantially restricted at mili- 
tary retirement. This could result in reducing the effectiveness of the 


# armed services. _ 
:. The Boeing Airplane Co. has been constantly alert against the 
ossibility or appearance of improper influence. President William 
{. Allen has issued personal instructions to members of Boeing man- 
agement in this regard. His attitude is reflected in a company state- 
| ment of employment and recruiting policy issued by my office on July 
22, 1958. Under the subheading “Government Employees,” this 

policy states: 

| The company will not initiate employment negotiations with persons working 

T, | for the Government, or otherwise induce persons to leave Government service. 
If an employee of the Government initiates an employment inquiry, he will be 

IC given normal employment consideration. 

I, We believe the record will show that retired officers are making a 
significant and continuing contribution to the security of the United 
States, that industry has made proper use of their special abilities, 

he and that allegations of improper influence are unfounded. 

nt Mr. Courtney. That concludes your statement ? 

t- Mr. Huxren. That concludes the statement ; yes. 

es Mr. Courtney. Now, gentlemen, I will ask you to verify with me 

ed the returns to the questionnaires that have been received. I want to 

he tell you first that we have not received all the questionnaires. 

m Mr. Huteen. Yes. 

“i Mr. Courtney. But I think there probably won’t be any significant 
difference in the total evaluation and relative position. 

+ Mr. Huuren. Yes. 

li- Mr. Courtney. Now, against the perspective, what is the population 

‘e- of Boeing, both Boeing Seattle and Boeing Wichita ? 

oi Mr. Huteen. Total population, around 90,000, 

we Mr. Courtney. pratt. 90,000 in the whole complex ? 

mn Mr. Huteen. The whole complex. 


Mr. Courrney. And these questionnaires are addressed, of course, 
th to this total complex ? 


~ Mr. Houteen. Right. 
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Mr. Courtney. Now, the record shows thus far that in an analysis 
of the individual questionnaires, as well as your response—— 

Mr. Hueen. Yes. 

Mr. Courrney. And we have numbered the questionnaires, rather 
than the total as given by you in your statement. 

Mr. Hueen. i see. 

Mr. Courtney. That you have 1 major general, 1 brigadier gen- 
eral, 18 colonels, 18 lieutenant colonels, and 1 major. That you have 
three admirals, seven captains—— 

Mr. Kuun. Rear admirals. 

Mr. Courtney. Seven rear admirals, that is right, seven captains, 
ten lieutenant commanders. And we have a total return on them of 
59 in number. 

You, I think, report—I think you said 70— 

Mr. Huzen. Seventy-two. 

Mr. Courtney. Seventy-two. 

Now, in the classification of their duties, from the questionnaires it 
would appear that 12 are in an administrative capacity. 

Mr. Huteen. Yes. 

Mr. Courrney. This is according to their declaration. Does that 
correspond with your understanding ? 

Mr. Huteen. I didn’t break them down in that classification. 

Mr. Courtney. Well, let me go through the classification as the 
committee has made it. 

Mr. Houxeen. All right. 

Mr. Courtney. From the answers of the individuals. 

Mr. Huueen. Yes. 

Mr. Courtney. Then we will break it down further according to 
your observation of their work. 

Mr. Horzen All right. 

Mr. Courtney. Twenty-five appear to be definitely in a technical 
capacity and 17 have been classified as miscellaneous. Now, this is 
the committee’s category and not yours. 

Mr. Huteen. Yes. 

Mr. Courtney. But we are unable to find that they fall definitely 
into either of the other two categories. One appears to be in what we 
call a gray area and requires further information before evaluation. 

Now of these, 47 were voluntarily retired, 18 were involuntarily re- 
tired. With an average pay of $500 a month from retirement. 

Eleven of them were retired for disability. 

Now, then, it would appear that the avearge pay of this group— 
and this is an average—is $750 a month. This is a mathematical com- 
putation. 

Mr. Huteen. That is right. 

Mr. Courtney. The median pay is $700 a month. And the most 
frequently recurring pay scale is $500 a month. That is within this 
group. 

Mr. Hutezen. I see. 

Mr. Courtney. Now, of course, you have a number of ranges. 

Mr. Huteen. Yes. : 

Mr. Courtney. This is an average. It probably is not the most 
valid way to present it. But nevertheless, these are statistics for 
whatever they may be worth. 
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I would ask you whether or not in your judgment, having heard the 
results announced, they correspond with your understanding and your 
information from company sources ? 

Mr. Hutzen. The breakdown as to range—— 

Mr. Hépert. Will you raise your voice, please, sir. 

Mr. Huxeen. Yes, sir. 

The breakdown as to range differs considerably in the area of the 
Navy. 

Our canvass revealed only one admiral, retired admiral. You had 
seven. 

Mr. Courtney. I amsorry if I read seven. 

Mr. Kuun. Weshow three rear admirals, I believe. 

Mr. Courtney. We show three rear admirals, and seven captains. 

Mr. Hutzen. Seven captains. Well, all right. 

Mr. Courtney. Of course, some of those rear admirals may be what 
is known as “tombstone.” 

Mr. Huteren. I see; yes. 

Essentially we agree. I reported 72, in our canvass, and you are 
right with one general from the Army, one from the Air Force, and 
we had one admiral from the Navy. Eleven captains, instead of 
seven. 

It breaks down further that we had actually 28 from the Army, 27 
from the Navy, and 17 retired from the Air Force. 

And considering the differences 

Mr. Gavin. What are those figures again ? 

Mr. Huteen. We have 28 from the Army, retired from the Army. 
We have 27, according to our canvass, retired from the Navy. And 
we have 17 who were retired from the Air Force. 

And considering the differences in numbers that we have, although 
it is slight, we are, I think, approximately the same on average rates 
of pay. 

Mr. Courtney. On average? 

Mr. HuLeen. Yes. 

Mr. Courrney. Then you would accept this as an evaluation of the 
employment situation of retired officers so far as the Boeing Co. is 
concerned ? 

Mr. Hutren. Yes, although I have not made any breakdown, as you 
have, as to administration, technical, and so forth. 

Mr. Courtney. Now, since the average pay seems to be—since the 
most frequently recurring pay within this group appears to be about 
$500 a month, is there a difference—I don’t know which one of you 
can answer the question—between the labor market and rates at Seattle 
and Wichita and that at San Diego, if you know? 

Mr. Hutrren. I don’t know of any appreciable difference. 

Mr. Courtney. But in your opinion, are the scales which appear 
here on the tabulation that the committee has made the prevailing 








_ scales at both Wichita and Seattle, in comparable businesses? 


\ 
| 


I don’t know whether you can make a comparison at Wichita, but 
could you in Seattle, with the local market ? 

Mr. Hutren. If you take this group as a sample, I don’t think 
there is any comparability. I mean, I don’t think there is a good 
sample to compare, to use the basis of comparison rates at San Diego 
and the rates at Seattle. 
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Mr. Courtney. I was thinking especially about the technical group- M 





ing here. 
le. Hu.ren. Yes. st 
Mr. Courtney. The largest percentage, more than half, appear to be M 
in technical capacities. | he 
Mr. Huuren. Yes. M 
Mr. Courtney. Engineering and other scientific work. Would you M 
say that this is typical of the industry, these established scales for that M 
type of work and for this quality of person ? I : 
Mr. Huween. I believe this is a little low. ae th 


Our rates are probably comparable, but I believe our rates are prob- | ;. Gg 
ably a little bit lower than that of other parts of the industry. 


Mr. Courtney. Now, can we address ourselves to this question! PL 
In considering the employability of retired personnel, are they in M: 
greater demand or less demand than other similarly equipped scien- M 
tifically or technically ? M 

Mr. Hurren. I don’t believe there is any difference. Mi 

Mr. Courrney. You think there is no difference. They go into the Mi 
market on the same basis; is that right Mr 

Mr. Huteen. I believe they do. Mr 

Mr. Courtney. So far as employability is concerned ? Mr 

Mr. Huteen. I believe so. whos 

Mr. Courrnry. And as to the service that is rendered to the com- yop, 
pany, what have you to say on that ? / game 


Mr. Huteen. Well, I believe that these men, with their technical No: 
background and their field experience—it is very helpful particularly | tp ¢ Q 
in the design of weapons systems. there 

Mr. Courtney. Considering that you have some 90,000 employees, | fo, 
this is a very small percentage to have been recruited from retired | jt wo 





personnel, of whom we have a great number. eral ( 
Have you any opinion as to the reason for or against that propo | No, 
sition ? | descri 
Mr. Huteen. No. ' throu: 
I wasn’t aware that this is a small proportion, a small number in | ppepiy 
comparison to other companies. are h 
Mr. Courtney. No. 1 am speaking of your own company. techni 
Mr. Huteen. Our own company, all right. they 1 
Mr. Courtney. Seventy-two out of 90,000 is not what I would call the mi 
a significant inroad into your employment. Mr. 


Mr. Huxren. We haven’t actively gone out to recruit this type of then? 
personnel in the company. We haven't tried to induce them to leave yy 
the services to come to the company, for one thing. It has not been yp 


our policy to do so. you se 
Mr. Courtney. In other words, this employment, then, is the result pany ¢ 

of applications made from time to time by retired personnel ? ean tal 
Mr. Huteen. That is right. Mr 
Mr. Courtney. Processed in the usual way, through your employ-| yr. 

ment personnel office; is that right ? - sentati 


Mr. Huteen. Yes. | Mr. 
Mr. CourtNny. You have had no recruitment campaign of any) My 
kind? ‘times’ 
Mr, Houueen. That is right. i 
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Mr. Courtney. Now, on the matter of sales, do these technical peo- 
ple of yours—half of them appear to be technical? 

Mr. Huteen. Yes. 

Mr. Courtney. Are they in contact with their opposite numbers in 
the services ¢ 

Mr. Bratt. I will—— 

Mr. Courtney. Mr. Beall. 

Mr. Bratt. I will try to answer that. 

I am only aware of a few of these officers. The top two generals 


_ or the two generals you mentioned I happen to know personally. One 
_ is General Crosthwaite. He is in the commercial sales, in our 707 


program, and has nothing to do with the military. 

Mr. Courtney. Well, he is not actually in this country, is he? 

Mr. Beaty. Yes. 

Mr. Courtney. Is he in this country ? 

Mr. Beatu. Yes. He is in the Seattle area. 

Mr. Courtney. General Crosthwaite. What is his first name? 

Mr. Brau. I don’t know. 

Mr. Huteen. John. 

Mr. Kuun. J.C. 

Mr. Huxeen. The other one is a major general from the Army, 
whose name is Oldfield. I don’t know his first name, either. And he 
works in engineering. His job is to teach our engineers how to do war 

mes. 

"how, when you design a weapons system, you likely will submit it 
toa group of people who did not design it but who analyze it to see if 
there are any flaws in it. 

For instance, it might have a flaw in the communications system, so 
it wouldn’t work under certain battie conditions. Now, we use Gen- 
eral Oldfield to teach our technical people how to do these war games. 

Now, I am not familiar with any other officers personally, so I can’t 
describe their jobs. But we had tried to follow the rules exactly 
through our personnel people and through instructions to our engi- 
neering people, that they are not to be engaged in negotiations. They 
are, however, engaged, I am sure, with their opposite numbers in 
technical discussions. This would be only right and proper, because 
they understand the problems and they understand the language of 

e military. 
= ~ ser. sll This would be the field of their greatest competence, 

en? 

Mr. Huteen. Right. 

Mr. Courtney. Now, as vice president of this company, wouldn’t 
you say that sometimes the most effective representative of the com- 
pany so far as the sales of its wares is concerned, is the engineer who 
can talk to the engineer on the opposite side of the table ? 

Mr. Beauu. It could be. Iam an engineer, myself. 

| Mr. Courtney. You would describe yourself as a persuasive repre- 
sentative of your company ? 

| Mr. Beau. I try to be. 

‘ sai Courtney. And you, of course, represent your company at all 
| times 

Mr. Beau. Right. 
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Mr. Courtney. Now, with respect to the civilian employees, just one 
question : 

At the moment we have 11 accounted for. Mr. Huleen, do you want 
to respond to that ? 

Mr. Hutren. Yes. This agrees with our survey. We also have 11, 

Mr. Courtney. And these are former Government employees within 
the last 5 years? 

Mr. Huteen. Yes. 

Mr. Courtney. Now, can you tell us generally the fields in which 
these are employed ? 

Mr. Hueen. Some of these men are engaged in the life sciences 
activities—the human factors research on the medical side. Some are 
working as engineers on a technical plane. 

One of them, for example, works in our transport division and 
supervises the activities of the reliability unit. 

Mr. Courtney. Now, were these acquired as a result of any cam- 
paign by the Boeing Co. for recruitment ? 

Mr. Hutren. No. The same policy pertains here, that we do not 
actively solicit an application. If they do apply on their own voli- 
tion, we entertain their application as we do other applications 
received. A 

Mr. Courtney. Now, I have one further question, I think probably 
to you, Mr. Beall, on the question of—oh, one further question. 

Do you have an employee known as Robert R. Carpenter, a retired | 
officer ? 

Mr. Hvureen. Yes, we do. 

Mr. Courtney. What does his job sheet indicate that he does? 

Mr. Huteen. The wire that was sent by the committee arrived in 
Seattle after my departue for Washington. I did receive a telegram 
upon my arrival here from Seattle which describes Mr. Carpenter’s 
duties and also gives his work history of the company. 

If you would like to, I could read it. 

Mr. Courtney. Would you like to insert that in the record, or do | 
you care to read it ? 

Mr. Hutren. I can read those points that are pertinent. I think 
Ican do it very quickly. 

Mr. Courtney. Yes. 

Mr. Huteren. Mr. Carpenter performs administrative and clerical 
work, including bookkeeping and filing, in connection with contract 
administration operations. 

He is in the bailment and miscellaneous projects unit of the contract 
administration department of our pilotless Aircraft Division. 

He has no connection with negotiations, other than in a clerical or 
routine administrative assistant capacity. 

The unit chiefs and higher level supervisors in that organization do 
all the negotiations work. 

Carpenter did attend one meeting between pilotless aircraft divi- 
sion contract administration and the Air Force concerning a Bomare 
training program. 

He did not participate directly in the meeting, but was there to! 
provide administrative assistance. 

He may have had telephone conversation with a Calvin Mason—| 
M-a-s-o-n—civilian buyer of Ogden, Utah, and a Lieutenant Herzer— 
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He-r-z-e-r—of the Air Training Command, Randolph, Tex., concern- 
ing call contract followup details. And he makes similar contacts 
with Major Vanik’s group in the local Air Force plant representative’s 
office. As contract administration assistant A, which is his job title, 
in summary he provides administrative and clerical support involv- 
ing the collection of data as basic information for senior contract 
people with which to make decisions prior to contract negotiations. 

He has nothing to do with the actual negotiation of statements of 
work, price, or scheduling, and has never left the Seattle plant com- 
plex in the accomplishment of his present assignment. 

Mr. Courtney. What is his salary, Mr. Huleen ? 

Mr. Hueen. Just a second. 

Carpenter is employed at a base salary of $114. 

Mr. Beaty. Per week. 

Mr. Huxeen. Per week. 

Mr. Courtney. $114 per week ? 

Mr. Huteren. Per week. 

Mr. Courrnry. Now, when you say a base salary, are there some 
additions to this salary ? 

Mr. Iluteen. We have an incentive compensation 

Mr. Courtney. Oh, you are speaking incentive. 

Mr. Huteen. Plan which will provide some nominal percentage 
addition to this. What it is in this case specifically I don’t know. 

Mr. Courrney. But that, of course, would be made up annually? 

Mr. Hutren. That is right. I have his work history, in case you 
would like that. 

Mr. Courtney. His work history. Yes, I think we might use that 
for the record. 

Mr. Hv een. All right. 

Mr. Carpenter was originally hired on June 20, 1957, as a student 
engineer for summer only in our industrial engineering department 
in our transport division. 

He was on an educational leave of absence from September to 
December of that year, when he returned as a production controller 
C—this is an hourly rated job—in the production engineering depart- 
ment. Back again on leave of absence from May until August of 1958, 
xg he returned again as a production controller C, an hourly rated 
job. 

In September of that year he became an investigator on procedures 
on the second shift in the production department, and he maintained 
accountability and expedited equipment from receiving stores to in- 
stallation on the commercial airplane during this assignment. 

Then in April of this year he was transferred to his present assign- 
ment in the pilotless aircraft division as a contract administration 
assistant, which is a nonsupervisory job. 

Mr. Courtney. Thank you very much, Mr. Huleen. 

Now, a question of either of the three of you who is competent to 
answer it. 

_On the matter of the allowability as a cost allowance of your incen- 
tive, what is the situation at Boeing? You have contracts, I believe, 
with more than one service. 

Mr. Beaty. Yes, sir. It is mostly with the Air Force. 
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Mr. Courtney. Mostly with the Air Force. What policy have you 
experienced ? 
Mr. Beaty. I am not competent to answer this. 


This question has been in controversy with the Air Force and our- | 


selves. At the present moment I can’t tell you the status of it. 

Mr. Courtney. So far as you know it is still in controversy ¢ 

Mr. Beaty. Yes. That is handled by our vice president, finance, 
whom I am not associated directly with. 

Mr. Courtney. But you have to have general acquaintance with 
the fact that the question has not been resolved. 

Mr. Bratt. I believe that is true. 

Mr. Courrney. As of this time. 

Mr. Beaty. Right. 

Mr. Courtney. Now, with respect to the allowability of dues paid 
to various organizations, such as Aircraft Industries Association, the 
Air Force Association, the Navy League, and Association of the 
Army—lI don’t know whether you belong to all of them or not—what 
is the situation at Boeing as to the allowability of these dues against 
Government contracts? 

Mr. Beau. Certain of these are allowed, and some are not. 

Most of these—like the A.I.A., that is a trade association, and I 
believe that is allowed. 

I can’t answer about the Air Force Association, although we do 
belong tothat. I think that one is allowable. 

Mr. Courtney. There has never been any contest on that subject? 

Mr. Brau. Not that I know of. 

Mr. Courtney. Between the company and the Government, so far 
as you are aware? 

Mr. Beatu. Not to my knowledge. 

Mr. Courtney. Mr. Chairman, I think those are the questions I had. 

Mr. Hésert. Mr. Hess? 

Mr. Hess. No questions. 

Mr. Héserr. Mr. Price? 

Mr. Price. No questions. 

Mr. Héperr. Mr. Gavin? 

Mr. Gavin. Well, I note, Mr. Chairman, that they sent in a new 
team this morning. What happened to Mr. Allen or Mr. Skeen, that 
they are not here today ? 

Mr. Beaux. Well, Mr. Allen had just returned from a long trip to 
Australia and I had to come here on other business. We usually 
arrange it so either Mr. Allen or myself stay in Seattle, and since 
he had just returned and I was coming here anyway he decided I 
would appear before you. 

Mr. Gavin. Now, how many vice presidents does Boeing have, I 
might ask you, Mr. Beall ? 

Mr. Beat. I can’t tell you right off, but I can name them. {Ad- 
dressing associate :] Do you know ? 

Mr. Hutzen. No. I would have to count them, with you. 

Mr. Breaux. There must be about 15, I would say. 

Mr. Gavin. Fifteen. What are you? 

Mr. Beau. Iam the senior vice president. 

Mr. Gavin. And in what capacity do youserve? 

Mr. Beaty. My job isan operations job. 
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Under me, we conceive, design, sell, build and deliver the product. 

Mr. Gavin. May I ask you to give us the volume of business, con- 
tracts secured by Boeing for the year of 1957 ? 

Mr. Bratt. | don’t have that information with me, but I can get it. 

Mr. Gavin. And 1958. And what you have for 1959. Maybe—— 

Mr. Beaux. Our background as of the moment 

Mr. Gavin. Yes? 

Mr. Bratu. The military backlog, mostly Air Force, is approxi- 
mately $1,500 million. In addition we have approximately $800 million 
incommercial orders for 707’s. 

Mr. Gavin. $1,500 million. You have about $800 million, you say? 

Mr. Beary. Right. 

Mr. Gavin. Well, the figures we had, when you ran that advertise- 
ment that time—you know about the Boeing—the Bomare? You 
better get up, as vice president, on your figures here. Because I think 
the figures that were given to us at that time—and we presumed it 
was principaly for air and missiles—was $2,130 million of Govern- 
ment contracts. 

Now, you say it is $1,500 million and you have $800 million com- 
mercial, What is it? 

Mr. Brauy. Well, it is what I told you. 

We are delivering B-52’s at 11 a month, and we are delivering 
KC-135’s at 15 a month, and we are delivering commercial airplanes 
at nine a month. And this represents a terrific reduction in your 
backlog every month. 

Mr. Gavin. Well, this was June 10. So you have dropped off from 
two billion one to one billion five, or about 600 million in deliveries. 
You evidently haven’t secured any business. Certainly you must 
have gotten some new contracts in the meantime. 

What do you actually have now? You are in a position to know 
exactly what volume of business you have on the books. 

Mr. Breau. I don’t think that the figures you have—— 

Mr. Gavin. Approximately. 

Mr. Beaui. Were given by us. 

Mr. Gavin. What? 

Mr. Beau. I don’t think the figures you have were supplied by 
Boeing. 

I can give you the exact figure as of the 31st of December 1958. And 
Ican give you very close to what it is today, which I have already done. 

Mr. Gavin. All right, give us very close to what it is today. 

Mr. Bratt. One billion, five hundred million for military orders, 
and about $800 million for commercial orders. 

Mr. Gavin. Well, when you get back again check the $1,500 million. 
Because we were of the opinion that it was $2,130 million. 

Now, what I would like to find out: This Bomare ad which ap- 
peared—I had the wrong sheet. It is dated May 27. Did you or 
any of the personnel of your company discuss this proposed advertise- 
ment at the time you ran it with the Department of the Air Force? 

Mr. Brat. I did not discuss it with them and I don’t believe any- 
one in our company did. 

Mr. Gavin. What do you other two gentlemen say? You are in 
personnel and public relations. Public relations ought to speak up 
on that. 
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Mr. Mansriewp. Yes. 

Mr. Gavin. That is a very important piece of advertising, wouldn’t 
you say ¢ 

Mr. Mansriexp. It is in my field. 

Mr. Gavin. It costs $2,250. And it is for one particular objective, 
and that is to sell, at the particular time when the argument was up 
between the Nike-Hercules and the Bomare. It seems awfully strange 
that you would come out and invest $2,250 to sell Bomare here in 
Washington. And there is only one customer you have. And that 
is the Federal Government. Unless you were trying to influence 
somebody else’s thinking in behalf of the Bomarc over the Nike- 
Hercules. 

And I wonder if you wouldn’t—because it is very important. I 
wonder if some of your personnel might have discussed this with 
the Department of the Air Force? That is what I would like to 
know. 

Mr. Bratt. I don’t 

Mr. Gavin. And if you did, with whom ? 

Mr. Brau. So far as I know, we did not discuss that particular ad 
with anybody inthe Department of Defense. 

Mr. Gavin. Did you discuss any advertising on any particular air- 
craft or missile with the Department of Air Force previous to running 
the advertisements ? 

Mr. Mansrtexp. I think that the Committee and Mr. Gavin have 
taken quite an interest in this ad, and perhaps it would be a good thing 
to go into the background of it a little bit—if you would be interested / 

Mr. Gavin. That isn’t the question. I am asking you a question. 
Answer that, and then you go into philosophizing on it if you care to. 

Mr. Mansrievp. All right. 

Mr. Gavin. I say, did you or any of the employees of Boeing discuss 
this or any other advertisements that you may have run in connection 
with aircraft or missiles or weapons ? 

Mr. Mansrievp. Yes. 

Mr. Gavin. Yes. 

Mr. Mansrietp. But I did not personally. 

Mr. Gavin. But Boeing has. Maybe you wouldn’t get into the 
details of it. 

Mr. Mansrietp. No. 

Mr. Gavin. But you are in position to say ? 

Mr. Mansriewp. Yes. 

Mr. Gavin. And you admit that they do? 

Mr. Mansrrexp. Yes; yes. 

Mr. Gavin. All right. Go ahead now. What did you want to say? 

Mr. Mansrievp. Well, I would like to respond to any questions that 
are in the committee’s mind, but I think it might be helpful to try 
to see the overall picture. I know quite a little bit of focus has been 
attentioned to this particular advertisement, and I can well under- 
stand why. It was a matter of timing. 

I think that the timing turned out to be unfortunate, in that it evi- 
dently conveyed an impression other than what was intended. 

Mr. Gavin. There were quite a few Members of Congress who were 
interested at that particular time. 
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Mr. Mansrrievp. In this way. I will explain it. This ad was part 
of a series, which I would be glad to go into later. But this par- 
ticular ad was released and cleared on the 20th of May. I happened 

ersonally to have been on a leave of absence. I didn’t handle this one, 
ut Iam familiar with the series. 

Mr. Gavin. Maybe it wouldn’t have appeared if you were there. 

Mr. Mansrietp. Pardon ¢ 

Mr. Gavin. Maybe it would not have appeared at that particular 
moment, if you had been there ? 

Mr. Mansrietp. Well, I can’t comment on that, because I wasn’t in 
on this particular ad. So I don’t know just what all of the discus- 
sions were involving it. 

But I think you, yourself, will see that there was good reason for 
running it, if I could have a chance to tell you what went before? 

In any event, as to timing, the ad was released on the 20th of May, 
and then on the 22d and 23d there broke out into the press this big 
controversy. 

I have some clippings here, in which what had been a less visible 
but very active controversy between the two services involved sud- 
dently broken out into the press. 
| So when the ad appeared everyone construed that it had been in- 
tended to be a hot insertion in the middle of this controversy, whereas 
actually it was a part of a long planned series. 

Now, my reason for feeling that it was timing that made this par- 
ticular ad objectionable is that there was a precisely identical ad a 
week before, giving the same type of information about subcontrac- 
tors in behalf of the competing weapons systems, and to my knowl- 
edge this ad has completely escaped notice or criticism. 

Mr. Gavin. Well, why—may I ask you this question ? 

Mr. MAnsrtevp. Yes. 

(Mr. Hébert aside to Mr. Gavin.) 

Mr. Gavin. Yes. 

Why would the ad appear? You only have one customer and that 
isthe Federal Government. 

Mr. Mansrietp. Now that we have discussed the subject of timing, 
/ we will go now into the subject of military advertising as a whole. 

Mr. Gavin. Pardon me for interrupting you. 

Mr. Mansrretp. Yes. 

Mr. Gavin. What was this ad that you showed? I thought it was 
the same ad as this one here. 

Mr. Mansrtetp. No,no. This is by our competitor. 

Mr. Gavin. Yes. 

Mr. Mansrtevp. And it appeared a week before. And you have 
been waving our ad before the Committee consistently. 

Mr. Gavin. What paper is that ? 

Mr. Mansrievp. And this one has escaped notice. That is my point. 

Mr. Gavin. What paper was that ? 

Mr. Mansrietp. The very same paper, just 1 week previously, on 
| the same subject. . ! 

Mr. Gavin. The paper I have here is the Washington Post and 
| Times Herald. 
' Mr. Mansrietp. That is the paper this was in. 
| Mr. Gavin. Yes; it evidently did escape notice. I am glad you 
| called it to our attention. 


| 
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Mr. Mansrie.p. So I am just indicating that the timing that worked 
out on our particular insertion was what gave it a different connota- 
tion in some people’s minds than was originally intended. Because 
this advertisement had, a week earlier, no such connotation. 

Mr. Gavin. Who, may I ask, in the Air Force do you discuss these 
matters with ? 

Mr. Mansrtevp. I have never discussed these ads with anyone. 

Mr. Gavin. Not you, but you did admit that you do discuss 





Mr. Mansrtevp. The discussion that had taken place was earlier | 


in the series, and it was an informal discussion. I think it would be 
correct to say that the Air Force was glad to see advertising in behalf 
of the Bomare missile because there had been so much misinformation 
stated verbally and published in connection with this controversy 
bet ween the two services. 

Mr. Gavin. Well, give us the names of the people or what depart- 
ment of the Air Force that you 

Mr. Mansrrevp. That would be 

Mr. Gavin. What? 

Mr. Mansrietp. The only contacts that we have are with the public 
information department, with whom we deal in clearing information 
that we publish. 

Mr. Harpy. Will the gentleman yield ? 

Mr. Gavin. Yes. 

Mr. Harpy. Did I understand you to say that the Air Force was 
glad to see this ad? Wouldn’t that mean, then, that the Air Force 
actually encouraged it ? 

Mr. Mansrretp. I wouldn’t know—I won’t say they encouraged it, 
but I would say it is evident that they would be glad, in my opin- 
ion 

Mr. Harpy. How do you know they were glad? You made that 
statement. 

Mr. Mansrie.tp. Pardon me? 

Mr. Harpy. I understood you to make the statement that the Air 
Force was glad. How do you know they were glad ? 

Mr. Mansrtevp. I said in my opinion they were glad. 

Mr. Harpy. You have no knoweldge of that other than an opinion? 

Mr. MansFie.p. Not any personal knowledge. But—— 

Mr. Harpy. Didn’t you learn through any of your people? Didn't 
anybody in your organization tell you they had discussed it with the 
Air Force and the Air Force was happy about it / 

Mr. Mansrtevp. Well, let me put it this way. The advertising had 
appeared, and we have continual contact with the public information 
people in the Air Force, and this would be an informal impression 
that you would gain that they were glad to see this advertising in 
behalf of the Bomare product. 

Mr. Gavin. And at the same time it would create a lot of goodwill 
for you, in view of the fact—as I understand it, Boeing had about 9.8 
percent of all the defense business. You are doing about everything 











ete can to create goodwill with the people who are placing this | tion th 


yusiness. 
Mr. Mansrtevp. No, sir. The purpose of this—— 
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Mr, Gavin. At the time this particular ad ran, you had 2130 thou- | made ¢ 
sand dollars’ worth of business on the books, or $2,130,000,000. And | sand ti 


44 








RETIRED PERSONNEL IN. DEFENSE INDUSTRY 573 


ed | [ presume that your executives—although we think it is very unwise— 
a- | thought that this would create a lot of good will with the Department 
se of the Air Force, to give practically a full-page advertisement on the 
Bomare. 
s¢ = =9Mr. Mansrrevp. May I answer the question ? 
Mr. Gavin. Now, let me continue. 
Mr. Hésert. Let him answer the question. 
3 a | Mr. Hess. Let him answer the question. 
ler Mr. Gavin. I want to continue, and then you can answer. 
be Mr. Hésert. Let him answer. 
lf | Mr. Gavin. All right. 
on | Mr. Mansrrecp. The answer to the question is that this ad—or no 
rsy | Boeing ad was inserted for the purpose of creating good will. The 
purpose of these advertisements was to provide information that we 
rt- felt was needed in order to provide, in this ease, anyone who was in- 
' yolved in the making of these military decisions, with the proper 
information to do so, so that they might be—that is, so decisions might 

_ bebased on knowledge rather than on bias. 
lic | If you would be interested, I can indicate why it was we felt that 
lon | advertising was needed. 

This is a free country. and this is in the tradition of competition. 
When we feel that our product provides the most effective type of 
defense to meet a particular problem, and if someone is providing the 
vas people who make the decision with contrary information, we feel that 
ree itis not only in the interests of our employees and our company, but 
_ } also in the interests of the people of the United States of America 
Lit, | Mr. Gavin. That is all right. 
yin- | Mr. Mansrietp. That we give them this information. 

Mr. Gavin. Right on that point now. 
hat | Mr. Mansrrevp. Yes. 

Mr. Gavin. But the American taxpayer is the one that is paying 
_ | forit. If Boeing wanted to sell any particular weapon to the Ameri- 
Air an people, the question is whether or not this enters into the produc- 

tion cost. It is ultimately paid for by the American people. 

Mr. Mansrietp. No; no. 
ont Mr. Price. Will Mr. Gavin yield for just 1 second? 

Mr. Gavin. Yes; I willbe glad to. 
dn’t | Mr. Price. That is a very interesting position to take. Aren’t you 
the | expecting quite a great deal from the public, just to make technical 

_ decisions based on advertisements in newspapers ¢ 

had = Mr. Mansrre.p. Well, strangely enough, many of the most impor- 
tion tant decisions in the defense of our country are not made by military 
sion technicians. They are made in the Congress of the United States. 
g in And the Bomarc-Nike decision is one such decision. 

Mr. Price. But they are not made that loosely, on the basis of an 
iwill ad that is run in the newspapers. 
t 9.8 Mr. Mansrreip. On the contrary 
hing Mr. Price. They are based on examinations, and technical informa- 
this | tion that you get from technical people. 

Mr. Mansrrevp. On the contrary, may I cite some examples that 

will show you that this is the case? Here is one Congressman who 

hou- made this statement in a publication: “Bomare defense costs a thou- 
And | sand times as much as Nike.” Now, our cost statisticians estimate that 
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the Bomare defense system provides twice the defense for half the 4, 
money. é Phil 
Mr. Price. But that is not the point. ie 
Mr. Mansrtetp. And also it provides this, using one-seventh of the inorit 
people. ete has be 
Mr. Price. That isn’t the point. tthe 
Mr. Mansrietp. That is the type of misinformation that it was ~ yo 
necessary to use advertising to combat. And when this advertising iia 
series was conceived it was for the purpose of showing primarily the the p 
cost effectiveness of the Bomare system because people were misled. I P 





. : it at a 
will quote another Congressman nna 
Mr. Gavin. Wait a minute. Why didn’t you sell that to the Secre- Sh 
tary of Defense and the Joint Chiefs of Staff, rather than doing it  jco a 
yourself / publi 
Mr. Bratt. May I answer this? So 
Mr. Gavin. Yes. ane 
Mr. Beau. The Secretary of Defense had a committee appointed to rake 
study the comparison of these two weapons. This Committee re- MWe 
ported through Dr. York and reported favorably on the Bomare ;, oo) 
missile. Then it became a matter of discussion between the Bureau sales 1 
of the Budget, Mr. McElroy, and Congress. <All right. When you oar 
have that kind of an answer, and the Furness Committee told us what pall 
their conclusions were, we felt that in the interests of the Government one) 


we had to tell our story. om 
Mr. Gavin. Let’s not get into the respective merits of the weapons 


‘agit : : a ; try to 
and the missiles this morning. That is not the purpose of my ques- yore 
tion. = inforn 

Mr. Mansrievp. But that was the purpose of the advertising to isdon 
bring out. Mr. 
Mr. Beart. That was the purpose of the advertising. Mr. 


Mr. Gavey. Yes; advertising, which in my opinion was to influence yy). 
the people and the Members of the Congress during this controversy. ing ai 
And the other question I want to know is: Who pays the bill? partm 

Mr. Beaty. May I interject a little philosophy here / ad. of. 

You get paid by the taxpayers and after you get your money and jf, 
pay your income tax, what is left you feel is yours and not the tax- yy. 
payer's money, I am sure. Mr. 

Well, this is exactly what happens to us in our company. We get | Mp. 
paid by the taxpayers for goods delivered, and we hope we do a real be tak 
good job on that. But we do make some profit because the profit Now, ; 
motive isthe American way. All right. After we have paid the taxes  yheth 
due on that, the profit is ours and we can do what we want to withit. yy 

We paid for that ad out of our profit, and the Government and the qetern 


taxpayers did not pay 1 cent of it. countr 
Mr. Gavin. It is not going into production cost. , Mr. 
Mr. Brau. No, sir. Mr. 


Mr. Mansrretp. May I comment on another part of his question, Mp. 
that he just asked and that Mr. Beall just responded to? He indi- to hay, 
cated that he felt the purpose of this advertising was to influence. | Mr. 

I would like to state that the Boeing Co.’s policy ever since I have ‘this ac 
been with the company has been to sell its products on the basis of was a] 
merit. campa 
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Mr. Allen, and before him Mr. Egtvedt, former president, and Mr. 
Phil Johnson, before him, always enunciated this policy throughout 
the management; that we sell on merit and if our product doesn’t 
merit the contract, then we don’t deserve to have it. And this policy 
has been carried out to the extent that our company has been backward 
inthe use of what you call influence. 

Now, the purpose of advertising, which is my particular interest, is 
to use the American way—the press—in order to put facts before all 
the public. It is not a matter—there is nothing underhanded about 
itat all. Anyone can read the ad and if an ad backfires, like this one 
apparently did, that is our hard luck. But I would certainly defend 
in this country, in this competitive system, any company’s right to 
use advertising when it feels that facts need to é brought before the 
public. 

So that it was not for the purpose of influence, but it was for the 
purpose of overcoming an influence which was negative to our position 
previously. ‘That was the reason we used this advertising. 

We don’t use very much military advertising. In most businesses— 
in consumer businesses you will spend maybe 3 to 5 percent of your 
sales for advertising. In our business it much less than that. We last 
year, I think, spent, overall, five one-hundredths of 1 percent. But 
in our military advertising or our defense advertising, we spent five 
one-thousandths of 1 percent. 

So we don't have much defense advertising. The part we do is to 
try to keep people informed. And I believe the Congress, themselves, 
where they are spending public money, would like to have people 
informed generally about the progress of defense contracts. And this 
isdone ina small way. 

Mr. Gavin. Let’s get back to this question. 

Mr. MansrFie.p. Yes. 

Mr. Gavin. Supposing you are going to prepare a page of advertis- 
ing and your department at Boeing considers the matter. What de- 
partment at Boeing considers the matter, in the preparation of that 
ad, of a page of advertising ? 

Mr. Mansriectp. We have an advertising department that 

Mr. Gavin. Well, who is in charge of your advertising ? 

Mr. Mansrrevp. Mr. Carl Cleveland is directly in charge. 
Mr. Gavin. All right; Carl Cleveland. He is in charge now, and 
he takes the proposal under advisement, develops it, and gets it ready. 
Now, then, whom do you take it up with in the Air Force to ascertain 
whether it is 

Mr. Mansrieip. We take it up with Security Review personnel to 
determine if there is any matter that involves the security of the 
country. 

Mr. Gavin. And who else do you take it up with over there? 

Mr. Mansrtetp. That is all. 

Mr. Gavin. Well, you say that you thought the Air Force was glad 
tohave you torun this advertisement. 

Mr. Mansrievp. I think—it is obvious they would be glad, because 
this advertising was going on ovér a series of several months and it 
was about the only thing that was countering this rather concerted 
campaign in behalf of the other equipment. And it became an inter- 
service battle. And I think the Air Force leaned over backward to 
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keep from violating any of the Secretary of Defense’s request that | peJea 
they stay out of the battle. ad ay 
Mr. Gavin. Is there anybody else in the Air Force you take it up| yy 


with other than Security Review ? I thi 
Mr. Mansrietp. Not tomy knowledge. | the h 
Mr. Gavin. I have no further questions. appe 
Mr. Héperr. Mr, Hardy. san 
Mr. Harpy. Thank you, Mr. Chairman. I want to just clear up jhe } 
one or two things in connection with this ad. Mr 
Mr. Mansrievp. Yes, sir. Mr 


Mr. Harpy. I gather from your statement that the ad wasade py, 
liberate effort to offset the Nike ad that you referred to? 


et . migh 
Mr. Mansrievp. No. The series of advertisements was a planned ,o¢ . 
program to make public the facts at a time when the public and, asa jejat, 


result, the Congress, was being confused as to the relative merits of — yy, 
the Nike system and the Bomare system. Mr 

Mr. Harpy. Then I must have misunderstood your testimony be- yyy 
cause I very definitely understood you to attribute the appearance of ya. y 
this ad at the time to the appearance of that Nike ad a weekearlier, | jn. y 

Mr. Mansrievp. No, sir. I said that the ad was released on the 20th yyy 
and that a couple, 3 days later the thing developed into a controversy. | jh. N 


Then at another point in my testimony I stated that the Nike ad ap- | 5 da 
peared about a week earlier. Mr 
Mr. Gavrx. What is the date of that? Mr 


Mr. Harpy. That is what I understood. But I also understood you | omni 
to indicate very clearly—and I believe the record is going to support) yy, 
this observation—that there was a definite relationship to the appear- jpont 
ance of the Nike ad and to the appearance of this ad. 


Mr. Mansrievp. Well, the relationship was a time relationship. _ 
Mr. Harpy. That is exactly what I am talking about. tienes 


Mr. Mansrietp. But not. the case of the relationship. Mr 
Mr. Beaty. He had no knowledge that that ad—or we had no knowl- yy, 
edge that that Nike ad was going to be published. We never sawit ,.. .. 


md ; and r 
until it came in the paper. Mr 
Mr. Harpy. I understand that. Mr. 
Mr. Beaty. And we had already placed our ad. Mr. 
Mr. Harpy. You already dase your ad before the Nike ad ap yy, 


peared ? 


Mr. Mansrievp. Well, this series of advertisements had been in the’ — 
works for some time. pred 
Mr. Harpy. What was the date the Nike ad appeared ? Mr 
Mr. Mansrtevp. I don’t have the exact date. But I think it wa 4..." 
about the 19th or 20th of May. just by 
Mr. Gavin. And this is May 27. Mr 
Mr. Mansrietp. You may have it, if you wish. You can look it up. giote 
Mr. Harpy. I am not concerned with that. I am merely trying to 4 Mr 


pursue your own testimony to see if I can understand just exactly yy, 


what went on here. Mr 
Mr. MansFietp. Yes. Powel 
Mr. Harpy. I understood you to say that the Nike ad appeared about " y,.. 

a week before you released the Bomarc ad. ‘ 


Mr. Mansrtetp. About a week before ours appeared in the paper, eept h 


Mr. Harpy. Then is it your testimony that the Bomare ad was no" },,. 
| + . 
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released at the time—had been released prior to the time that the Nike 
ad appeared? ‘That is what I want to get at. 

Mr. Mansrievp. No. I think it was about the sametime. I have— 
I think there is already i in the record of this committee a letter giving 


‘the history of this, which stated that this ad had been scheduled to 
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appear earlier. The final ad insertion in these series of four adver- 
tisements was delayed because of Mr. Lyle Wood’s appearance before 
the Hébert committee. 

Mr. Harpy. So we are getting blamed for that now. 

Mr. Mansrretp. Yes. | Laughter. | 

Running of the ad at this time, as it was scheduled, we thought 
might have resulted in misunderstanding. So, you see, the company 
was sensitive to not wishing to have it appear that it was directly 
related. 

Mr. Harpy. Just one question that I was trying to clear up. 

Mr. Mansrretp. Yes, sir. 

Mr. Harpy. It may not be important, but I thought it was, and that 
was whether the release of the ad on Bomare preceded the Nike ad in 
the Washington Post ? 

Mr. MansFietp. I just don’t—nobody ever gave me the exact date of 
the Nike ad. I have handed you the only copy that I have, and it has 
no date written on it. 

Mr. Harpy. Well 

Mr. Mansrievp. But that is a factual matter that can easily be de- 
termined. 

Mr. Harpy. I should think so. Now, you have been testifying 
about the release of this ad. In the beginning of your testimony in 
this connection you stated that you were not—I believe you said—in 
the country, or certainly you were not on duty in your office at the 
time the decision to release this ad was made? 

Mr. Mansrievp. That is right. 

Mr. Harpy. So, then, your knowledge of it is of a general nature 
and relates to the overall program ¢ 

Mr. MansrFrevp. That is right. 

Mr. Harpy. Rather than to this specific ad. 

Mr. MansrieLp. That is absolutely correct. 

Mr. Harpy. So that any opinion which you have expressed or any 





statement which you have expressed with respect to the release of 


this particular ad was based on general knowledge and not on what 
actually transpired ¢ 

Mr. Mansrievp. That is correct. And as to the precise timing 
there, if you are interested, it would be an easy matter to determine 
just by asking the Washington Post when that ad appeared. 

Mr. Haxpy. Well, I wrote—that can be done. But I wrote this 
quote down as you said it. You said, “I wasn’t in on this ad,” I think. 

Mr. Mansriexip. That is correct. 

Mr. Harpy. Now, who was? 

Mr. Mansrrevp. Our advertising manager, as I stated, is Mr. 
Cleveland. 

Mr. Harpy. What. officer—— - 

Mr. MansrFrevp. He probably would have been here testifying, ex- 
cept he has been out of the country for several weeks on business. 

Mr. Harpy. Would this, or would it not, have been cleared with an 
officer of the company # 
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Mr. Mansrtetp. Oh, yes. | Mr 
Mr. Harpy. Well, what officer of the company, then, would have! My 
given his approval on it? What officer of the company did, in faet, _ernm 





give approval of it ? | Mi 
Mr. MansFIELp (addressing associate). Did you see those 
(Mr. Beall nods negatively.) No 
Mr. Mansrievp. Mr. Allen, I think, did, I am sure. I don’t know | orror 

whether he saw the actual ad, but he was aware it was going in. Boel! 
Mr. Harpy. Wouldn’t the ad have been cleared by an officer of the how 

company ¢ ama 


Mr. Mansrievp. Not necessarily, but these ads were. Mr. Lyle the p 
Wood is an officer of the company. He is the general manager of the with 
Pilotless Aircraft Division. the b 

Mr. Harpy. Did he select the timing of this ad ¢ It 

Mr. Mansrietp. No, sir. The timing came about in the way I have - jittle 
just described. It was originally scheduled earlier, and it was post- plant 
poned because of his own appearance before the Hébert committee. ~ Mr 

Mr. Harpy. Then it is your testimony that the appearance of the  ¢onsi 
Nike ad had nothing to do with the timing of this ad / on th 

Mr. Mansrieip. Well, my testimony was that the reason that I say And 
timing was the cause of the ad being misinterpreted was because the = Mr 
Nike ad appeared earlier and was not so misinterpreted when it was this - 
on an exactly similar theme. And I must add to my testimony that 1) know 
feel the Nike ad was an entirely proper ad, in behalf of the proponents! My 
of that system. Mr 

Mr. Harpy. Well, let me ask you this, and I am just wondering if) corre 
actually the controversy didn’t arise because one immediately followed = Mr 
the other. Now, you had had Bomare ads previously and they didn’t = Myr 


evoke any particular controversy; isn’t that right ¢ Mr 
Mr. Mansrievp. That is right. That is what I am trying to bring Carp 
out. La 


Mr. Harpy. Is really the key to this question the fact that appar-| that 
ently there was a deliberate effort on the part of Bomare to sell its) jn ne; 
products as contrasted to Nike, and to get into this controversy and to) Mr 
put pressure on the Congress? Now, isn’t that what really was the for t] 
purpose of this ad ¢ Mr 

Mr. Mansrievp. Almost the contrary was true. There had been Mr 
so much pressure on behalf of the Nike that it became necessary, in our, Mr 
opinion, to use advertising space to make clear the essential facts. 1 assist 
might comment on the background reason for telling about subcon- = Mr 
tractors. At least, earlier in the discussion of this particular adver- Mr 
tising, when I was participating with it, this was our reasoning for pared 
participating in it. ort 

It is simply this. As indicated by questions earlier in this session, Mr 
some considerable importance is placed by committees such as yours on) Mr 
the volume of business that certain defense contractors have. And 4) true « 
company like the Boeing Co., because it has been able to develop effee- to use 
tive products, ends up among those that thave the largest percentage) Mr 
of business. tors t 

Mr. Gavin. You might add right there, too, effective products “with) Mr 
the aid of Uncle Sam.” | ple to 
Mr. Mansrieip. Yes, sir. Mr 
Mr. Gavry. Who has participated all the way along. | 
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Mr. MansFiexp. I am very glad you added that. 

Mr. Gavin. Give the Government a little credit. Give the Gov- 
ernment a little assist. 

Mr. Mansrtevp. Yes; I agree. We have ended up being among 
those who have a large share of the defense business. 

Now, it is quite easy for the public or the Congress to jump to the 
erroneous conclusion that these billions that are cited all go to the 
Boeing Co. So we think that it is important that people are informed 
how this program works, when we serve largely in the capacity as 
a manager and bringing up the efforts of many companies. And if 
the people knew that and understood that, they perhaps wouldn’t view 
with quite such alarm the fact that a company has such a share of 
the business. 

I think there are some programs that we have where we have very 
little of the work in our own plant. Almost all of it is done in other 
plants. But we have this managerial capacity. 

Mr. Harpy. That is a subject in itself which could be discussed at 
considerable length. But I don’t want to get into that very far. And 
on this question of the advertising, I am ready to rest for the moment. 
And I want to return 

Mr. Gavin. Just before you get off that. Mr. Allen did approve 
this particular advertisement, you said a minute ago. Just so we 





| know it went right to the top for final approval. 


Mr. Mansrtetp. I hope I am correct in that, but I think I am. 

Mr. Gavin. That is what you said, anyway. We assume you are 
correct. 

Mr. Mansrietp. Yes; I think I am. 

Mr. Gavin. All right. 

Mr. Harpy. I wanted to make a few other inquiries about Mr. 
Carpenter that was discussed when I first came in. 

I am sorry I missed a part of that discussion. But I understood 
that Mr. Carpenter prepared materials for the negotiators to use 
in negotiation ; is that correct ? 

Mr. Hunren. Yes. He provides some assistance in gathering data 
for the negotiators to use. 

Mr. Harpy. Well, now, you said “some assistance.” 

Mr. Hvurtren. Pardon me; I didn’t hear the question, sir. 

Mr. Harpy. I understood you to say, then, he provided some 
assistance ? 2 

Mr. Huren. Some assistance; yes. 

Mr. Harpy. Now I thought the testimony earlier was that he pre- 
pared the material that was used by the negotiators. Am I incorrect, 
or it that a correct statement ? 

Mr. Hureen. Let me read—— 

Mr. Harpy. Well, I am not concerned about your reading. Is it 
true or isn’t it true that he prepared the material for the negotiators 
to use ? 

Mr. Hv.een. He provides some basic information for the negotia- 


_tors to use, for the senior contract people to use. 


Mr. Harpy. He prepared the material for the senior contract peo- 
ple to use; is that correct ? 
Mr. Hutren. Yes. 
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Mr. Harpy. All right. Now, it doesn’t make any difference what 
is in your statement. I was trying to understand what is the actual 
situation. Now, he prepared the material for them to use in negotia- 
tions with whom? Air Force negotiators ? 

Mr. Hueen. Yes. 

Mr. Harpy. Now—and is it your testimony that he did not par- 
ticipate in any negotiations / 

Mr. Huteen. I testified that upon one occasion he did attend a 
meeting between our Pilotless Aircraft Division contract administra- 
tion ande the Air Force concerning a particular Bomare training pro- 
gram. 

Mr. Harpy. Can you testify additionally that he did not discuss 
these negotiations with contracting officers or other Air Force officers 
outside the negotiating room ? 

Mr. Houueen. I further testified that he did talk to a civilian buyer 
at Ogden, Utah, by the name of Mr. Mason, and also a Lieutenant 
Herzer of the Air Training Command, regarding some contract fol- 
lowup details in our own plant representative office. 

Mr. Harpy. You testified to that earlier? 

Mr. Hueen. Yes. 

Mr. Harpy. But I was asking you another question and, before I 
sa 5g the question, what was Mr. Carpenter’s rank in the Air Force? 





{r. Huteen. He was not in the Air Force, according to my record— | 


just a second, please. He was a lieutenant colonel in the U.S. Army. 

Mr. Harpy. He was a lieutenant colonel in the Army. And when 
did he retire from the Army ? 

Mr. Huteen. I don’t have his retirement date. 

Mr. Harpy. Doesn’t your record show that ? 

Mr. Huween. No; it does not here. He was employed by us in 
June of 1957. 

Mr. Harpy. Immediately after he was separated from active duty? 

Mr. Huteen. This, I do not know. 

Mr. Harpy. Who employed him ? 

Mr. Huteen. What? 

Mr. Harpy. Whoemployed him on your behalf? 

Mr. Hutren. He was employed in our Transport Division. 

Mr. Harpy. Did you know that the committee was going to ask 
you questions about Mr. Carpenter ? | 

Mr. Huteen. Not specifically; no. As I reported earlier, the wire 
from the committee reached Seattle after I had left for Washington 
yesterday. My office provided me with a statement as to Carpenter's 
specific duties and his work history with the company, which I read 
into the record just before you came, I believe. 

Mr. Harpy. Do you know why that telegram didn’t reach your 
office until after you had left ? 

Mr. Hutren No;I do not. It probably wasn’t sent until yester- 
day morning. I don’t know. 

Mr. Hézert. No. May I comment there? 

Mr. Huteen. Yes. 

Mr. Héserr. To clear up the record. Having become a little frus- 
trated on the covered wagon activities of the Post Office Department 
in delivering mail, the committee has resorted to telegrams, and we| 
find out that is horseback. 

Mr. Hureen. That is horseback ? 





Mr 
Mr 
Hule 
M1 
Mr 
Mi 
teleg 
was 1 


Mi 


ago, 
whet 
whic 
M 
my v 
M 
M 
M 
nego 
But 
of tl 
M 
M 
activ 
M 
M 
he di 
M 
it we 
Mi: 
M 
M 
did 1 
M 
M 
awft 
you 
that 
there 
M 
pent 
of te 
And 
M 





what | 


ctual 
‘otila- 


par- 


nd a 
stra- 
 pro- 


scuss 
licers 


uyer 
nant 
- fol- 


ore I 
orce ? 
rd— 
rmy. 
when 


us in 


uty? 


» ask 
wire 
\gton 
iter’s 
read 
your 


ster- 


frus- 
ment 


d we) 


RETIRED PERSONNEL IN DEFENSE INDUSTRY 581 


Mr. Hésert. As far as Western Union is concerned. 

Mr. Courtney. The Boeing Co. could not be found in Seattle, Mr. 
Huleen. 

Mr. Hvuteen. Oh, no. 

Mr. Héserr. The Boeing Co. could not be found in Seattle. 

Mr. Harpy. That is why I asked you about the delivery of the 
telegram. Because a telegram addressed to the Boeing Co. in Seattle 
was not delivered. 

Mr. Héserr. They couldn’t find it. 

Mr. Huween. Oh, boy. 

Mr. Héserr. That is the Western Union now. Of course, the post 
oftice—they can’t find people, either. 

Mr. Harpy. Do you have a policy that Boeing will not accept tele- 

ams addressed to the company, but it must be addressed to an in- 
fividual ? 

Mr. Bratu. No, sir. 

Mr. Hutren. No such policy. 

Mr. Beaty. Nosuch policy. 

Mr. Harpy. I want to return to the question that I asked a moment 
ago, returning to Mr. Carpenter. Do you have knowledge as to 
whether he ever discussed with active-duty personnel a negotiation 
which was in progress, outside the negotiating room. 

Mr. Huteen. I have no personal knowledge in this regard. It is 
my understanding that he has not participated in negotiations. 

Mr. Harpy. You testified to that. 

Mr. Hutren. Yes. 

Mr. Harpy. And I am not interested in what took place in the 
negotiating room now. Iam accepting your testimony at face value. 
But I am trying to find out what was done, if anything, on the outside 
of the negotiating room. 

Mr. Hutren. I don’t know of any such activity. 

Mr. Harpy. Do you know that he did not participate in any such 
activity ? 

Mr. Huteen. I donot, of my personal knowledge; no. 

Mr. Harpy. Do you have reason to know, either, indirectly, whether 
he did or not ? 

Mr. Huteen. Reason in this regard, that at his level of employment 
it would be most unusual if he did. 

Mr. Harpy. Well, that is not a very good basis, in my book. 

Mr. Huren. It is the best basis I have at this point, sir. 

Mr. Harpy. Then you don’t have any basis to assume that he did or 
did not. That is what I am trying to find out. 

Mr. Huiren. Yes. 

Mr. Harpy. Actually, you know as well as I do that there is an 
awful lot of the negotiation done at the lieutenant colonel level. And 
you know that there is an awful lot of influence peddled around at 
that level, among—I don’t necessarily mean improper influence, but 
there is a close relationship among officers at that level ; isn’t that true? 

Mr. Hutren. I don’t know. My staff people talked to Mr. Car- 
penter’s supervisors. Mr. Carpenter happens to be on vacation, out 
of town in California, we were told. And talked to his supervisors. 
And they report that he does not participate in negotiations at all. 

Mr. Harpy. Well, now 
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Mr. Huveen. They dug out the two things that they could recall, Mr 
and those are the ones that I reported on. | the j 

Mr. Harpy. Now, you read a message, which I presume was q| t (t 
telegram. | 

Mr. Hutren. Right. 

Mr. Harpy. Referring to certain activities of Mr. Carpenter. And, Gomen 
if my memory is correct, the telegram said he may have made certain | gupec 
calls. Is that the most explicit information that can be gotten out of | Hous 
your office concerning the activities of a man who prepared the mate fee 


rial for negotiations ¢ Atte 
Mr. Hureen. They were reaching as far as they could, and—— — 
Mr. Harpy. You must realize—— ee 
Mr. Huveen. And there was recollection that this may have Hard; 
occurred. script 
Mr. Harpy. You must realize that that is awfully poor testimony Nose 
for a witness to come in here and testify on a matter of this nature, on ‘hese 


sworn testimony. It may be the best you can, but if it is it is awfully the n 

Up 

Now, did he or did he not make such calls? You see, that just bm 
hangs the thing right up intheair. Don’t your people know? — 


+ . ° . room. 

Mr. Beatt. Now may [I interject something, Mr. Hardy ? 

Mr. Harpy. If you can answer the question, I hope you will. 

Mr. Beat. Well, I can’t answer the question. But with 65,000, M 
employees in the Seattle area, and when we get asked the question | Tt 
about one man, and we try to do it by Western Union—which you, M 
yourself, said you are not very proud of—it is a little difficult to find | Y. 
out that information on short notice. Now, if you want us to get : 
further information on that, we will be glad to get it for you. Mi 

Mr. Harpy. Frankly, I am going to insist that you get information Mi 
that we can tie it to. Boel: 

Mr. Beaty. Fine. = 

Mr. Harpy. When you come in here—and I am not suggesting that. a 


you can do any better on the basis of a telegraphic communication, if 
that is the only way you can do it. But certainly there must be the F 
somebody in that office that knows whether or not these things were 8 ' 
done. And if they weren’t, then you are not exercising as good con- ™ © 
trol as I think you would normally do. Ar 

Mr. Beaty. We will find out for you. ad hh 

Mr. Harpy. But when you come in here and make a statement, “He P 
may have made certain calls,” why, that is about as weak testimony ot 
as we can get. Just 

And from responsible officers of a company like Boeing, it isn’t very ™th 
becoming. Maybe it is the best you can do under the circumstances, Mi 
but you can certainly do better in reply to an inquiry of this kind, M 


I think. M 
Mr. Brau. I disagree with your remarks. thing 
Mr. Harpy. Well, it is not surprising. M 
Mr. Beaty. Well, I do. ques' 
Mr. Harpy. You have a perfect right to. mon 


Mr. Beaty. And I think this is a real minor case. But we will get| Boei 
the information for you. | M 
Mr. Harpy. It may be. I don’t know. And I am not making the | , M 
assumption that it is anything that is real wicked. I don’t know "5 
whether it isor not. But I am just trying to find out. | 2 


| 
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Mr. Bratt. I don’t, either. And we will find out, and you will get 
the information. 
| (The information referred to is as follows :) 

BoreIne AIRPLANE Co., HEADQUARTERS OFFICES, 
Seattle, Wash., August 26, 1959. 

COMMITTEE ON ARMED SERVICES, 

Subcommittee for Special Investigations, 

House of Representatives, 

Washington, D.C. 

(Attention Mr. John J. Courtney, special counsel). 

GENTLEMEN: During the appearance before the committee on Thursday, 
August 6, 1959, the representatives from Boeing Airplane Co. agreed to supply, 
after verification, an answer to a question posed by Committee Member Porter 
Hardy, Jr. This question may be found on page 581 of the stenographic tran- 
script of the hearings ; namely, 

“Mr. Harpy. I want to return to the question that I asked a moment ago, 
returning to Mr. Carpenter. Do you have knowlege as to whether he ever dis- 
cussed with active duty personnel a negotiation which was in progress, outside 
the negotiating room?’ 

Upon Mr. Carpenter’s return from vacation we discussed this question with 
him and his supervisors and we affirm that he has never discussed with active 
duty personnel a negotiation which was in progress, outside the negotiating 

‘oom. 

. Yours very truly, 

FRED HULEEN, 
Director of Personnel. 
| Mr. Harpy. That isfine. Thank you. 

Thank you, Mr. Chairman. 

Mr. Gavin. Mr. Chairman, may I be permitted an observation? 

You are Mr. Mansfield ? 

Mr. Mansrriebp. Yes, sir. 

Mr. Gavin. Well, you were talking about Boeing. We all agree 
Boeing has turned in a very fine performance over the years. 

Mr. Mansrrevp. Thank you very much. 

Mr. Gavin. But also let’s understand that Uncle Sam, too, has con- 
tributed greatly to Boeing, in such as the building of plants, equipping 
the plants with machine tools and other equipment, and then furnish- 
ing the money to carry on the research and development programs 
in cooperation with you on aircraft and missiles, and so forth. 

And then when the contracts are let, progress payments are made 
so your financial position is sound to continue operations. 

o I would just say, when you are talking about Boeing—Boeing in 
cooperation with the Federal Government has gotten fine results. 
Just let us know that the American taxpayers, too, have contributed 
in this great development of this great organization. 

Mr. Mansrtevp. Thank you for bringing that out. 

Mr. Gavin. Yes. 

Mr. Mansrtevp. Because in this country it is teamwork that gets 
things done. 

Mr. Gavin. Let me ask you this, if you can tell us. Answer this 
question, too. Can you tell us the amount of contracts—the amount in 
money of the contracts yet to be negotiated with the Government by 
Boeing ? 

Mr. Beaty. No, I can’t. ' 
| Mr. Gavin. Well, furnish—say, for instance—what I am trying to 

bring out in connection with what I said: The Government is paid up 
' ona lot of those contracts, and they have to be negotiated and renego- 


| 
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tiated. In the interim, Uncle Sam, maybe, has several million dollars 
that it has paid the Boeing Co. on contracts that are to be negotiated, 
In other words, Uncle Sam pays for the job, rather than wait until 
the negotiations. So you have the use of a lot of Uncle Sam’s money 
inthe interim. 

And I would like to know, just for our own information, just how 
many contracts Boeing has and the amount of money involved that 
we have paid and are yet to be renegotiated. If you can furnish that 
for the record ? 

Mr. Beaut. I don’t have it with me. But I would like to advise you 
how this works. 

We have progress payments, it is true, on our fixed-price contracts, 
And on these payments the Government holds back a certain percent- 
age and does not pay us the full amount until the contract is completed. 

This has oti us—hecause the rules, the percentages have changed 
recently—this has caused us to have some financial problems. It so 
happens that we have had to sell debentures in order to finance this 
part of the inventory, and we have borrowed on short term from the 
banks at least our net worth, which is about all a banker will loan you. 

Mr. Gavin. Well, there are lots of people do business with the Gov- 
ernment that don’t even get the chance to get progress payments, too. 
They have to finance themselves, just as you are talking. 

There is nothing unusual about what you are doing. But I just want 
to call your attention to the fact that the Federal Government is giving 
you an assist along the way. Just don’t forget to recognize that. the 
Federal Government has been very helpful and very cooperative in 
developing all our aircraft and weapons and missiles, and so forth. 
So we just wanted to bring that to your attention. 

Mr. Beauty. Well, I am glad you did. Because we feel that we are 
partners with the Government on these projects. It so happens the 
Government does not pay for all of the research. It pays for a good 
portion of it. But we sometimes do some on our own, of course. 

Mr. Gavin. I said we do. We agree with you on that. But let's 
have both sides of the picture. 

Mr. Beaux. Right. 

Mr. Hépsert. Now, Mr. Mansfield, let us return to the proposition 
of pressure. 

Mr. Mansrievp. Yes, sir. 

Mr. Héserr. That is the area that this committee is charged with 
investigating, to find out to what extent pressure or influence, good 
or bad, is brought to bear, and in which manner it is brought to bear. 

In connection with the Bomare ad and the other ad on Nike, I un- 
derstood you to say, Mr. Mansfield, there was great pressure ? 

Mr. Mansrievp. I referred to a great deal of pressure in behalf of 
the Nike program. 

Mr. Heserr. That is it. 

Mr. Mansriexp. Yes. 

Mr. Héserr. Do you know who brought that pressure to bear ? 

Mr. Mansrrevp. I would say that it was many, many partisans in 
behalf of the Army. 

Mr. Hésert. Many partisans in behalf of the Army. Now, that is 
a very general statement. Specifically, do you know of any specific 
pressure that was brought to bear by the Army in this field ? 
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Mr. Mansriexp. No, I didn’t refer to pressure on the Congress. I 
referred to misinformation that was being circulated which would 
influence the Congress erroneously. i 

Mr. Héperr. And you attempt—and you wanted to influence the 

ngress properly ¢ 
7 N Gonkechan. We wanted to correct this misinformation, 
certainly. 

I read you one such example. I would be glad to read you some 
others. Here is a Congressman that refers to the program as “a 
billion dollar” 

Mr. Hésert. What Congressman ? 

Mr. Mansrtexp. “Boondoggle.” 

Mr. Hésert. What Congressman? Identify him, please. 

Mr. MansrieLp. That happens to be Representative William E. 
Minshall—M-i-n-s-h-a-l-], Republican, Ohio. 

“A billion-dollar boondoggle.” 

I again contrast that to the cost information which we tried to pre- 
sent, that this was the most economical system for defending the 
country. 

Mr. Héserr. And you think the best method, then, Mr. Mansfield, 
is newspaper advertising to inform the public? Which in turn puts 
the pressure on the individual Congressman ¢ 

M r. Mansrrevp. Pardon ¢ 

Mr. Héserr. Which in turn would put the pressure on the indi- 
vidual Congressman to arrive at 

Mr. Mansriexp. I don’t call it pressure. I call it—— 

Mr. Héserr. You used “pressure.” I didn’t use it. 

Mr. Mansrievp. I would call it “information.” 

Mr. Hézert. You said “pressure,” not me. 

Mr. Mansrtexp. I didn’t say we applied any pressure. 

Mr. Hésert. No, no. The other people applied pressure and you 
applied information. [Laughter. ] 

Mr. Mansriep. All right, that is correct. 

Mr. Price. Mr. Chairman 

Mr. Mansrtetp. Because we probably wouldn’t even have run this 
advertising if it hadn’t been for this misinformation. 

Mr. Price. Here is what you said, Mr. Mansfield : 

So much pressure has been put on in behalf of Nike that it becomes necessary 
to do something in behalf of Bomarc. 

Mr. Mansrretp. That is correct. That is my opinion. 

Mr. Héserr. That is right. And to counteract the pressure, you 
gave information. [Laughter. ] 

Mr. Mansrtetp. Well, it may sound funny, but I think that is true. 

Mr. Héserr. I wouldn't have been surprised if you had said “educa- 
tional service.” 

Mr. Mansrievp. Well, I wouldn’t say there was anything wrong 
with “education” either. 

Mr. Héxert. I am not saying there is anything wrong. I am just 
trying to find out what was done. 

Mr, Mansrtevp. OK. 

Mr. Héserr. If this committee could only get the witnesses to tell us 
what is being done—and we are not indicting anybody at this time. 

Mr. Mansrtexp. I understand that. 
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Mr. Heészert. The indictment will come out later. That 
Mr. Mansrie.p. Not on this,thisone. [Laughter.] The 
Mr. Hésert. After we have heard all parties and both sides of the | Jecisio: 
question. But the committee is interested in knowing exactly to what confere 
extent pressure, influence, encouragement, education, heat, or whatever | Mr. } 
word you want to use, is put on. Mr. | 
Mr. Price. Radiation. mittee 3 
Mr. Mansrtevp. Yes, I understand that. The main point I was Mr.) 
trying to bring out, sir, was that important defense decisions are some- Mr. ] 
times made outside of the military sphere. And this was one such | we maj 
instance. outside 
If you are interested, I can remind you of another very similar inci- Mr. } 
dent a few years back in connection with another product of the (Mr. 








Boeing Co. which was being victimized with incorrect information. | Mr. - 
I would like to read you what appears in the Congressional Record ‘say wit 
of 1937, a comment of one Congressman on this project: tee: W. 


My idea is that in big ships of that character we have too many eggs in one | Y°@Pon 
basket, and that it would be far better to have two or three two-engine bombers More Co 
than one of these big craft. I am happy to say that we carry no money inthis But | 
bill for anything bigger than two-engine planes. confuse 

Now, the Boeing Co. was trying to interest everyone, including those | Now, 
making decisions, in the fact that the four-engine Flying Fortress was tion. / 
something that had capabilities beyond this type of plane. And you by into 
can see from that statement what the opposition was. “ing a fir 

I don’t mind saying that we advertised as effectively as we could,; Mr. } 
with the meager funds that we could gather together, in years that we! Mr. F 
were taking a financial loss year ler year. Should we not have Mr. 


pursued this? The riv: 
We did, and eventually the Flying Fortress—well, I can give you Mr. I 
the record of what it‘accomplished. I don’t think I have to. the act. 
Mr. Héserr. You don’t have to. We know what the Flying! Mr. | 
Fortress did. you thr 
Mr. Mansrrexp. Yes. So there is an example. ‘people § 
Now, this was a case of an airplane that was primarily effective) Mr. I 
because of longer range. It is identical in the case of Bomare. pressur‘ 


The advertising we were trying to stress was that the Bomarc missile Mr. ] 
has its place because of longer range. And you gentlemen, just like “Mnect 
we, are the ones that are interested inthis. Because if there shoulda Wear 
an attacking Air Force equivalent to the B-52 force that we are "0S. | 
capable of putting into the air, if this type of force should be coming * 8teat 
against us, which is the thing that we must reckon with in this matter PToper | 
of defense, I for one would like to get at those things when they are “Ve to 
well out beyond our shores, and not wait until they are overhead, ‘he prof 

Now, this point was being obscured, and we thought that it wasa Mr. G 
— point to bring out through advertising. And I am glad that we = E 

ive in a free country where we can bring out these points in the in| 7" I 
terest of the people of the United States. MrM 

Mr. Hépert. Nehale is going to deny your right to bring out any- ca I 
thing you want to bring out. We always seek information. But we they tes 
are concerned now about the method in which the information isd t« 
disseminated, where the public has no knowledge of the technical success f 
side of a weapon and then it is being given information to make its satisfied 
decision, a technical decision, one way or the other. 





| 











| 


That is the very purpose of the inquiry. 

The President of the United States himself has said that there are 
he ‘decisions being made beyond the military. He said that in a press 
at conference. 
rer Mr. Mawnsrretp. Yes. It is getting to be a problem. 

| Mr. Héserr. It is quite a problem. And that is what this com- 
‘mittee is concerned with. 
yas «=Mr. Mansrtevp. Yes, I understand. 
ne- | Mr. Héperr. As to how to get these things into focus, in order that 
ich | we may have some stability in making the military decisions, without 
outside information. 
ci- Mr. Mansrrevp. I am sympathetic to the problem. 
the | (Mr. Hardy aside to the chairman.) 
Mr. Héserr. I am using his words now—“information.” I will 
rd ‘say without outside pressures. That is what concerns the commit- 
‘tee: Where you have the manufacturer himself advancing his own 
one Weapon, which is understandable, to sell his own bill of good and get 
ers more contracts. 
this But bringing it to a confused public and making the public more 
confused, where the public does not make the decision. 
ose Now, you have very frankly stated that you did spread this informa- 
vas tion. And you also mentioned the fact that the Air Force welcomed 
you | it, into the area of rivalry between the services. Well, this is generat- 
ing a fire that we are trying to out. You are adding—— 
ild,| Mr. Mansrrevp. It would be nice if you could put it out. 
we Mr. Hésert. What is that? 
ave Mr. Mansrre.p. It would be nice if you could put it out; the rivalry. 
The rivalry is what causes this problem. 
ou a Heésert. That is it. So then you have everybody getting into 
the act. 
ing] Mr. Mansrtexp. Yes, that is right. You are bound to. When 
| you throw the thing into the Congress, you are bound to have many 
people getting into the act. 
tive) Mr. Héserr. That is correct; I admit that. But it is a method of 
pressure, rate, information. 
ssile. Mr. Harpy. Mr. Chairman, could I make just one observation in 
like Connection with that? 
Weapons system contractors have, very properly, two major motiva- 
re tions. One of them is the public interest, and that you have stressed 
ning * great deal. Another one is a profit motive, which is a perfectly 

tter PToper motive, too. But that is one of the things that we are going o 
- aye have to try to keep in focus, so that we can separate the two and not let 
the profit motive overcome the public interest motive. 

Mr. Gavin. In securing the best weapons. 
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"as a 





t we Mr. Harpy. That is right. 
= i Mr. Hésert. In that area 
Mr. MansrFreLp. We are in sympathy with that. 
any: Mr. Hépertr. Only yesterday the Convair people were in here and 


t we ‘hey testified very frankly, I think, that they did everything they 
{ould to advance the Atlas. And apparently their lobby was quite 
+ aiisuccessful, because the representative of Convair said he was now 


nictl satisfied. [ Laughter. } 








§ 
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He was happy. So he got his piece of cake. He got what he 
wanted. And only time will tell whether it was correct or not, | 
But there, again, is the manufacturer advancing the interest of his 
own weapon. And that means dollars to the taxpayer. 

Now, that is why we ask you these questions. And you have very 
frankly said you were engaged in this sort of activity also. 

Mr. Mansrtevp. Well, Fandcctnnt what you are trying to bring 
out. I don’t think a contractor certainly should push a product be- 
yond the point which it definitely feels is in the interest of the coun- 
try. And in this case, for the reasons I have given, we definitely felt 
it was. 

If we didn’t I don’t think it would have been right to have pushed 


the project. 

Mr. Hésert. We agree. We are not impugning your motives. 

Mr. Mansrietp. Yes. I think we are talking A eh the same thing, 
Mr. Héserr. Now, in this connection of the Bomarc, do you thi 
the best method is to bring the case of the decision of a war weapon 

to the people? 

Mr. Mansrietp. I think it was necessary in this case. We very 
seldom do it. 

Mr. Héperr. It was necessary because your competition was doing 
the same thing, you feel ? 

Mr. Mansrtevp. It wasn’t entirely the competition. There was a 
lot of this service rivalry that was getting the facts all mixed up. 

Mr. Héserr. And you were trying to straighten the service rivalry | 
out in favor of the Air Force. 

Mr. MansrieLp. We were trying to correct misinformation. 

I have said that before, and I will keep saying it, because it is true. 

Mr. Hézert. Now tell me this: To what other extent did you go 
to educate or to get the proper information to the proper people, rela- 
tive to the Bomac? 

Mr. MansrieLp. Within that province, that is all we did, except 
that when we had successful firings down in Florida this information 
was, to a limited extent, within security, made available to the news- 
papers by the Air Force. 

ut that wasn’t any activity of our own. That was the Air Force's 
own activity. 

Mr. Hépert. I think the vice president can answer that question. 
To what other extent did you go to advance the Bomarc? 

Mr. Beau. Well, we talked to our customer, of course. 

Mr. Hészert. You have only one customer. That is also what dis- 
turbs the committee, too. You have to run newspaper advertising to 
sell to a captive customer, the only customer you have? 

Mr. Beau. I don’t think the Air Force is a captive customer. 

Mr. Hésert. The Government is. Do you sell Bomarcs over the 
bargain counter, or on the street, to people? You sell them to only 
— person, the U.S. Government. That is the only customer you 

ave. 

You have any other customers for Bomarc? 

Mr. Beau. Yes, we have. 

Mr. Hésert. You have? 

Mr. Beaty. We have. 
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Mr. Hésert. Who else is buying Bomarc? 

Mr. Breau. The Canadians. 

Mr. Hésertr. The Canadians are buying the Bomarc ? 

Mr. Brat. Yes, sir. 

Mr. Hépert. Do you advertise in the Canadian press ¢ 

Mr. Beatt. I don’t know whether we do or not. 

Mr. Héserr. It is the same proposition. 

Mr. Mansrie.tp. Everything that happens here in Washington is 
reflected in the Canadian press. And I hesitate to bring this up. 
But I could show you examples of how this Air Force versus Army 
jurisdiction put 

Mr. Héserr. We don’t want to go into that. We have enough inter- 
service rivalry now—competition, not rivalry. It is “helpful and 
healthy” competition. I will put it that way. Just to get to the other 
side of the coin. 

I asked the question, and I think the vice president can answer: To 
what extend did you go to advance the interest of the Bomare? 

Mr. Brau. Well, we happen to have a contract with the Swedish 
Government, also. 

Mr. Hésert. I mean with the American Government. 

Mr. Beaty. I beg your pardon ¢ 

Mr. Héserr. To what other extent did you go to give the proper 
information to the U. S. Government, in the purchase of the Bomarc ¢ 

Mr. Brau. Well, as I said, we talked to the Air Force. We have 
also talked to people in the Department of Defense. And some of our 
people have talked to Senators and to Congressmen who are interested. 

Mr. Héserr. Senators and Congressmen. We assume they are all 
interested. To what extent did you go talking to Senators and Con- 

men ? 

Mr. Brat. Well, it so happens that we have a very good Senator 
from our State, who is extremely interested in the defense of the 
country, and he—— 

Mr. Hésert. Don’t you think both Senators are interested in the 
defense of the country, from your State? 

Mr. Bray. They both are, but this one in particular, Senator Jack- 
son. And he has a very inquisitive mind, and he asks lots of questions. 
So we gave him the information, if it is within the security limits, 
that we can. 

Mr. Héserr. Is that all that you did? 

Mr. Bratt. No. I believe the man who works—Mr. Penzel— 
P-e-n-z-e-l, I believe—who was in our Washington office, took some 
information to Congressmen. [Addressing associate.] Isn’t Mahon 
a Congressman ? 

Bib, haastedum. Yes, Mahon. 

Mr. Brau. Mahon, I believe it was. 

Mr. Héserr. Did you attempt to have a presentation before the 
House Committee on Appropirations relative to the Bomarc ? 

Mr. Brau. I don’t think the Boeing Co. sponsored any such thing. 
But I heard a rumor that Mahon would like to have one. But I didn’t 
know. I can’t answer. 

Mr. Hénerr. Well, don’t you know what the Boeing Co. did? Did 
you go to Congressman Magnuson of Washington State ? 

Mr. Brau. No, sir. 
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Mr. Hess. Representative Magnuson. 

Mr. Bray. Oh, Congressman Magnuson, I am sorry. I was think- 
ing of Senator Magnuson. Yes, we talked to Congressman Magnuson. 

Mr. Hésert. Did you ask him to arrange a hearing before the 
Appropriations Committee of the House ? 

{r. Bratt. Not to my knowledge. 

Mr. Hésert. Did you ever have a presentation to the Appropria- 
tions Committee, or any member of the Appropriations Committee? 

Mr. Bratt. I think to a member of it, but I don’t think to the com- 
mittee. 

Mr. Hésert. How are you so definite about knowing it was to a 
member, and not to the committee, and how it got there? You seem 
definite on some phases and quite indefinite on others. Now, did or 
did not the Boeing initiate an attempt to make a presentation on the 
Appropriations Committee, through Congressman Magnuson ? 

Mr. Bratw. No, sir, they did not. 

Mr. Hésert. They did not? 

Mr. Bratt. They did not initiate an attempt. 

Such a meeting was discussed, and it was not initated by the Boeing 
Airplane Co. 

Mr. H&sert. Who initiated it? 

Mr. Beat. I think that Congressman Magnuson thought it. might 
be a good idea. 

Mr. Hésertr. And he didn’t attempt to initiate this before he talked 
with the representatives of the Boeing Co. ? 

Mr. Bratt. I don’t think so. 

Mr. Hésert. Now, “how wise would a Congressman be if he could 
initiate things without talking to principals.” It is almost fantastic, 

Mr. Price. Mr. Chairman, I think I could put a clarification on it. 
I think Mr. Magnuson, as many of us did, heard rumors that there was 
going to be serious attempt to slash the Bomarce program, and he, 
coming from that State, it would be just natural for him to want to 
look into-it pretty completely. 

Mr. Héserr. It is a most unusual thing for a contractor to appear 
before an Appropriation Committee. 

Mr. Beau. I would think so. 

Mr. Hésert. What is that? 

Mr. Beau. I would think so, too. 

Mr. Hésertr. And as a matter of fact, a presentation was made to 
the chairman of the Defense Appropriations Subcommittee, Mr. Ma- 
hon; isn’t that true? 

Mr. Beat. Right. 

Mr. Hépert. Well, now, Mr. Mahon, of the Appropriations Com- 
mittee, didn’t need an ad in the newspaper to get the information, 
since it was brought directly to them. They were the ones making 
decisions, on the amount of money. 

Mr. Bratt. We cover every place we can cover when we have a 
story to tell. 

Mr. Hésert. That is correct. As I say, we are just trying to find 
out to what extent these outside efforts to give information is being 
vv on, and to what extent it is effective, either one way or the 
other. 

Now, in connection with your dues to A.I.A., what amount of money 
in dues do you pay? 
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Mr. Brauu. We pay them $75,000 per year. 

Mr. Hésert. And that, of course, is deductible as expense ? 

Mr. Bratt. Yes, sir. 

Mr. Héperr. It is deductible? 

Mr. Bratt. I believe it is. 

Mr. Héserr. If you, as a company, attempted to give proper in- 
formation to Members of Congress—I won’t use the vile word of 
“lobbying,” but if you attempted in these activities to give informa- 
tion, would that money be deductible, for lobbying activities ? 

Mr. Brat. I don’t believe lobbying activities are, 

Mr. Hésert. What isthat? I didn’t hear your answer. 

Mr. Beaty. I don’t believe activities classified as lobbying are 
deductible. 

Are they ? 

Mr. Hésert. They are not deductible. 

Mr. Beau. No. 

Mr. Hésertr. Yet $75,000 was paid to A.I.A. by Boeing Co. And 
through A.I.A. the Renegotiation Act was lobbied, to the extent of 
$30,000, against the Renegotiation Act, in which Boeing played a 
prominent, if not the leading, role against the adoption, or readop- 
tion, of that legislation ; isn’t that correct ? 

Mr. Brau. I don’t know. 

Mr. Hésertr. You don’t know? 

Mr. Breauu. No; I don’t know. 

Mr. Héperr. You don’t know that A.I.A. appeared before—— 

Mr. Beau. Certainly, I know that. I appeared myself. 

Mr. Héserr. All right. Then you do know. And you do know 
that your company paid $75,000? 

Mr. Brauu. Right. 

Mr. Héperr. In dues tothe A.I.A. Which was deductible? 

Mr. Bratt, Right. 

Mr. Heésert. And the A.I.A. has testified here that $30,000 was 
spent. 

Mr, Beau. I don’t know how much they spent. I will have to take 
your word for it. 

Mr. Hézerr. All right, take my word for it. And that is deductible. 

(Mr. Beall nods.) 

Mr. Héserr. It is a nonprofit organization ? 

Mr. Brauy. That is right. 

Mr. Héserr. Would you say that is getting around the law? 

Mr. Brauu. No, sir. That is a trade association, and I think that 
is one of their duties and responsibilities, that when we have laws of 
that nature that are in issue and in controversy, we should have peo- 
ple who represent the industry to state their case. And I think this 
is what they did. And I think this is what we belong to A.L.A. for. 

Mr. Héserr. So you can escape the tax penalty—or the tax assess- 
ment, instead of penalty. I will say the tax assessment. Because the 
A.LA. 

Mr. Bratu. I don’t believe—— 

Mr. Hépert. The A.I.A. has testified they lobbied. They testified 
they appeared against the Renegotiation Act and used the funds, 
which is their only source of income, from the defense industry. 

Mr. Beaty. Was it a good representation? I hope it was. 
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Mr. Héserr. And then as a nonprofit organization, A.I.A. doesn’t d 
have to pay any taxes. So I suggest, again, the American people are | jot 
paying to be lobbied against themselves. tha: 

Mr. Beaut. I don’t believe that, sir. ante 

Mr. Hépert. Did you agree to that system ? pa 

Mr. Brauu. No, sir; I don’t agree to your statement. d 

Mr. Héserr. Well—— M 

Mr. Bratt. That the American taxpayers are paying money to V 
lobby against themselves. I don’t agree with you. pos 

Mr. Héserr. I am not going to quarrel with you on that, except to M 
say what the factsare. $75,000 was paid in dues to A.1.A., along with M 
other companies that paid a similar amount. That is a deductible I 
item on a defense contract ? eo tl 

Mr. Bratt. Right. | aha 

Mr. Heéserr. Which the American taxpayer pays for. It is his com 
dollar. Itis the defense dollar. That dollar is poured into an organ- A 
ization, a nonprofit organization, which uses those funds to lobby “edt 
against the taxpayer himself, which would be interested in the adop- kno" 
tion of the Renegotiation Act. M 

Now, those are facts. We won’t quarrel about opinions. But those M 
are facts. M 

Now, in connection with the advertising of a weapon of war, what ness 
would be your reaction to outlawing or prohibiting the advertising of {| for 
any weapon of war by anybody ? | Con; 

Mr. Brauu. I think that would be a very bad thing for the country | Ne 
and not in the interest of the people. | adve 


Mr. Héserr. Do the Joint Chiefs of Staff go out and get full-page mat} 
advertising when they are considering a weapon of war, the adoption _ pref 





of a weapon of war, and ask the public to come in and take a vote (d 
on it? Mi 
Mr. Beat. I think the public has something to do with it, by elect- | {hat 
ing representatives to a Government who appropriate money for this | not j 
purpose. ; Mr 
_Mr. Héserr. That is correct. And the door of every representa- Mr 
tive of the people is open to anybody who wants to come in Mr 

Mr. Beauty. And I think—— infor 
Mr. Héserr. To talk to him. of in 
Mr. Bray. The constituents know about it as much as security jt my 
will permit. tising 


Mr. Hésert. And it is your opinion that through this media the Mr 
public will be fully informed about the facts, after a military decision wag 


is made? Mr 

Mr. Beaty. I don’t think that we want to inform them of items that Mr 
are of classified information, because that would be giving aid and _ ypesy}t 
comfort to any prospective enemy. peop! 


Mr. Hérerr. You have put your finger right on it, sir. The public wasn’ 
does not have available to it all of the information necessary to make _yertic 
a decision, even if it was in a position to make such a decision, and it — own. 
must rely on just part of the facts and not all of the facts. Because Mr. 
the classified information is denied them and very important infor- | tion ¢ 
mation is denied them for them to make a logical conclusion. | Mr. 
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Mr. Beaty. Yes. But I would say, sir, that a little education is 
better than none, and a little more would be still better. So I believe 
that any restrictions against advertising these weapons within the 
security limitations would be what they do in Russia and which we 
won't like. 

Mr. Hépert. They don’t have to advertise them over there at all. 

Mr. Beauty. They keep the people ignorant. I don’t think—— 

Mr. Héserr. And incidentally, they are ahead of us, I believe, in 
some fields, 

Mr. Bratt. I don’t believe you want our country run that way. 

Mr. Hésert. We don’t want a dictatorship. Of course, we don’t. 

I think these things could be kept within the bounds of propriety, 
so there would be less confusion in the minds of the American people, 
where you have outsiders engaged in interservice rivalry—or “healthy 
competition.” 

A little education or knowledge—I will use “knowledge” instead of 
“education”. A little knowledge sometimes is worse than having no 
knowledge at all. I think that is accepted. 

Mr. Harpy. May I ask him a question ? 

Mr. Héperr. Yes. 

Mr. Harpy. I would like to return for just a moment to this busi- 
ness of providing information to the public. It is necessary to in- 
form the public so they can help to make these decisions by advising 
Congress, according to your testimony. 

Now, I believe it has been rather well established that your Bomare 
advertising was an effort to provide information to offset misinfor- 
mation that was being disseminated to indicate the Nike was to be 
preferred over Bomarc. Isn’t that substantially accurate? 

(Mr. Mansfield nods.) 

Mr. Harpy. Now, then, I take it that you would take the position 
that this ad [indicating] concerning the Nike was propaganda and 
not information ? 

Mr. Bray (addressing associate). Now you testified to that. 

Mr. Mansrietp. Would you repeat what you just said I said? 

Mr. Harpy. I am trying to distinguish between propaganda and 
information. Now, if Bomare’s ad, advertising, was for the purpose 
of informing the people and giving them accurate information, then 
it must be concluded that you take the position that the Nike adver- 
tising was not factual and was propaganda, and you had to offset it? 

Mr. Mawnsrrevp. I was. not referring to the Nike advertising. I 
was—— 

Mr. Harpy. You brought it up. 

Mr. Mansrrevp. I was referring to a considerable campaign that 
resulted, perhaps unintentionally, in a lot of people giving a lot of 
people misinformation. And our whole series was to combat this. It 
wasn’t because of the Nike advertising. I find no fault with that ad- 
vertisement that I handed you by Nike, any more than I do about our 
own. 

Mr. Harpy. Well, this advertisement seeks to indicate to the Na- 


_ tion that Nike is providing a proper defense. 


ild | I made the statement I just did, I was thinking of what they said 


Mr. Mansrteip. Well, maybe I should reread the Nike ad. When 


about this distribution of work to subcontractors. 
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If you want my comment on what they said about Nike, itself, I will hes : 
have toreread the ad. I have forgotten what it said. ies M 
Mr. Harpy. I am not going to get into this technical discussion. M 
Mr. Mansriexp. Yes. M. 
Mr. Harpy. But I am trying to understand whether or not your | M. 
purpose in the Bomare advertising, in trying to be so helpful to the | oe 
public and so they will be informed as much as they can, is really in | wu 
the nature of information, accurate, factual information, or whether M. 
it is m the nature of having just a little teeny bit of propaganda in M. 
there to try to offset somebody else’s propaganda ¢ M. 
Mr. Mansrrexp. It is just as factual as we can make it. M, 


But if you want me to answer as to the Nike advertising, whether oa 
it was information or propaganda, I must borrow the copy back, be- 
cause I haven’t read it. | ow 

Mr. Harpy. You are welcome to the copy. I don’t care whether we ’ 


id 
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get on that or not. But I got the clear inference that you construed ony 
the Nike advertising as making it further necessary that you adver- dat 
tise in order that the facts be set straight, which would imply, at least, | ©"? 
that the Nike advertising is misleading. ws 

Mr. Mansrie.p. I wasn’t referring so much to the Nike advertising Ty, 
as I was to this entire controversy, you see. Mr 

Mr. Harpy. Then do I understand h : 

Mr. Mawnsrtevp. I will say there has been some misleading Nike ad- | f “9 
vertising. But I don’t feel that it is my place to bring it out. If you | ML 
want to go into the Nike advertising, you should go into that. It isn’t | Mr 


my place to talk about somebody else’s advertising. ; Mi 
r. Harpy. I am trying to base strictly these questions on your : 


own testimony. And if you didn’t intend to leave the impression that ~ . 
a substantial part of the motivation of Bomare advertising rested . ms 
with a necessity to offset the Nike advertising—if you didn’t leave a a 
that inference—— a Ms 
Mr. Mansrietp. No, sir Hhagts 
‘ rile iss Cocca . Mr 

Mr. Harpy. You better correct it. he 
Mr. Mansrievp. I didn’t say advertising. I said the campaign that are 
is being waged. I am not talking about an advertising campaign. Mr 
Mr. Harpy. You brought the ad up yourself. You pointed to it as Mr 
being a part of this total picture which you had to answer. se 


Mr. Mansrievp. I brought—— reed 
Mr. Harpy. You made the clear implication that that was mislead- Mr 
ing advertising, and you had to present true information so the Amer- 2. 


: . ; recor 
ican public wouldn’t be misled. Mr 
Now, if you didn’t mean that implication, then let’s clear it up. fio 

Mr. Mansrtevp. I think, if the committee wishes to find out what ll 


I said, they should look at the record. Because I didn’t say that. Mr 
Mr. Harpy. We will do that. - 





Mr. Mansrietp. Yes. ae 
Mr. Harpy. But I am telling you eM ; 
Mr. Mansrretp. What I said with respect to the Nike advertising  ,..., 1 
had to do with the timing. It was explaining, if I must say it, why oh, : 
our advertisement caught your attention and not the other. I used Yor 
that to explain the timing. Then when I said that our whole series of Road 
four ads was designed to offset misinformation, it was not referring | “yy, 


to this Nike advertisement. It was referring to the misinformation, | 
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Mr. Harpy. So then the Congress itself is putting out information 
which is false? 

Mr. Mansrievp. That is correct. 

Mr. Harpy. And you pursued the advertising to offset that? 

Mr. Mansrievp. That is correct. 

Mr. Harpy. Mr. Minshall is one. I have forgotton who the others 
were. 

Mr. Hépserr. He just mentioned one, I think. 

Mr. Harpy. I believe he quoted another one. 

Mr: Héserr. He quoted anotherone. That was in 1937. 

Mr. Harpy. Then 

Mr. Mansrietp. No, no. I quoted another man. It magpenes to 
be Anderson, I think. I can give you some others if you like. 

Mr. Hésnertr. You didn’t name anybody except one man. 

Mr. Mansrie.p. However, it should be made clear. The Congress- 
men, in making their statement, were only reflecting information that 
had at an earlier date been given to them. That is why at an earlier 
date we were trying to correct such misinformation. And I think the 
majority of Congressmen gradually got the facts fairly clear in mind, 
before they finally passed the appropriation. 

They straightened up some of their errors. 

Mr. Harpy. The only thing I am trying to understand here now is 
whether you are making the claim that you are the only one that has 
facts. 

Mr. Mansrievp. Oh, no, no, sir. 

Mr. Harpy. And that anybody else who talks about Nike—— 

Mr. MansrFre.p. In my testimony I stated I didn’t object to the Nike 
advertisement. I think 

Mr. Harpy. So you are not contending that there is anything false 
in the Nike, or propaganda, of a propaganda nature, in the Nike ad- 
vertising? You are not suggesting that there is anything false in that 
advertising ? 

Mr. Mansrrevp. You will have to give me the advertisement, before 
I can answer that. 

Mr. Harpy. I don’t care—— 

Mr. Mansrievp. I will have to read it. 

Mr. Harpy. I was really trying to advert to your previous testi- 
mony. You should have known what you had in mind when you in- 
troduced the ad. 

Mr. Mansrievp. I suggest you refer to my previous testimony in the 
record, because that is not what I stated in my testimony. 

_ Mr. Héserr. You introduced the Nike ad in the hearings this morn- 
ing. We did not. You must have known what was in the Nike ad 
when you introduced it. 

Mr. Mansrtetp. I am content to let my testimony stand in the 
record. I said it so many times, I don’t think I should say it over 
again. 

Mr. Héperr. Say it over and over and over again, so we can under- 
stand it. We may be a little dense, but we want to understand exactly 
What you are saying. 

You will say it as many times as are necessary. Now, you intro- 
duced the Nike ad this morning in this hearing. ’ 

Mr. Mansrietp. Yes, sir. 
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Mr. Héserr. We did not introduce it. You introduced it. You 
must have known what was in it, because you had a reason for intro- 
ducing it. 

You may read it. 

Mr. Mansrtexp. I knew it was on the subject of subcontractors, and 
that is the only reason with respect to the advertisement for my intro- 
ducing it. 

I will now read the ad, to find out what else it said. 

Perhaps I should read it. Would you like to have me read it? 

Mr. Gavry. Yes. Go ahead, and then I will read yours. [Laughter.] 

Mr. Mansrtevp. OK. That is fair game. 

Mr. Hésert. Go on and read it. 

Mr. Mansrtexp. “How telephone teamwork is working in support 
of national defense. One of a series of informative advertise- 
ments” 

Mr. Harpy. Mr. Chairman. Excuse me, just a minute. I wonder 
if we could do this 

Mr. Mansrrevp. Pardon 

Mr. Harpy. Since he is reading this. Maybe he ought to comment 
as he goes along, whether or not that is a fact. Right there at the be- 
ginning, is that factual or that propaganda ? 

Mr. Gavin. Well, first let him read his, and then let him read—— 

Mr. Hésert. No. What Mr. Hardy has suggested would be very 
well. We want the information to offset the pressure. 

Mr. Harpy. Take right at the very beginning there—— 

Mr. Hésert. Tell us what isin error in the ad. 

Mr. Mansrietp. Maybe I should go back a step and read another 
Nike ad. 

Mr. Harpy. Let’s don’t get too many in there. I don’t think we 
need 

Mr. Mansrtetp. This one is entitled “How Good Is Perfect ?” 

Mr. Harpy. Well, is that a Nike one, also? 

Mr. Mansrtetp. Yes,sir. This preceded our advertising. 

Mr. Harpy. Well, I don’t know, Mr. Chairman, how far you want 
to go. 

Mr. Hésert. I want to go to the ad the gentleman introduced this 
morning. 

Mr. Mansrietp. I am introducing another this morning. 

Mr. Hésert. No. Introduce the first one now. Let’s take first 
things first. We are confused enough already. And the American 
public is probably more confused than ever because of this type of 
advertising. 

Mr. MansFietp. I shall read both advertisements. 

Mr. Harpy. I would like for you to comment on each statement in 
there, as to whether it is fact or propaganda. 

Mr. Mansrtetp. Whether it is fact or propaganda ? 

Mr. Harpy. That is right, whether it is fact or false. 

Mr. Hésert. True or false. 

Mr. Harpy. Whether it is true or false, if you prefer it that way. 

Mr. Bratt. I am not sure that this is a proper thing. 

Mr. Héserr. It is near 12 o’clock now. We will give you an inter- 
mission of 2 hours to read it over and make your defense and give us 
the proper information. 
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Mr. Mansrtevp. No, sir. 

Mr. Hésverr. We will come back at 2 o’clock this afternoon. 

Mr. Mansrterp. No, sir. I can answer it right now. It is not neces- 
sary to do that. 

Mr. Courtney. Mr. Chairman, I would suggest-—— 

Mr. Harpy. I want him to answer it in detail. 

Mr. Héserr. Yes, and we will have to ask you questions. 

The committee is recessed until 2 o’clock. 

Mr. Mansrtevp. I don’t think it is proper to ask me—— 

Mr. Héperr. We will decide what is proper. 

Mr. Mansrtexp. If this is false or true. 

Mr. Héverr. We will decide what is proper to ask you, and you 
can refuse to answer the questions when they are asked. We will 
recess until 2 o’clock this afternoon. 

Mr. Mansrretp. Yes, sir. 

(Whereupon, at 12 :03 p.m., the subcommittee recessed to 2 p.m.) 


AFTERNOON SESSION 


Mr. Hésert. The committee will be in order. 

At the recess, Mr. Mansfield was reading an ad and was asked to 
comment on it. 

Mr. Mansfield. 

Mr. Harpy. Mr. Chairman, if we might, I would like to take this 
thing sentence by sentence and have Mr. Mansfield comment as to 
whether it is true or false. 

Mr. Mansrtevp. I am sorry, I couldn’t understand the last part. 

Mr. Harpy. I would like to have you take it sentence by sentence, 
so that we may analyze this fully and have your expression as to 
whether it is true or false, each statement that is made. 

Mr. Mansrrecp. Yes, sir. 

Mr. Heéperr. It will depend, however—where the sentence makes up 
the whole paragraph, don’t take the sentence out of context. 

You understand that, of course: is that correct ? 

Mr. Harpy. That iscorrect. Each point that ismade—— 

Mr. Hésert. Each point that is made. 

Mr. Mansriep. Yes. 

Mr. Harpy. If it is false, then we ought to know it. And I think 
we ought to try to lay this right out in public. 

Mr. Héperr. All right, Mr. Mansfield. 

Mr. Mansrtevp. I think I might say first, Mr. Chairman, I am sorry 
I was a little intent on getting the question answered and didn’t ap- 
preciate that you were giving us the advantage of a lunch hour. 

There was another question asked, I think, I should clarify, as to 
the purpose of my having introduced this ad into the testimony this 
morning. 

If I could just briefly review? My purpose in bringing it up origi- 
nally was to show that the timing of our own ad was such that it 
caught the objections, where an ad a week earlier did not. 

Then at a later point in the testimony I commented that our own 
advertising series was intended to supply information on subjects that 
we felt misinformation was prevalent on, but in stating that I did not 
intend to convey that this misinformation was the result of this ad. 
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Mr. noma Well, that is the thing, Mr. Mansfield that I was trying 
to clear up when I first raised the question about whether or not this 
ad carri faadiaton mation. 

Mr. Mansrietp. Yes, I realize that. And I have, during the lunch 
hour 

Mr. Harpy. Well 

Mr. Mansrien. I have read the ad. 

Mr. Harpy. If we might, just one minute—— 

Mr. MansFiEcp. Yes. 

Mr. Harpy. I would like to finish the comment I was trying to make, 

Mr. Mansrievp. Certainly. 

Mr. Harpy. Now, that was the impression that I got from your 
testimony. Now, it may be that you have had an opportunity to 
review the testimony of this morning. 

I inquired as to ‘whether or not we could possibly get access to a 
transcript. Lloyd, did you check that ? 

Mr. Kuun. Yes. We have just a very small part of it, but I believe 
it was directly related to—— 

Mr. Harpy. We have it? 

Mr. Kunn. Yes. 

Mr. Harpy. And I don’t want to particularly press it at the mo- 
ment. Now, I would like Mr. Mansfield to finish his comments and 
then go on toa discussion. 

Mr. Mansrrevp. Yes. I appreciate the confusion that arose over 
my intent. But my intent was as I have just stated it. 

‘And since the recess, I have had an opportunity to read through the 
competing advertisement again. And I find no objection to it. 

Mr. Harpy. I am not talking about objection. 

Mr. Mansrtevp. Yes. 

Mr. Harpy. Is every statement made in that true, to the best of 
your knowledge? 

Mr. Mansrtevp. I have no knowledge of any misstatements in this 
advertisement. 

Mr. Harpy. So, then, the Bomare advertising which your company 
put into the Washington Post as a part of your advertising program 
was not intended to refute any information contained in that adver- 
tisement ? 

Mr. Mansrtetp. That is correct. The reference to the subcontract- 
ing, which is the feature of both ads—if it had any relation to this— 
was to show that we also spread our work among a number of sub- 
contractors. 

However, this Boeing ad was prepared prior to the appearance of 
the competitive ad, and it is more or less coincidental that they came 
out as close together as they did. 

Mr. Harpy. So, then, it is your testimony now that you haven't 
found any false statement in the Nike ad? 

Mr. Mansrrevp. Not to my knowledge. 

Mr. Harpy. Now, you had another ad that you started to refer to 
this morning. And you indicated that some of that information 
might have been false? 

Mr. Hésert. I may comment, Mr. Mansfield, Perry Mason always | 
does better after a recess. 

Mr. Mansrtevp. Pardon, sir? 
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Mr. Héserr. I say—if you follow the television series of “Perry 
Mason” ? 

Mr. Mansrietp. Yes. 

Mr. Héserr. He always gets better, after he comes back from a 
recess. [Laughter. ] 

Mr. Mansrievp. The advertisement we have just been talking about 
was a Western Electric advertisement. The advertisement I am now 
reading, referring to, isa Douglas advertisement. 

Mr. Harpy. Now, was that a part of the overall misinformation 
which your advertising program sought to correct ? 

Mr. Mansrrevp. No, sir; it was not. 

The entire reference I intended to make did not have reference to 
advertising, but to other types of this information. 

Mr. Harpy. I think we are going to have to particularize a little bit 
more—unless you want to leave it appear that the only misinformation 
that you were trying to correct was the statements which you referred 
to by two Members of Congress ? 

Mr. MansFtetp. No, sir. 

Mr. Harpy. That there are only two Members of Congress that are 
misinforming the people, and you find it necessary to go into the field 
of advertising in order to correct false statements made by Congress- 
men. Weare getting into a pretty rough sort of situation. So maybe 
we had better particularize a little more. 

Mr. MansrieLp. I would agree with you if that were true, but that 
isn’t the case. 

These two statements that I gave were examples of the extreme 
nature of some of the misinformation. And I have not prepared my- 
self with a file of all such misinformation. But itis my impression that 
there was plenty of it, and so much so that everyone in our company 
concerned with the defense missile felt that we should take some 
steps to at least bring out the two primary points—the range of the 
Bomare and the cost effectiveness of the Bomare. 

Mr. Hesert. And how many subcontracts. 

Mr. Mansrtetp. I would be glad to file with you the other ads in 
the series which stress those points. 

Mr. Harpy. I haven't had a chance to review your testimony of this 
morning, but I want to give you a complete opportunity to straighten 
out any misconceptions that may have been left. 

And I think we would like—I would personally like to know specifi- 
eally what other misinformation was being put out that you had to 
counteract, other than the congressional misrepresentation. 

Mr. Mansrigevp. I think that my testimony this morning—I appre- 
ciate the opportunity of revising it, but I don’t know in any respect 
whatever that I should revise it. 

As to additional misinformation, this was largely a word-of-mouth 
proposition. Some of it reached publication. I think you will just 
wes totake my word for it that this was true. 

Mr. Harpy. You have spoken rather loosely and to considerable 
extent about misinformation that you had to correct. You gave as 
an example statements made by two Members of Congress. 

You also cited the advertising of the Nike, in that same context. 

Now, I am sure Mr. Minshall will appreciate having been singled 
out as the one, sole source of congressional misinformation that you 
are able to cite, which justified you in spending all that money. 
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Mr. Mansrterp. Well, I wouldn’t have singled him out if the com- 
mittee hadn’t desired to find out what was behind all this. 

_ Mr. Harpy. That is what I am trying to find out. What else? Now, 
is he the other one, my the one that you quoted and didn’t name? 

Mr. Mansrtetp. No. The other one I quoted happened to be Rep- 
resentative Anderson. 

Mr. Harpy Which Anderson ? 

Mr. Mansrtevp. I don’t have the initials. 

Mr. Harpy. What State does he represent ? 

Mr. Mansrtevp. But, please let me explain that I don’t regard 
these as the source of the misinformation; so much as the effect. of 
misinformation having been made available to these gentlemen. That 
is the point. 


And this is toward the end of the story, but all during the months | 


preceding they were getting information which we felt was one-sided. 
Mr. Harpy. You evidently felt that Mr. Mahon had been improperly 
influenced. Wasthis ad intended to influence him ? 
Mr. Mansrtetp I had no knowledge of Mr. Mahon. 
Do you, Mr. Beall? 
Mr. Harpy. Now, you testified that Mr. Hinshel—is that his name? 
Mr. Bratt. Penzel. 
Mr. Harpy. Went to see Mr. Mahon ? 
Mr. MansFie.p. Right. 
Mr. Harpy. Who went with Mr. Penzel, anybody ? 


names. 

Mr. Harpy. They were representatives of the Boeing Co? 

Mr. Mansrrevp. Right. Incidentally—— 

Mr. Harpy. Why did they go? Did they go to correct some mis- 
information he had received ? 

Mr. Mansrtevp. Right. 

Mr. Harpy. And where did he get that misinformation from? 
Frankly, I want tosee where this misinformation comes from. 

Mr. Mansrre.p. I don’t know where he got it. 

Mr. Harpy. You know he had it? 

Mr. Mansrretp. That is what we read in the paper. 

Mr. Harpy. That he had misinformation ? 

(Mr. Mansfield nods.) 

Mr. Harpy. What was the specific misinformation you read that 
Mr. Mahon had? 

Mr. Mansrretp. Concerning the cost and the effectiveness of area 
defense. 

Mr. Harpy. And you didn’t try to find out where he got it. You 
just went to him to correct it ? ti 

Mr. Mansrtetp. I think probably those fellows that handled it did 
try to find out. 

Mr. Harpy. Did you direct them to go? 

Mr. Mansrretp. No, sir. 

Mr. Harpy. Who did? 

Mr. MaAnsrtexp. I can’t tell you. 

Mr. Harpy. Somebody in the official family had to do it. Mr. 


Penzel doesn’t go around doing those things by himself, on his own | 


initiative ? 


| 


Mr. Mansrretp. Yes, two other fellows, but I don’t know their | 
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Mr. Mansrievp. Well, we have very many people in the field and 
I personally can’t keep track of where they all go and what they say. 
{r. Harpy. Well, are they authorized to go around and seek to in- 
fluence Members of Congress? All of your field people have that 
kind of a blanket authorization ? 

Mr. Mansriexp. No, sir. 

Mr. Harpy. Does Mr. Penzel have it? 

Mr. Mansrtep. I believe he does. 

Mr. Harpy. So that is his job? 

Mr. Mansriexp. No, I wouldn’t say that is his job, 

Mr. Harpy. Well, what is his job, Mr. Beall ? 

Mr. Mansrie.p. His job is to represent the Pilotless Aircraft Divi- 
sion of our company in Washington, D.C., and to keep in contact with 
our customer, the Air Force, and with Congress, or any one else that 
is interested. 

Mr. Harpy. Do you have a written job description that he is.sup- 
posed to follow ? 

Mr. Mansrievp. We are supposed to have one for him. I don’t 
know whether we do or not. 

Mr. Harpy. Did you put in writing, or do you know whether you 
ut in writing that, among his other duties, he was to seek to influence 
Jongress ¢ 

Mr. Mansrrevp. I don’t know. I can’t see anything wrong with 
trying to get the facts to a Congressman. 

Mr. Harpy. Well, now, I don’t want to suggest that there is any- 
thing wrong with trying to get the facts to a Congressman, either. 
Iam always glad to get facts, as one Member of Congress. 

Mr. Mansrtevp. Glad to hear it. 

Mr. Harpy. I hope to the Good Lord that I am able to distinguish 
facts from fiction, when I come up to it. That is the problem we are 
confronted with. 

Mr. Chairman, I don’t know whether you want to pursue this 
advertising business any further or not, in the light of Mr. Mansfield’s 
more recent statements, 

Mr. Héserr. I just want to ask one question in connection with the 
ad, Mr. Mansfield. 

Mr. MANSFIELD. Yes. 

Mr. Gavin. Which ad? The Boeing ad? 

Mr. Héserr. Yes, the Boeing ad—the Bomarc ad. 

That was published on the 24th, I understand. 

Mr. Gavin. 27th. 

Mr. Mansrtevp. I think it isthe 27th. 

Mr. Hépert. The 27th of May ? 

Mr. MANsrFIELD. Yes. 

Mr. Hérerr. When did the two Congressmen make their remarks on 
the floor of the House, which you quoted ¢ 

Mr. Mansrievtp. Subsequent to that. 

Mr. Héperr. Subsequent to it ? 

Mr. Mansrtevp. One of them, at least. Let’s see when the other one 
was. That is why I was describing it as an effect of the type of thing 
we had to contend with. 


: Mr. H&éserr. You anticipated what they were going to say on the 
oor ¢ 
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Mr. Mansrtetp. No,sir. We were aware that cy were getting this 
kind of information. They hadn’t stated it on the floor. That is 
correct, both the references I made were subsequent. 

Mr. Hépserr. Subsequent to it ? 

Mr. Mansriebp. Yes, sir. 

Mr. Héserr. So this ad couldn’t have had an effect on setting them 
straight. 

Mr. MansrFieLp. Well, if 

Mr. Harpy. Maybe this ad went in the wrong direction. 

Mr. Mansrtevp. Let’s say, they weren’t set straight. 

Mr. Hésertr. They weren't set straight ? 

Mr. Mansrtevp. In our opinion. 

Mr. Héperr. Now, this ad, as I understand it, and the purpose of 
the ad, is to get the proper information to the American public ? 

Mr. Mansrie.p. I am referring to the series as a whole. 

Mr. Hesert. The series as a whole, or this ad 

Mr. Mansrtextp. Not the entire American public. We didn’t—— 

Mr. Hépserr. That is the reason we are asking you the question. Be- 
cause if you get the information to the American public, the people 
who send the Members of Congress here, both the Senators and the 
Representatives to Congress—you concentrated your effort in the one 
area of the United States where there is no vote. 

I know you are a good publicity man, or a public relations man, but 
I would like to have your comment there. 

Mr. Mansrrexp. Well, my only comment would be that perhaps it 
would be more effective to advertise more generally with such a prob- 
lem, but I wouldn’t think it would warrant the expense. We don’t 
have that kind of money. 

Mr. Hésert. No. But then you concentrate in the one area where 
the public is to be informed, which had no way of expressing its opin- 
ion to its elected Representatives. 

Mr. Mansrtreip. Well, this is also true of most similar advertising. 
I think—I made a little check. I think there have been about 24 com- 
panies using the Washington papers. 

Mr. Heéperr. Well, I will buy the argument that most Members of 
Congress, my colleagues, have no criticism. But they read the Wash- 
ington papers and think the Washington papers speak for the rest of 
the world. And they shudder in their boots, many times, I am sure, 
about editorials in the Washington papers. Back home they never 
heard what they are writing about. So perhaps you were wise there. 

Mr. Mansrtetp. We did use the New York Times also, I was going 
to add 

Mr. Gavin. Mr. Chairman. 

Mr. Hésert. Did this ad appear in the New York Times? 

Mr. MansFietp. Yes. 

Mr. Hépert. How about the Wall Street Journal ? 

Mr. Mawnsrtevp. Not this particular one, but the other three of the 
series did. 

Mr. Hérert. Why didn’t you put this one in, if it was a series? 

Mr. Mawnsrtevp. Just conservation of budget. We were overrun- 
ning our budget. 
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Mr. Héperr. Then, when you planned this original series of four 
ads, you at that time decided it couldn’t be put into the Washington 
papers—rather, other papers ? 

Mr. Mansrte.p. We decided on three papers: the New York Times, 
the Washington Post, and the Washington Star, I believe. 

Mr. Héserr. Why did you delete the other two papers? 

Mr. Mansrietp. No; it appeared in the Washington Star, also. 

Mr. Hésert. Well, don’t you 

Mr. Mansrtexp. If I am not mistaken. 

Mr. Héserr. Don’t you think, to educate, you should have kept the 
New York Times in it and selected one Washington paper? You 
would have had wider circulation, wouldn’t you, with different people ? 

Mr. Mansrie.p. Yes; of course, the New York Times is considerably 
more expensive than the Washington papers. 

Mr. Heéperr. Yes; I recognize that. But if you put them in more 
than one community 

Mr. Mansrie_p. I must say that wasn’t my decision. I wasn’t there 
at the time that was deleted, but I was told it was budget economy. 

Mr. Hépserr. But the budget was stretched a little bit, to put it in 
the Washington papers at the time the appropriations bill was before 
the Congress ? 

Mr. Mansrtetp. No. It was already scheduled in the three, and they 
dropped the Times in the last insertion. 

Mr. Hénerr. I won't press it any further. 

Mr. Gavin. I think, in view of the fact there has been so much dis- 
cussion on this advertisement—it only takes a couple of minutes to 
read it. There are some points in there that I would like to hear. 

Mr. Harpy. Are you going to inquire whether all of this is fact, 
or some of it 

Mr. Gavin. Yes. 

Mr. Héperr. I assume it is fact. 

Mr. Gavin. There is one point in here that I am doubtful about, 
that they seem to have reached a determination on. One paragraph 
of the ad says: 











The Air Force investment in Bomare is buying economical air defense. Bo- 
mare’s superior range of more than 200 miles enables it to provide protection 
with far fewer bases than would be required for city-by-city defense by short- 
range artiaircraft missiles. The Bomare base can provide interceptor cover 
over thousands of square miles. Bomare is advanced, a pushbutton weapon, that 
can be maintained by minimum crews and fired automatically. It will be effec- 
tive for years. The range is being increased over 400 miles, which will more 
than triple the airspace it can protect. 

What evidence do you have to substantiate your contention that 
far fewer bases would be involved or required ? 

Mr. Beaui. Well, Mr. Gavin, if you would lay out a map and lay 
out circles within the radius of the weapon as a radius on the circle, 
you will find that you can cover the perimeter of the United States 
with many less bases with a larger range. 

So, therefore, it is obvious. This is one of the reasons that we have 
General Oldfield working for us, because he does this kind of study 
to find out what is the best way and the cheapest way to provide this 


| perimeter protection. And the one with the longest range does the 
| best job 


Mr. Gavin. General who did you say ? 
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Mr. Beau. Well, it is the one we testified to this morning, General 
Oldfield. 

Mr. Gavry. Supposing they had misfired. Maybe the missile 
wouldn’t go off the pad. Or navigational errors, or something else, 
Maybe you would require a lot of bases, more than the general thinks | 
you would. You don’t know. 

Mr. Hésert. We don’t want to get into a detailed discussion. 

Mr. Gavin. Well, we are discussing about what influences did the | 
advertisement have on people. 

Mr. Harpy. Could I ask him just one question, of a general nature, | 
about this? Isn’t it true that, in that portion of the ad which Mr, | 
Gavin read, some of the statements are opinion, rather than fact? I] 
don’t doubt that you fully believe them to be true, but 

Mr. Beau. No, sir. | 

Mr. Harpy. But isn’t some of it opinion / 

Mr. Beaty. Well, this is a technical problem. Now, for instance, 
the range of 400 miles, as an example 
Mr. Harpy. But, there, when you make that flat statement, haven't 

you got to prove that they are already effective operationally ? 

Mr. Beaty. That says it has growth to 400 miles. We have already 
proven the 250, I believe it said—I am not sure—miles range. 

(Mr. Mansfield aside. ) 

Mr. Beauy. 200, I guess it is. 

Mr. Harpy. In any event, some of the statements in that ad as facts 
are subject to argument ¢ 

Mr. Bratt. No; I don’t believe so. I believe even that extended | 
range is subject to scientific acceptance. 

Mr. Héserr. In any event, it should be proved by the military peo- 
ple who make the decision. 

Mr. Courtney. | 

Mr. Courtney. I have a few questions, Mr. Chairman. 

Mr. Mansfield. | 

Mr. Mansrievp. Yes, Mr. Courtney ? 

Mr. Courtney. Will you tell the committee who was giving Con- | 
gressman Minshall the misinformation which you have just indicated 
he received ? 

Mr. Mansrtevp. I don’t know. I just don’t know. 

Mr. Courtney. Do you know anyone who was conveying 

Mr. Mansrtexp. I only know 

Mr. Courrney. Who was conveying misinformation to the Con- 
gressman ? 

Mr. Mansrtexp. I just don’t know. 

Mr. Courtney. On what basis, then, did you make your statement 
that he was receiving misinformation ? 

Mr. Mansriexp. Because he stated the information and it was mis- 
taken. 

Mr. Courtney. But you don’t know. from what source it came? 

Mr. Mansrie.p. No, sir. I have no way of knowing. 

Mr. Courtney. Do you attribute any source to him ? 

Mr. Mansrie.p. Well, I just have no way of knowing, nor any inter- 
est in investigating it. 

Mr. Courtney. So that, having read the remarks of the Congress- 
man, you assumed he had received misinformation from someone ? | 

Mr. Mansrievp. Yes, sir. 
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Mr. Courtney. And you have indicated that to this committee? 

Mr. MAnsFiExp. Yes, sir. 

Mr. Courtney. And you are unable to identify the source? 

Mr. MansrrEvp. That is correct. 

Mr. Courtney. Nor name any person ? 

Mr. Mansriew. That is correct. 

Mr. Courtney. Or any organization ? 

Mr. Mansrie.p. That is correct. But I think it is evident that he 
wouldn’t make such statements unless someone had told him these 
facts were true. 

Mr. Courtney. Now, you and I will get along very well if you 
answer the questions. 

Mr. Mansrievp. All right, sir. 

Mr. Courtney. I will ask you the questions and you answer. 

Mr. MansFIep. Yes, sir. 

Mr. Courtney. Now, this morning you testified that the advertise- 
ment of May 27, of Bomarc, was to counteract pressures which were 
being — from a competitor. Who was the competitor? 

Mr. Mansrtevp. I am not sure that I used those words. I doubt 
that I would have. I said pressures in behalf of a competitive mis- 
sile. 

Mr. Courtney. You testified under oath, Mr. Mansfield, this morn- 
ing, and I am quoting you, that “pressures were being applied” ? 

Mr. Mansrtevp. In behalf of a competitive missile. 

Mr. Courtney. The applicable competitor. Who was the competi- 
tor? 

Mr. Mansrrevp. I think—if I didn’t say, I should have said in be- 
half of a competitive missile. And the competitive missile is operated 
by the Army and manufactured by the Douglas Aircraft Co., in con- 
junction with Western Electric and many other firms. 

Mr. Beau. Bell Laboratories? 

Mr. Courtney. In conjunction with Western Electric ? 


Mr. Mansrietp. And many other firms. 
Mr. Courtney. Did Douglas apply pressure ? 


Mr. MansFiE.p. I have no knowledge that they did. 

Mr. Courrney. Did Western Electric apply pressure ? 

Mr. MansFievp. I have no knowledge that they did. 

Mr. Courrnry. Who was subjected to the pressure ¢ 

Mr. Mansrie._p. Congressmen. 

Mr. Courrney. Congressmen ? 

Mr. MansFrevp. And many other people. 

Mr. Courrnry. By whom 

Mr. Mansrieip. I can’t tell you because I don’t have any access to 
that information. 

Mr. Courtney. Then how do you know Congressmen were pres- 
sured if you don’t know who pressured them ? 

Mr. Mansriexp. I only indicated the type of remarks that they 
made which caused me to form the opinion that they were. 

Mr. Courtney. How did you find out about the pressures that you 
described under oath this morning? 

Mr. MansFiexp. I think their statements reflect this. 

Mr. Courtney. Well, then, is this reflection, or is this direct testi- 
mony? You have made the charge. No one made it but you, and on 
behalf of your company. Who applied these pressures ? 

44112—59 39 
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Mr. Mansriexb. I can’t answer the question because I don’t know. 

Mr. Courtney. Why did you make the charge if you can’t answer 
the question ? 

Mr. Mansriexb. But I can tell you the sort of thing that was going 
on. 


Mr. Courrney. Don’t answer me that. Why did you make the | 
charge if you can’t identify the person or the organization which | 


applied the pressures and tell us where the pressures were applied? 


{r. Mansriexp. I was stating my opinion, in endeavoring to explain | 


why we ran advertising, sir. 


Mr. Courtney. You didn’t state this morning that you were ex- | 


pressing an opinion. You said that pressures were applied. What 
1s ag testimony now ? 
Mr. Mansrievp. Here is 





Mr. Courtney. What is your testimony now? Were pressures ap- | 


plied or weren’t the apptes'| Yes or no? 

Mr. Mansrievp. Well, let’s define “pressure” now. 

Mr. Courtney. Yes or no? You define “pressure.” It is your 
word. What was applied? 

Mr. Mansrrevp. My answer must be: In my opinion they were, but 
I have no positive proof of this. 

Mr. Courrney. So you are willing to come in here and testify 
under oath as a fact that pressures were applied, and now rely upon 
your opinion ? 

Mr. MAnsEIELD. Yes, sir. 

Mr. Courtney. Is that it? 

Mr. Mansriexp. Because the reason I made the statement was to 
explain why we ran advertising. 

Mr. Courtney. Did you tell—in your sworn testimony this morn- 
ing you didn’t indicate that you were wap, ip, 2 the committee of an 
opinion which you had formed. Did you tell the company officials of | 
Boeing that you were relying on an opinion ? 

Mr. Mansrte.p. The advertising—— | 

Mr. Courtney. Yes or no? | 

Mr. Mansrtevp. The advertising wasn’t my idea. So it wasn’t my 
recommendation. I ran the advertising, but information had been 
acquired that seemed by many people involved to make it advisable 
and desirable—— 

Mr. Courtney. What was the subject of the pressure ? 

Mr. Mansrietp. Bomarc-Nike defense. 

Mr. Courtney. In whose behalf was the pressure being applied? 

Mr. Mansrietp. Now you are referring to one specific 

Mr. Courtney. I am referring to your testimony, sir. 

Mr. Mansrrevp. Well, I think you are trying to make more out of 
my testimony than was intended. 

Mr. Courtney. I am merely using your words, sir. 

Mr. Mansrigextp. I would say in behalf of the Nike missile, or the 





Nike program, and then more directly, I suppose, in behalf of the 
Army’s participation in the defense program. 

Mr. Courtney. Who was applying the pressure ? 

Mr. Mansrie.p. I can’t tell you. 

Mr. Courtney. But it was in behalf—you identified it as in behalf 
of the Nike producers; is that it ? 
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Mr. Mansriexp. In behalf of the Nike program. I did state—I can 
r | recall my testimony this morning, I think. en you asked, or some- 
one asked the same question, I believe my answer was that it was 
| many partisans in behalf of the Army. 
| Mr. Courtney. Who were the partisans? hee ay 
1 | Mr.Mansrretp. That, I can’t tell you. I think it is quite—— 
+h | Mr. Courrney. Who were the partisans? 
Mr. Mansrievp. It is quite likely, quite logical, that they would 
i | have partisans. 
Mr. Courtney. Who were the partisans / 
X- Mr. Mansrtep. I don’t know the names. 
at Mr. Courrney. You have named partisans. Who were baw i 
Mr. Mansrie.p. By partisan I mean someone who favors the 
| Army’s side of the controversy, you see. 
P- | Mr. Courtney. Who are they ? 

Mr. MansFievp. I am not an investigator, sir. 

Mr. Courtney. You are a witness, sir, and you have identified 
ur | partisans. 

| Mr. Mansrtevp. I only did so in order to try to explain to the com- 
ut mittee why it was we felt necessary to run advertising. 

Mr. Courtney. Do you know any partisans? 
fy | Mr. Mansrtexp. I have no desire of prosecuting anyone. 
on | Mr. Courtney. You are testifying before this committee under 

oath in an inquiry concerning pressure—— 

Mr. Mansriep. I am trying to answer your questions. 

Mr. Courtney. Wait until | finish the question. In an inquiry con- 
to cerning pressure. You have made the charge “pressured.” I want to 

know from you on the record and under your oath, whom are you 
mM- talking about. 
an Mr. Mansrrevp. I am not talking about any one individual, sir. 
| Mr. Courtney. What group of individuals are you talking about ! 
_ Mr. Mansrievp. Partisans in behalf of the Army program. 
| Mr. Courtney. Who are they ? 
_ Mr. Mansrievp. I can’t namethem. They exist. 
my Mr. Courrnrey. You mean they exist and you can’t find them ? 
en = Mr. Mansrrevp. That isright. Iam no investigator. 
ble Mr. Courrney. And you will spend your hard-earned profits in an 
advertising campaign without knowing who your adversaries are? 
Mr. MANSFIELD. We are not advertising against adversaries. We 
are just trying to get the facts presented that will show our missile in 
? its proper light. 
Mr. Courtney. That was your testimony this morning; that your 
advertising was for the purpose of counteracting misinformation ? 
,0f Mr. Mansrrexp. Yes, sir. 

Mr. Courtney. Supplied by a competitor ? 

Mr. Mansrievp. Not against adversaries. It is not personally 
the directed 
the Mr. Courrnery. Let me finish my question and you can have all the 

time you want to answer. You testified this morning that your ad- 
vertising program, of which the ad of May 27 was one, was to counter- 
act misinformation ? 
valf | Mr. Mansrrexp. Yes, sir. 


“oil Courtney. Being supplied through the public press; is that 
nght ? 
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Mr. Mansrtetp. I didn’t say—I didn’t happen to say through the 


public press, but that was part of it. 

Mr. Courtney. Part of it? 

Mr. Mansrietp. There is probably more of it that was never 
published. ’ 

Mr. Courtney. I will give you one last chance. Identify any in- 
dividual, any organization, who you say applied pressure upon any 


department of the Government in the Nike-Hercules-Bomare con- | 


troversy. 

Mr. Mansriexp. I would say it was a general pressure. 

Mr. Courtney. General, from whom? What general—— 

Mr. Mansrrevp. Notageneral. It was a general pressure. 

Mr. Courtney. Name a single source. 

Mr. Mansrrevp. Not a general in the Army, but general, prevail- 
ing, common, to many people. 

Mr. Courtney. Nameasinglesource. Nameone. 

Mr. Bratt (addressing associate). Yes; I can name one. 


Mr. Mansrietp. Well, here is an example of the sort of thing—— | 


Mr. Courtney. I don’t wantanexample. I want a name. 

Mr. Mansrrexp. I can’t give you a name. 

Mr. Courtney. And that is your testimony to this subcommittee! 
Mr. Mansrtetp (addressing associate). Do you think it should be 


otherwise? That is all I know. I am just trying to answer the | 


questions. 

Mr. Courtney. I don’t have any further questions. 

Mr. Hésert. Any further questions? 

(No response. ) 

Mr. Hésert. Thank you very much, gentlemen. 

Mr. Courtney. No further questions, Mr. Chairman. 

Mr. Hépert. Thank you. You are excused. 

Mr. Courtney. The Burroughs Co. 

Mr. Chairman, would you gentlemen rise, please, and identify your- 
selves for the reporter and the committee? 


Mr. Trrrany. Iam K. C. Tiffany, vice president, finance, Burroughs 


Corp. 

Mr. Courtney. And Mr. 

Mr. Mrrasrro. Paul Mirabito, general manager of the defense con- 
tracts organization, Burroughs. 

Mr. Hénert. Will you gentlemen take the oath, please ? 

You and each of you do solemnly swear that the testimony you will 
give before this subcommittee in the matters now under consideration 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ? 

Mr. Mirasiro. Yes; I do. 

Mr. Tirrany. I do. 

Mr. Hépert. Gentlemen, be seated. 

Mr. Courtney. Mr. Tiffany, will you verify with me the informa- 
tion which the subcommittee has concerning the employment of retired 
military personnel and then civilian personnel in the Burroughs com- 
plex? Now, against this, so we may have an understanding on the 
record here, how extensive is the defense contracting business of the 
Burroughs Co. ? 
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he | TESTIMONY OF K. C. TIFFANY, VICE PRESIDENT OF FINANCE, AND 
PAUL MIRABITO, GENERAL MANAGER OF DEFENSE CONTRACTS, 
er BURROUGHS CORP. 


Mr. Trrrany. In terms of personnel ? 

Mr. Courtney. In terms of personnel and in round dollars, if you 
have them. 

Mr. Tirrany. We have in the research and development area ap- 
proximately 1,200 people. In the manufacturing area, approximately 
3,400. In the servicing area—that is, of equipments that are installed 
in the field—approximately 1,700 people. 

Mr. Courtney. Now, this, of course, is only one part of the opera- 
en | tion of the Burroughs Co. ? 
| Mr. Tirrany. That is right. 

Mr. Courtney. Is it under a single management or a division ? 

Mr. Trrrany. The defense program ? 

Mr. Courtney. Yes. 
| Mr. Trerany. No. 
| Mr. Courrney. And, in general, you produce electronic equipment ? 
so! | Mr. Tirrany. In general, we produce electronic and calculating 
be | 2nd communicating equipment. _ . 
the | , Mr. Courrney. Now, 1f you will verify these figures with me? We 
® | find in this complex which you have just indicated a total of 14 mili- 
tary personnel of retired status. 

Mr. Trrrany. That is right. 

Mr. Courtney. One lieutenant general, one vice admiral, one rear 
admiral, two colonels, five lieutenant colonels, two commanders, one 
major, and one lieutenant commander. 

Mr. Tirrany. That is right. 

Mr. Courtney. Does that correspond with your record ? 

Mr. Tirrany. That is right. 

Mr. Courrney. And, just very generally, what part or portion of 
chs | the business are these retired personnel engaged in? 

5 Mr. 'Tirrany. Largely as technical people who consult with us on 
these rather major programs in terms of the techniques to be used. If 
I can take a bit of the committee’s time, I would like to brief how we 








on | got where we are. We are a technical company. We have been since 
our founding in the 1880's. 

vill Our product, whether it be a single adding machine or a giant-sized 

on computer, must be ne reliable. Therefore, we have a technical 

| reputation ; at least we hope.we do. 

oi We entered defense work in about 1951. Everything we have now 
in production in the period from 1953 to 1954 was brought to us as 
a major problem of the military. We did a substantial amount of re- 
search, we think, successfully. And during the course of that, these 
numbers of people, during the past 5 or 6 years, have been built up to 

ved augment the technicians that were transferred into the effort from our 

ire’ regular commercial complex. 

“hs Mr. Courtnry. Now, would you verify with me the computation 

co which the committee has made of the pay scales, so we may have some 


understanding of the relative position in the management of the 
company. 
Mr. Tirrany. Yes. 











610 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


Mr. Courrnery. We find here an average pay scale of these 14 of 
$726 per month. This, of course, is in addition to their retired pay, 
Does this correspond with you 








Mr. Tirrany. That is approximately correct. I haven’t computed | some 


it on that basis, but I would say it is approximately correct. 





Mr. Courrney. Approximately correct. And a median pay for the | 


industry of roughly $700, with the more frequently recurring pay 
of $600 per month. Now, of course, you realize, Mr. Tiffany, that we | 
have not received all the responses that we should have. 

Mr. Tirrany. We have requested everyone to reply. 

Mr. Courtney. But, on the basis of the information now available, 
it comes out to a more frequently recurring salary of $600 per month, 
and a median of $700. Now, you are prepared, Mr. Tiffany—and I 
thank you for it—to supply to the subcommittee by separate document | 
the answers on the salary scales for those who have not yet responded. 

Mr. Tirrany. I have given that information to Mr. Messersmith | 
during the recess. 

Mr. Courtney. And also on the civilians. 

Mr. Tirrany. I have given him that, also. 

Mr. Courtney. Now, you have 47 civilian employees. 

Mr. Trrrany. I must correct that. It is now 45. Two have re | 
signed since we sent out the questionnaires. [Laughter.] 

Mr. Courtney. There was nothing frightening about the question- 
naire, was there? 

Mr. Tirrany. I don’t believe so. 

Mr. Courtney. Of these 47 civilians, on the information now avail- 
able, 4 of them appear to have come from the Navy Air Defense 
Center. Is that an organization or an institution to which you supply 
your materials and your product? 

Mr. Trirrany. No, but it is an area of defense requirement in 
which—I will let Mr. Mirabito answer that. 

Mr. Mrrasrro. Whatstationisthat,sir? Isthat Johnsville? 

Mr. Courtney. I don’t know. It is the Navy Air Defense Center. | 

Mr. MessersMiITH. Yes. 

Mr. Courtney. Johnsville, I believe, they are talking about. 

Mr. Mrrasrro. Yes; we do have a contract with Johnsville. 

Mr. Courrney. And what do you furnish there? 

Mr. Mrrasrro. We have a development contract for the develop- 
ment of an airborne computer. 

Mr. Courtney. And would these individuals, four of whom we have 
identified here without naming their—they left the employment of 
the air center and went into your service; is that right? 

Mr. Mrirasrro. Well, I don’t know this of my knowledge. You say 
that that is where they were. 

Mr. Covurrney. This is your answer. 

Mr. Mrrasiro. That could be. This might be the case; I don't 
know. 

Mr. Courtney. Do you recruit and accept employment from the 
Navy center whom you serve as a customer ? 

Mr. Mirasrro. No; we do not recruit the centers that we serve. | 

Mr. Courrnry. Do you know how these employees happened to be | 
transferred from one side of the fence to the other? | 


| 
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Mr. Mirasrro. I have no specific knowledge; no. As Mr. Tiffany 
said, our growth in this area has taken place over a period of several 
years, and we have been looking for technical engineering people for 


ed | some time. 
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Mr. Trrrany. I might say, sir, that, as a matter of policy, our people 
are instructed not to recruit anyone directly from any Government 
agency. If they answer an ad and apply for a job, we accept their 
een and screen them through the same process as we would 
a civilian. 

Mr. Courtney. But you carry on no organized campaign ? 

Mr. Tirrany. That is right. 

Mr. Courrney. Are any of these former employees of the Govern- 
ment whose institution you serve at Johnsville in the procurement 
business ? 

Mr. Mrirazrrto. I don’t believe there are any who are in the procure- 
ment business. 

Mr. Courtney. Or the sales business for your organization ? 

Mr. Mrrasiro. Well, there is one individual who works in the Wash- 
ington office who was employed by the Government 5 years ago, to my 
knowledge. 

Mr. Harpy. Mr. Chairman. 

Just to be sure we don’t get a misunderstanding here, I believe it 
was stated a while ago that you didn’t know which four people had 
come over from the center. 

Mr. Mrrasiro. That is right. 

Mr. Harpy. If that is the case, then you wouldn’t be competent to 
testify as to whether they are in the sales division; would you? 

Mr. Mrraszito. I know they are not in the sales division. 

Mr. Harpy. OK. I just wanted to be sure. 

Mr. Courtney. I will ask you whether or not their technical compe- 
tence would make them an effective salesman, to present the merchan- 
dise that your company has to offer ? 

Mr. Mrrasiro. Ves. One of the requirements of our people who 
solicit Government business is that they be technically qualified, on 
the basis of engineering experience. 

Mr. Courtney. Let us assume they don’t occupy a room named 
“Sales Department,” but are merely representatives of your com- 
pany engaging in conversations or discussions, technical discussions, 
with Government personnel; would you say they would be effective 
in furthering the sales of the company ? 

Mr. Mrirastro. Well, all of our employees—we try to get them to 
improve the sales of the company. I don’t know the four people you 
speak of. If you indicate the location of employment, I could perhaps 
give you better information. 

Mr. Courtney. Well, I am speaking in general terms, now. Then 
you don’t distinguish the sales department as an isolated portion of 
your institution, but you do suggest and require that your employees 
e competent to represent the company in the furtherance of its prod- 
uct wherever they may appear ? 

Mr. Mirasrro. No. I believe the four far that you have reference 

oing engineering work. 

Mr. Courtney. Well, let’s not confine it to the four. Let’s think of 
the 47, and let’s think of the 14 military personnel. 
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Mr. Mirasrro. The bulk of the people that we listed are employed 
at our research center, an engineering laboratory. 

Mr. Courtney. Do they have any contact with their opposites in | 
the Federal service ? 

Mr. Mrirasiro. Yes. Our contracts require that they do talk to | 
their opposites in the service in connection with technical problems. 

Mr. Courtney. And this is in the servicing and furtherance of | 
your production ¢ 

Mr. Mirazito. Primarily in the research and development area, 

Mr. Courtney. And you do hold separate research and develop- 
ment contracts, as I understand it ? 

Mr. Mirasrro. Yes; we do. 

Mr. Courtney. Does General Canine—C-a-n-i-n-e—— 

Mr. Mirapziro. Canine. 

Mr. Courtney. Canine. Ralph J. Canine is an employee of yours. | 
Does he engage in any sales on behalf of your company or discussions | 
having to do with the sales or furtherance of your sales ¢ 

Mr. Tirrany. He has been definitely instructed to confine himself | 
to staff consultation within the company. 

Mr. Courtney. Within the company ? 

Mr. Trrrany. That is right. 

Mr. Courtney. So we would understand, then, that he would have | 
no discussions with Defense Department personnel ? 

Mr. Tirrany. Well, I don’t know what his personal relations are 
with Defense Department personnel. 

Mr. Courtney. I mean in behalf of your company. 

Mr. Trrrany. He has been definitely instructed not to promote the 
sales of our company with Defense Department personnel. 

Mr. Harpy. Could I inquire as to when that instruction was issued? 

Mr. Tirrany. It was issued the day we hired hin, sir. 

Mr. Courtney. And he has been in your employ since sometime in 
1957 ? 

Mr. Tirrany. I can give you the exact date, I believe. He is a con- 
sultant and he consults both on commercial and defense computational 
work in which he is highly skilled. 

Mr. Courtney. Then his employment is not as a regular employee. | 
He is aconsultant; is that it ? 

Mr. Tirrany. That is right. 

Mr. Courtney. It doesn’t appear quite clearly here. And this is 
on a daily basis, or yearly ? 

Mr. Tirrany. It is on a monthly basis, with a 30-day termination 
clause. 

Mr. Courtney. He does have other engagements besides that of the 
Burroughs Co. ? 

Mr. Tirrany. Not to my knowledge, sir. 

Mr. Courtney. So far as the Burroughs Co. is concerned, you say 
that he has been instructed not to represent the company ? 

Mr. Tirrany. He has been definitely instructed by letter. 

Mr. Courtney. By letter. 

Mr. Chairman, I have no further questions of Mr. Tiffany. 

Mr. Hésert. Mr. Hess? 

Mr. Hess. Mr. Tiffany, are any of these admirals or generals or any | 
of these high-ranking officers, of the 14, directors of your company | 
or officers of your company ? 


| 
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Mr. Tirrany. None of them, sir. 

Mr. Hess. None of them. Did I understand you to say that in 1950 
you went into Government business? 

Mr. Tirrany. It was approximately that date. We went in at a 
subcontracting level. 

Mr. Hess. At the request of one of the governmental departments, 
or—— 

Mr. Tirrany. No, at the request of prime contractors at that time. 

Mr. Hess. Has the Government at any time requested you to ac- 
or any research and development work or any work of any kind at 
a 

Mr. Tirrany. They have come to us with problems, yes, unsolved 
problems, and we have agreed to undertake them. 

Mr. Hess. Negotiated a contract? 

Mr. Tirrany. Negotiated contract basis. 

Mr. Hess. I think that is all, Mr. Chairman. 

Mr. Héperr. Mr. Hardy. 

Mr. Harpy. I understand you to say that most of these 47 and 14— 
or Whatever the number is—are in research and development ? 

Mr. Tirrany. A great portion of them are, sir. There are five 

atent attorneys in our legal staff, which is a home-office staff, and 


arge’y work on commercial patents, rather than anything related 
to 


efense. 

Mr. Harpy. None of them are engaged in sales activities at all ? 

Mr. Trrrany. Paul, can you answer that ? 

Mr. Mrrazrro. Yes, I mentioned there is one civilian who was em- 
ere’ by the Government, and left in 1954, who is assigned to our 

ashington office. 

Mr. Harpy. And he does have some sales responsibilities ? 

Mr. Mirasiro. Yes. His job is to contact our customers and work 
with them on their technical problems and bring those problems to 


us. 

Mr. Harpy. Does he also deal—does he contact Defense Depart- 
ment personnel ¢ 

Mr. Mirasrro. Yes, he does. 

Mr. Harpy. Do any of the others in this group participate in any 


| negotiations for contracts ? 
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Mr. Mrrastro. No. The responsibility for negotiation of contracts 


vests in my organization, and it is only my own organization who 


does this. 

Mr. Harpy. And you do not, then, in the course of negotiations, re- 
quire technical advice from these people who are engaged in research 
and development ? 

Mr. Miraniro. Yes, there are occasions when we do require their ad- 
vice and their help. 

Mr. Harpy. Well, wouldn’t they under such circumstances sit in 
at the negotiating table ? 

Mr. Mirasrro. Well, this is correct. They might be called in to 
answer some technical problems that may be involved in the nego- 
tiation. 

Mr. Harpy. Do any of them prepare material for use of the ne- 
gotiators ? : 

Mr. Mrranrro. They might prepare information of a technical na- 
ture for the negotiation. The scope of work, for example. 








614 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


Mr. Harpy. Do you know of your own knowledge whether any of 
them have contacted outside the negotiating room any of their former 
associates in the Defense Department ? 

Mr. Mirasiro. Not to my knowledge, no. 

Mr. Harpy. That is all, Mr. Chairman. 

Mr. Hépert. Mr. Gavin ? 

Mr. Gavin. I haven’t any questions. 

Mr. Hépserr. Any further questions? 

Mr. Courrney. I have no further questions. Thank you very 
much 

Mr. Hess. Mr. Chairman. 

Mr. Héperr. Mr. Hess. 

Mr. Hess. Mr. Hardy asked you with reference to this civilian 
employee who was formerly with the Government, and who is in your | 
Washington office here. What branch of the Government was he | 
employed by before he came with you ? 

Mr. Mrrasrro. I believe he was with the Department of the Navy, in 
their laboratory. 

Mr. Hess. As a technician ? 

Mr. Mrrasito. As an engineer. 

Mr. Hess. Asanengineer. That is all. 

Mr. Harpy. Does he have any responsibilities with respect to | 
influencing the Congress? [Laughter. ] 

Mr. Heserr. No, no. 

Mr. Mrrasiro. That is not his job description. 

(Mr. Hébert aside to Mr. Hardy.) 

Mr. Harpy. Excuse me. Is he charged with the responsibility of 
keeping Congress properly informed ? 

Mr. Mirapiro. That is not his job description, either. 

Mr. Hésert. In that connection, I think it is proper that the Chair 
direct the attention of the committee to the situation the committee is 
confronted with, with particular reference to the testimony of today. 

As a typical example of where words are loosely bandied about—the | 
use of the word “pressure” being exerted. And yet, when on cross- 
examination, and in an effort to pin down the exact charges, we find 
that it is quite difficult to come to a conclusion of anybody being—the 
one applying the pressure. 

I think it important that the committee keep this in mind. It runs 
and will probably continue to run through the entire hearings. If 
these statements are allowed to go unchallenged, then obviously we 
just have general accusations and we have accused and no accusers 
It makes it most difficult to get to the facts. 

But at the same time, I think it points up very much the atmosphere 
in which these hearings have to be conducted and which prompted this 
inquiry, in that you have these loose statements going about, picked up 
and magnified one to the other, until it almost runs out of bounds. 
But when you try to get the thing put on somebody, there is no finger 
to point to an individual. Yet the implication is obviously present 
and everybody is damned and nobody is innocent. 

I think the committee should recognize this very, very much. 

Mr. Hess. I might say, Mr. Chairman, I think it will probably be | 
as difficult to get a definition of the word “pressure” as it is going | 
to be to get a definition of the word “selling.” 
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Mr. Héserr. That is correct. It is going to be that difficult to get 
a definition of pressure as well as selling, but the great danger hes 
in what the individual who hears or reads accepts as pressure and 
selling. 

(Mr. Hess nods. ) 

Mr. Hésert. Which brings in direct and sharp focus the problem 


that is now before the committee. But the committee, of course, in- 


tends to pursue this right to the end. As was stated in the opening 

of the hearings, we have come to no conclusions except to get the facts 

as they exist right on top of the table and right in the open. 
Certainly the previous witnesses were testifying for a reliable com- 
any ; in fact, the top of the 100 major defense contractors, the Boeing 
o. Anybody hearing the testimony or reading the testimony would 


| definitely have to come away with the implication that certain com- 


panies were involved and certain individuals were involved in applying 


| this so-called “pressure.” 
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But the committee will recognize its responsibility and attempt to 
clarify the record as we go along, in order that when we do come to 
suggest legislation and write the report, we will have only the facts 
before us and not hearsay or opinions. 

(The answers to the questionnaire submitted by the Burroughs Co. 
are as follows :) 

BURROUGHS CoRP., 
Detroit, Mich., June 24, 1959. 
Hon. F. Epwarp HE&pert, 
Chairman, Subcommittee for Special Investigations, Committee on Armed Serv- 
ices, House of Representatives, Washington, D.C. 


DeaR Mr. HErvertT: As we indicated in our June 17 communication to you, we 
are submitting the information you have requested on enclosure 1. The specific 
information is enclosed in the attached exhibits, A through D. 

In view of the total number of personnel that will be required to complete 
questionnaires, we will need 55 additional civilian questionnaires. 

Upon receipt of these additional questionnaires, we will submit them to the 
employees for additional completion and return to your subcommittee. 

Thank you for your assistance in regard to the above. If we in turn can be 
of further assistance to you, please do not hesitate to call upon us. 

Sincerely, 
F. G. ARMSTRONG, 
Vice President. 
EXHIBIT A 


Uncompleted Department of Defense contracts held by Burroughs Corp. as of 
June 20, 1959: 





Gross value 
ee age EER pt do AP ee 5 ARNE Eten a ST ae $120, 753, 000 
ge nee ee ee a, Ee Sy ee eae me eS 79, 557, 000 
SSS ATE VTS 8 al SOC DRED PET 39, 958, 000 
EE SRR eee nA places Seah «8 iat SPLIT deeatiede rem echt 25, 395, 631 
PO ictierinatininercca bei npactemamacenamel 265, 663, 631 


EXHIBIT B 


We have no subcontractors having subcontracts of a gross value of $1 million 
or more. 
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Following are the names of Burroughs Corp. employees listed under enclo- 


sure 2. 
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EXHIBIT C 








Namo 


Job title 


Month and 
year of 
employment 





Business address: Defense Contracts Organ- 
ization—sales, Detroit, Mich.: 
SE A: 2 eee 


Business address: Executive officers, Bur- 


roughs Corp., Detroit, Mich.: 
H. D. Baker 


R. J. Canine 


Business address: Burroughs Research Cen- 
ter, Paoli, Pa.: 
A aS Zee a 
Randolph Fite- --- Le 
Charles Lewis Register_...........-._-- 





Senior sales engineer.....------ 


Technical consultant. -.-_----.--.-- 


ce ee ee eee 


Manager, operator department___- 
Staff consultant_ 
Manager, Great Va 


lley Laboratory ....-- 








May 1, 1959, 


Not an em- 
ployee. 
Not an em- 
ployee. 


Oct. 11, 1957, 
Oct. 10, 1987, 
Nov. 1, 1957, 





Following are the names of Burroughs Corp. 


sure 3: 


EXHIBIT D 





Name 





Business address: Research Center, Paoli, | 


Pa.: 
OT ES ee 
Ea ee TES ae 
Vincent Deliverato 
Samuel Bedrosian. -.............-.----- 
ON ESSE ae eee ae 
Myron D. Higbee 
SS leat el RE aa 
George Frankenfield_...........-....-.-. 
py RS ee eer 
EE OO ere ee 
a 
Bernard J. Bradley..............--- 
Thomas Dowds- -.___- 
Milton Greenfield 
Isadore Gross__....- 
John K. Brown........---- 
John Burich_- 
George a. Harding _- ; 
Harry IN on gt chcken inne 


Richard G. Lull 
Ivan Lichty- kee 
Russell Lampman.._------ 
Norman H. Kutner__-_-_- 
Albert J. Meyerhoff__- 
Ervin Leshner ---- S 
Edward Knobelauch-_ ----- 
Leroy Kolderup_ 
Vernon Smith_ i hienk 
OE 
Ear] a. Thomas_____-- 4 mits: 
Lyle Thompson---.-.----- 

Robert Tillman en 
Robert James Williams---_--- ‘a 
ee | ee 
Karl Joseph Zimmer --------- 3 
Isaac Edward Block_-_- - 

Harold Lionel Platzer. _- 

OS) og eee 
Thomas G. Niciforo___--- hi 4d ele esiaaipleies 
Paul D. Pasquine. ___---- 
Donald Webster 
Alfred L. 


‘ 


Reich... .. 


Harold R. Reiss_----------- eu! ae Development engineer. .....-...-------- Ns 





| Supervisor, electrical de sign “section 





Manager, experimental pilot and fabrication 
department. 
Deve! lopment engineer 


Research engineer 
Controller. 
Developme nt engineer. __- 
Supervisor, provram section 
Development engineer- --_- ‘ 
—— Oe 
Associate de velopment engineer. ......... 7 
Technical adviser - - PAS Bae ened 
Senior development e ngineer_- 
Supe rv isors, digits al circuit section 
Purchasing manage ‘ 
Development engineer eae 

do_.-- Pe 
Technical repres entative___. 
Supervisor, components and 

section. 

Research engineer 
Associate development engineer. 
Manager, mechanical engineering section 
Development engineer : 
Supervisor, circuit techniques sec tion 
Development engineer 
Senior development engineer 
Technical adviser _ -- 
Development engineer - - -- 
Program manager. .- 
Technical adviser - 

Fe = " 
Development engi! eer... 
Program manager. stake 


specialties 


Supervisor, technical reports section......-.. 
Supervisor, product engineering section. - ---| 


Manager, computations center. - 
Development engineer __-_-_---- 
Departmental consults es 

Supervisor, nt een ll enginee ring section. 
Development engineer - is are 
eS 


| 


| 
| 
| 
| 


employees listed under enclo- 


Month and 
year of em- 
ployment 








Sept. 19, 1949 | 
July 12, 1985 
Feb. 6, 1956 
Sept. 19, 1955 
June 12, 1950 
Apr. 9, 1966 | 
Feb. 28, 1955 
May 7, 1956 | 
May 1, 1958 
Mar. 8, 1954 
Dec. 3, 1956 
Mar. 9, 1959 
June 25, 1951 
June 1, 1955 
Aug. 29, 1949 
Apr. 30, 1959 
Feb. 20, 1956 
Nov. 29, 1956 
Oct. 3, 1949 
May 24, 1954 
Apr. 18, 1955 
| Mar, 14, 1955 
| Dec. 1, 1958 
| Mar, 2, 1988 
| Dec. 9, 1954 
Nov. 4, 1987 
Dec. 5, 1955 
Aug. 2,19% 
| Feb. 10, 1955 
Oct. 7, 1987 
| July 17, 1980 
| Dec. 5, 1955 
| Mar. 30, 19% 
Mar, 17, 1955 
Apr. 1, 1955 
May 10, 1954 
Nov. 4, 1987 
Sept. 15, 1955 
Mar. 30, 1959 
Nov. 10, 1958 
Dec. 13, 1954 
Nov, 21, 1955 | 
Jan. 5, 1950 | 





Busines: 
Pa.—( 
Jose 
Star 
Mer 
Vict 
Will 
Nat 
Busines: 
tary, | 
Lest 
Hen 
Hen 
Rall 
J.W 
Busines 
zation 
Car! 
Jam 


Hon. | 
Chair 
ic 
DEA 
Corp. 
be inc 
more | 
Tha 





Busines 


Divisi 
Star 
Ded 














ent 


L957. 
1957, 
1957, 


clo- 


and 


eT: 
SASSE 


, 1954 
}, 1956 
), 1959 
), 1951 
|, 1955 


, 1959 
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EXHIBIT D—continued 














Month and 
Name Job title year of 
| employment 
Business address: Research Center, Paoli, | | 
Pa.—Continued 
RREE i, BONNIE wc ccrncdue wns gee 4h Ses | Development engineer-.....................- Feb. 4,1957 
OO BS ee See eee Pa RESET SE SRE ER CREM a ee, Nov. 22) 1954 
DED Mh, CONE ss na ccncnnceddeaccounsen | eee isncta- oe cok La Nov. 29, 1954 
Victor J. Scodius ES me lee Mar. 2,1959 
William Joseph Wasyle Shes: eck ‘ Development enginee r_ oe June 11,1951 
Nathan Pearlman. ‘ | Associate development engineer Seawivbuebiae Oct. 7, 1957 
Business address: Corporate ‘Staff— Secre- | | 
tary, Burroughs Corp., Detroit, Mich.: | 
OR ee Sees Ps a Director, tamed Givigiamh. ....<<cswnicccscncssen Apr. 2,1956 
ON hain Cacicincieadeondeas occa] SMI iikticcssenvendidesineens nines | Feb. 1,1956 
Henry Kauffman...........--- ‘ saya isola le alate daar ehinsigiain ieee et Nov. 25, 1957 
Rallemond Parker_._-__--- ee ager, Paoli patent ope rations___-__-___- | Dec. 1, 1952 


J. Walter Schlipp..-.-- ER a eres) | Mar. 1,1956 
Business address: Defense C ontracts Organi- 
zation—-Sales, Detroit, Mich.: | | 

Carl Ericson, RE Ee ee Senior sales engineer. ..............--. eitaindre | Apr. 1, 1956 


ON SS b cone cdackuundecacdenchanuegecweeeus tne | Sept. 23, 1957 





SURROUGHS CoRrP., 
June 25, 1959. 
Hon. F. Epwarp H&BERT, 
Chairman, Subcommittee for Special Investigations, Committee on Armed Serv- 
ices, House of Representatives, Washington, D.C. 

Dear Mr. HéBertT: Attached please find a list of additional names of Burroughs 
Corp. employees that has just been received by this office. These names should 
be included under enclosure 2. As a result of these additions, we will require 10 
more wilitary questionnaires. 

Thank you for your continued assistance, 

Sincerely yours, 
(Signed) F. G. Armstrong 
(Per G. I. 8.) 
F. G. ARMSTRONG, 


Vice President. 
ADDITIONS TO EXHIBIT © 








| Month and 
Name Job title | year of 


employment 








| 
Business address: Military Field Service | 
Division, Radnor, Pa.: 


| 
| 
.----.----------| Manager, project control de antunania rer: Aug. 18, 1958 





Stanton B. Dunlap 

DeNeear W. Flynn a seesate Field relations supervisor... _. ee 
Michael Verbosh_- eoans : Project engineer __--_--- oS Dec. 9, 1957 
Roy L. Manning baie AE .....| Base office manager ee een | July 1 
Rennix J. Isner et tat ee) 6=— | RS Jan. 65,1959 
EP Reese By eras ae | Mar, 27, 1958 
John W. Edmonde __...._.-.........-..| Field engineer = gna i beaters | Mar, 9, 1959 
Edward J. Gray ee superyv MOR edcasdde wcecunt Oot. 9, 1957 
George D. Keellor______ --- _....| Depot supervisor. __. ee ca el : Sept. 4, 1957 
Carl Loos ; AS al ‘ pets 3 .do ; ; Feb. 17, 1958 


Ralph N, Shaver 


Technical liaison ‘engineer PRN eS ‘| | Oct. 22, 1958 








Mr. Hésert. Thank you, gentlemen, very much. 


The committee stands in recess until tomorrow morning at 10 
o'clock. 


Mr. Tirrany. Thank you, sir. 
(Whereupon, at 3 p.m., the subcommittee adjourned.) 
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EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
PERSONNEL BY DEFENSE INDUSTRIES 


FRIDAY, AUGUST 7, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 

The subcommittee met at 10 a.m., Hon. F. Edward Hébert (chair- 
man of the subcommittee) presiding. 

} Mr. Hépnerr. The committee will be in order. 

Mr. Courtney. 

Mr. Courrnry. Mr. Chairman, we have the Thompson Products— 
Thompson Ramo-Wooldridge, Inc., and affiliated companies, which 

_ I won’t enumerate in full, in detail now, and their representatives 
| here this morning. General Chidlaw; Mr. Wright, the chairman of 
| the board of Thompson Ramo Wooldridge; and Mr. James R. Lewis, 
| the public relations director of the company. 

These gentlemen are at the table, Mr. Chairman. 

Mr. Heésert. Will you gentleman rise and identify yourselves for 
the record ? 

| Mr. Courtney. General, you want to start? 

Mr. Hépert. General, you start. 

General Cuipiaw. All right. I am Gen. Benjamin W. Chidlaw, 
retired. 

Mr. Héserr. Next gentleman? 

Mr. Wricut. John David Wright, chairman of the board, and chief 
executive officer of Thompson Ramo- Wooldridge. 

Mr. Héperr. Next gentleman ? 

Mr. Lewis. James R. Lewis, director of public relations for Thomp- 
son Ramo Woldridge, Inc. 

Mr. Hénerr. Will you gentlemen take the oath, please? 

You and each of you do solemnly swear that the testimony you 
will give before this subcommittee in the matters now under consid- 
eration will be the truth, the whole truth, and nothing but the truth, 
so help you God ? 

Mr. Lewis. Right. 

Mr. Wrieut. I do. 

General Cuiptaw. I do. 

Mr. Hésert. Be seated, gentlemen. 

Mr. Courtney. General, do you have a prepared statement? 
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TESTIMONY OF GEN. BENJAMIN W. CHIDLAW, AIR FORCE, RE. 
TIRED; JOHN DAVID WRIGHT, CHAIRMAN OF THE BOARD; AND 
JAMES R. LEWIS, PUBLIC RELATIONS DIRECTOR, THOMPSON 
RAMO-WOOLDRIDGE, INC. 


General Cuimptaw. Mr. Wright has a prepared statement. 

Mr. Wricut. I have a brief statement. 

Mr. Courtney. Be happy to have you proceed. 

Mr. Wricut. May I? My name is John David Wright. I am 
chairman of the board and chief executive officer of Thompson Ramo 
Wooldridge, Inc. I am present here today in response to your tele- 
gram of July 28, 1959, to Thompson Products, Inc., which requested 
the appearance before your committee of certain representatives of our 
company. 

With me here today are Gen. Benjamin W. Chidlaw, U.S. Air Foree, 
a vice president and member of the board of directors of our corpora- 
tion, and Mr. James R. Lewis, our corporate director of public rela- 
tions. General Chidlaw has been with our company since the summer 
of 1955, following his retirement from active military service. Mr. 
Lewis has held his present position since our merger of last October 
with our former west coast affiliate, the Ramo-Wooldridge Corp, 
Prior to that time he had been with the Ramo-Wooldridge organi- 
zation. 

Weare here today to answer freely and completely all questions that 
you gentlemen may care to ask us concerning the matters mentioned in 
your telegram or, for that matter, on any other questions relating to 
our company which you may desire to ask. In view of earlier pub- 
licity relating to the subject of employment of retired senior military 

ersonnel by industry, we frankly welcome this opportunity to appear 
labios this committee to express our views on this subject. If, per- 
chance, in relation to other aspects of our business being considered 
by the committee, we should not have full statistical answers imme- 
diately available at our fingertips here today, we will gladly furnish 
such further details as you may possibly wish to the committee counsel 
at the earliest practicable date. One exception, as explained to your 
committee counsel, would relate to questions or information concern- 
ing Space Technology Laboratories. This subsidiary company op- 
erates with complete autonomy, except for the furnishing to us of 
financial information, and they should themselves answer questions 
concerning their activities. 

In view of some confusion which apparently exists as to the present 
Thompson Ramo Wooldridge organization, I feel that perhaps a 
capsule history of our present company and its predecessor company, 
Thompson Products, Inc., is in order. 


HISTORY 


Thompson Products [now Thompson Ramo Wooldridge] is an old 
company. The original company was formed in 1901. Its growth 
first paralleled the automotive industry to which it was a supplier, and 
iater the aircraft industry. In recent years we have had further 
diversification into the fields of electronics and missiles. 
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We have been in defense work, to a greater or lesser degree, since 
World War I and expect to continue in defense work as long as the 
need exists and as long as we can continue to make a valuable con- 
tribution to the weaponry and defense posture of our military services. 

Traditionally our company has been essentially a components manu- 
facturer—a parts supplier to the major prime manufacturers. Prior 
to last Somiler, our direct sales to the defense agencies constituted a 
very small part of our total business. Although I was unable to 
secure exact statistics—at the last minute our comptroller tells us 
that most of the business enjoyed by us prior to the merger last year 
involved relatively small research and development contracts, and a 
few spare contracts of some size. 

In the year 1953 the Ramo- Wooldridge Corp. was organized to engi- 
neer, develop, and manufacture electronic products for commercial 
and military uses. Although the financing was supplied by us at that 
time we owned less than 50 percent of the voting stock until last: Octo- 
ber, when we acquired 100 percent by the merger route. It was at the 
time of the merger that Space Technology Laboratories was set up as 
a subsidiary company with complete autonomy except for financial 
accountability. 

We are a highly diversified company. We sell many, many items to 
the automotive industry. Wesell many, many items to the aircraft in- 
dustry. ‘They embrace parts and components for piston engines, for 
jet engines, and for the airplane itself. We sell electronic items for 
both military and commercial use. This broad list of items includes 
semiconductors, high fidelity equipment, and computers. 

Because of this wide diversity, our plan of operation involves de- 
centralization into 14 operating divisions. For the most part these 
divisions are built around a related line of products. Each division 
is headed by a manager and is responsible for its own engineering, 
manufacturing, or procurement, and for its own selling. 

At the corporate staff level we have a small staff which provides 
financing as well as specialized assistance to the various divisions, 
when requested. In addition, our staff has responsibility for the 
long-term future of our company. In general, our staff does no sell- 
ing nor does it perform any other line functions. 

Both at the staff level and in our various divisions we have retired 
Federal civilians and military officers. According to the survey con- 
ducted in response to the inquiry from your committee, I find that 
out of some 22,000 people we have 11 former civil service employees 
and 6 former military men who meet the description in your ques- 
tionnaire. We have no fixed policy as to the hiring of Federal civil- 
ians or military officers. We seek outstanding talent wherever we 
can find it. 

In the case of Gen. Ben Chidlaw, the senior retired military officer 
now in our employ, his splendid military record over more than three 
decades of military service, and his reputation in both wartime and 
peacetime buildup of our Nation’s military strength, are, I believe, 
quite well known. Coming to Thompson Products in the summer of 
1955 following his retirement from active military service, his knowl- 
edge and background experience in matters of organization, adminis- 

tration, human relations, interpretation of projected or proposed de- 
fense requirements, and the like, have made him a valuable member 
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of our top management team. We are indeed happy to have him 
with us. 

In conclusion, I wish to repeat that we welcome this opportunity 
to appear personally before this committee today to clarify any points 
remaining in the minds of members of the committee as to the nature 


of the organization and operations of Thompson Ramo-Wooldridge, | 


Thank you. 

Mr. Hésert. Thank you very much. 

Mr. Courtney. 

Mr. Courtney. Mr. Wright, or any one of you who can, or any one 
of you who wants to answer the question. What would you say in 


the Thompson Ramo-Wooldridge complex would be the number of | 


personnel engaged in military defense production ! 

Mr. Wricur. Well, I have no exact manpower count. But if we 
relate it to sales, our overall volume is roughly broken down now into 
something over 50 percent eventually for military use and something 
a littie bit under 50 percent for nonmilitary use. Presumably the 
manpower would be roughly in proportion to that. 

Mr. Courtney. In proportion ? 

Mr. Wricut. We varied from as high as 70 percent military in 
some years down, last year, to something over 50 percent. 

Mr. Courtney. Then you don’t segregate in your operation the 


military production end of it. It is done as a part of the whole | 


complex ? 
Mr. Wricut. Well, we segregate into the various divisions—— 
Mr. Courtney. Yes. | 
Mr. Wricut. We segregate that far. When an order comes, how- 
ever, from one of the prime contractors, we do not always know 


whether the item produced by us will be used for sens a purposes or | 
Oo 


whether it will not be. At the end of the year, I take it, for renegotia- 
tion purposes, why, our controllers are able to ascertain relatively 
closely what the figure is. 

Mr. Courtney. Well, I would like to set the figures that the com- | 
mittee has compiled against the total employment which would be 
attributable to military production. 

Mr. Wricurt. All right. 

Mr. Courtney. So we may have an idea of the relationship between 
the two. 

Mr. Wricurt. Yes. 

Mr. Courtney. So if you will give us your best judgment as to the 
population of whom these military personnel, retired military per- 
sonnel, will be a part, I think we might have a better understanding 
of the relationship. 

Mr. Wricur. Last year—and my figures are exclusive of those of 
Space Technology Laboratories—50 percent of some $300 million of 
business that we did found its way to the Military Establishment. 
This year it is our forecast that, out of some $330 million, approxi-| 
mately 45 percent will find its way to the Military Establishment. 
Here, again, largely through the subcontract route and not through 
direct sales to the Government agencies. 

Mr. Courtney. Well, your biggest production is in components, is 
it not? 

Mr. Wrieut. Yes: that is right. 
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Mr. Courtney. Well, now, I don’t know whether you are able— 
well, tell us what your total population is. Perhaps we can get it 
that way. 

Mr. Wricur. It is about 22,000 people. 

Mr. Courrnery. About 22,000. And if you made a distribution on 
the sales basis, roughly half of them would be directly attributed to 
the military production ? 

Mr. Wrieur. That is correct. 

Mr. Courrnry. Now, as to the retired military personnel who are 
employed, are they assigned to the defense production end or are used 
generally in the company ? 

Mr. Wricur. I would have to answer that, I think, specifically as 
to personnel, because they have different assignments in our overall 
organization. 

I am most familiar with the responsibilities of General Chidlaw, 
because he reports to me. And he 1s not specifically assigned to any 
one phase of our business. He is attached to our corporate staff and 
his responsibilities relate to production for nonmilitary as well as to 
military. 

When it comes to General George, who is attached to the Ramo- 
Wooldridge Division, the Ramo-Wooldridge Division finds most of 
its volume going to the Government agencies, and therefore his re- 
sponsibilities would relate there, although in the case of General 
ones his duties are almost entirely administrative duties. Prior to 
the merger they involved finance, they involved human relations, 
providing facilties, and that type of thing. 

Mr. Courtney. Now, the Space Technology Laboratories, whose 
figures we have in total here, which is an offshoot of your company or 
was spun out of it 

(Mr. Wright nods.) 

Mr. Courtney. Produces nothing but ideas; is that right ? 

Mr. Wricut. I wouldn’t say that. I think they had best answer the 
question. I think mostly they provide engineering services, but I am 
under the impression that they may provide some hardware on spe- 
cial occasions for special purposes. It would be a very small percent, 
Tam certain, of their total volume. 

Mr. Covurrney. But basically, they are an engineering or a systems 
advisory group; is that right ? 

General Cumptaw. Yes, sir. 

Mr. Wricnt. That is my understanding. 

Mr. Courtney. Now, if you will verify with me the figures that the 
committee has compiled from the answers to your questionnaire? We 
weren’t prepared to isolate space technology out of it. But there will 
be ample opportunity for correction if they are incorrect. We have 
one general. who, of course, would be General Chidlaw. 

Mr. Wrieur. That is correct. 

Mr. Courtney. And two lieutenant generals, one major general, one 
brigadier general, one colonel, one lieutenant colonel, and two majors. 
One captain of the Navy, two lieutenant commanders. Or a total of 
12 ex-military, as we come along the line. 

And in the analysis of the assignment of duties as would be de- 
ducted—and this is a committee conclusion—from the answers to the 
questionnaire, we would have three who appear to be definitely in ad- 
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ministrative duties, four in technical capacities, and three in what we 
describe as miscellaneous for want of a more specific character and 
with no intent to reflect on anyone. Two appear to require further 
identification, but could possibly be attributed to sales. 

Now, in the analysis it shows that seven of these were voluntarily 
retired, five involuntarily retired, two retired for disability, with an 
average retired pay of approximately $600 a month. 

Now, these {.gures may be a little confusing in comparison with 
some of the other companies, but when we give consideration in this 
case to what you produce, and the employment of these various tech- 
nicians, your median pay comes out to $1,200 a month in this class of 
employment. 

Now, do you have any quarrel or difference of opinion with respect 
to the analysis? 

Mr. Wricut. We don’t have. We haven’t had an opportunity, of 
course, to verify this. But if you put this together out of the answers 
to the questionnaires, I am certain it must be correct. 

Mr. Courtney. Now, in your experience, what is the value of the 
retired military personnel in the production in which you are engaged 
at Thompson Ramo-Wooldridge ¢ 

Mr. Wrieut. Well, my best answer will have to do with the services 
performed by General Chidlaw, because he is the only one who meets 
this description who happens to report to me and for whom I estab- 
lished his particular responsibility. 

He is a member of our board of directors. We have a working board 
of directors. Our meetings usually last for 2 days. They involve ap- 
praisal of the performance by each one of these various divisions of 
the company. They involve appraisal of their projects both for mili- 
tary and for nonmilitary purposes. It involves an appraisal of what 
they are doing to keep themselves alive, into the future. 

General Chidlaw is a valued member of our policy group. Our 
policy group is a relatively small group made up of representatives 
both of our corporate staff and of our various divisions, which formu- 
late an overall policy for the company—an overall human relations 
policy, an overall policy as to any item which may require discussion or 
formulation of a policy. 

He is chairman of our committee on planning, which again has the 
broad responsibility of looking into the far future. By “far future,” 
I mean 5 and more years from now, rather than immediate future, 
which might be taken to be the period of now for the next 5 years. 

He is chairman of the committee which has to do with the assignment 
of products or projects to a particular division. With 14 divisions, 
it is sometimes that we find 2 or more divisions getting ambitious in 
the same direction. It doesn’t make sense for our divisions to com- 
pete with each other. The general, then, heads the committee which 
listens to the facts and makes a determination as to where the particu- 
lar product or project should be mages. 

On numerous occasions he pinch-hits for myself. And prior to the 


time that I became chairman of the board, when my predecessor was 
chairman of the board, Fred Crawford, General Chidlaw pinch-hit 
for him in civic meetings, and in national trade meetings. 

General, does that pretty well cover the ground ¢ 

General Cuipiaw. I think so. 
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Mr. Courtnry. Now, Mr. Wright, what precisely did you acquire 
when you acquired the Ramo-Wooldridge organization and brought 
it into what is now the Thompson Ramo-Wooldridge complex ? 

Mr. Wricut. Well, as I indicated in my statement, the Ramo- 
Wooldridge Co. was organized in the year 1953 to engineer, to develop, 
and to manufacture hardware for the electronics industry, both mili- 
tary and nonmilitary. 

In the period from 1953 until October 31 of 1958, the time of the 
merger, they planted seeds in a number of different areas. One of the 
areas in which they planted a seed was in the field of semiconductors— 
diodes, transistors—little electronic gadgets that might be referred to 
as the heart of the computer, although they have many other uses in 
addition to serving computers. This is a business which has both 
military and commercial aspects. 

In general, however, they come up with products which are shelf- 
type products. They goontheshelf. They gointoinventory. Then 
they are purchased—well, they are purchased all over the country in 
relatively small amounts. That is one of the seeds. 

They planted another seed in the field of computers. As a result 
of that seed, we delivered the first computer ever in the history of the 
world specifically engineered to operate a refining process just a few 
months ago. Since that time we have sold a number of these. But 
it was an exciting occasion when Texas Co. put this computer on line 
to actually operate its process. 

Another seed they planted was in the field of smog control. 

Mr. Héserr. For the Los Angeles area? 

Mr. Wricut. Sir? 

Mr. Héserr. For the Los Angeles area ? 

Mr. Wricur. I understand that the smog problem is not confined 
to the Los Angeles area. [Laughter.] But that is another one of the 
seeds. 

Then, of course, Space Technology Laboratories, which had been 
operated as a separate division of Ramo-Wooldridge, was established 
to provide technical guidance for the Atlas program originally. 'To 
that was later added Titan, Thor, and then, a little more recently, 
the Minuteman program. 

In addition to that, they have had some other activities that they 
can explain a lot better than I can. : 

There are a number of others. 

They have activities in the field of infrared. They have activities 
in the field of communications. They have activities in the field of 
data processing. 

They are taking a rather broad bite at very complex electronic and 
related products. 

And what we acquired was—well, actually, we owned a large part 
of the company prior to the merger. We acquired that ownership 
which we did not have at the time of the merger. It brought to us 
and to our balance sheet the physical assets of Ramo-Wooldridge. It 
brought to us the organization of Ramo-Wooldridge. And _ it 
brought to us the business and the contracts that they had. 

Mr. Courtney. Prior to this merger, and the formation of Thomp- 
son Ramo-Wooldridge, Inc., the Ramo-Wooldridge organization, of 
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which you were a part owner, was also the technical adviser to the 
Air Force, was it not ? 

Mr. Wricut. Through this Space Technology Laboratories Divi- 
sion ; that is correct. 

Mr. Courtney. Well, even before the Space Technology Division 
was formed out of Ramo-Wooldridge, was Ramo-Wooldridge not the 
adviser to the Air Force ? 

Mr. Wrigut. Yes; Ramo-Wooldridge was the Sapa which had 
the contract to provide these services. I am just describing the or- 
ganization when I say that it was Space Technology Laboratories Di- 
vision. Prior to that it was known, I think 

Mr. Lewis. Guided Missile Research Division. 

Mr. Wricur. But it was Ramo-Wooldridge. It was one of these 
activities that I described. 

Mr. Courrney. And, as such, they were, of course, privy to the 
plans and programs of the Air Force, and were contributing technical 
advice and guidance for the development in the missile field, were they 
not ? 

Mr. Wricut. Well, I say those who were assigned to the project, 
and who were cleared to know, had access to these plans and partici- 
pated. Those of us who were not cleared to know, of course, did not 
participate and really had no personal knowledge of what was being 
don except in a very broad way. 

Mr. Courrney. And when you took over the Ramo-Wooldridge or- 
ganization and formed this present company, did you take with you 
into your present complex the personnel who had been advising and 
guiding the Air Force in its missile program ¢ 

Mr. Wricut. To a very, very small extent. I don’t know the exact 
percentage figures. Dr. Ramo, who had originally headed the efforts 
for the Air Force, came with us. And there may have been a ve 
smal] number of others who in the division of the business stayed wit 
the Ramo-Wooldridge side. My understanding is that by far the 
largest percentage who had been involved in the program stayed with 
STL. Isthat right, Jim? 

Mr. Lewis. Yes, sir. 

Mr. Courtney. Now, outside of your financial interest, you say 
Ramo-Wooldridge, Inc., the present company, has no direct relation- 
ship with the Space Technology Laboratories ? 

Mr. Wricut. That is correct, sir. 

Mr. Courrney. Are you privy to the work of this laboratory in any 
way ? 

Mr. Wricur. We are not. 

Mr. Courtney. General, you shake your head “no” ? 

General Cu1ptaw. None whatsoever. 

Mr. Courrney. Do you know of any of the developments or do 
you become acquainted in any way with the developments and pro- 
jections and plans and technical advice which this organization, Space 
Technology Laboratories, gives to the Department of the Air Force? 

Mr. Wricut. We do not. We know only what we see in the news- 
papers and other places. 

Mr. Courtney. Are you or any of the officers of the Thompson 
Ramo Wooldridge Co, either oflicers or directors of the Space Tech- 
nology Laboratories ? 
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Mr. Wricur. No; we are not. 

Mr. Courtney. And, outside of financial accountability, then would 
we understand there is a complete separation ? 

Mr. Wrieur. That is correct. 

Mr. Courrney. As of the present time ? 

Mr. Wrigur. That is correct. 

Mr. Courtney. General Chidlaw, if we ask a few questions for clari- 
fication on the answers to your questionnaire. 

General Cuipiaw. All right, sir. May I start, Mr. Courtney, by a 
very brief statement? Would that help? 

Mr. Courtney. Yes, sir. 

General Cuiwitaw. My name is Benjamin W. Chidlaw, General, 
U.S. Air Force, retired. As Mr. Wright has indicated, shortly after 
my retirement from active military service in May of 1955 I entered 
the employ of Thompson Products, Inc, [now Thompson Ramo Wool- 
dridge, Inc.). 1 am presently a vice president and member of the 
board of directors of that corporation. 

The opportunity to appear before this committee and to comment 
upon the role of retired senior military men in industry and the asso- 
ciated implied problem, at least as stated in certain accounts I have 
seen—that of the possibility of so-called exerting of influence—is an 
opportunity, Mr. Courtney, I frankly welcome. 

ight at the outset I wish to go on record as stating that within 
my own personal observations and experience while in the military 
service—and this covers a period of some 33 years of commissioned 
service—I have never realized frankly that this constituted a problem. 
Isay this in complete sincerity because in the many years I spent in the 
logistics—the materiel development, procurement, and production— 
side of Air Force activities, never once can I remember being “pres- 
sured” by a senior retired officer to follow a course of action, or asked 
to direct a specific program or project to his own selfish interests. If 
such a problem is known to exist today then it must, of course, be 





solved. 


I have read Gen. Omar Bradley’s statement to this committee. I 
believe sincerely, as he does, that former members of the armed serv- 
ices can contribute a great deal to industry. 1 will go further and 
state that these officers, if properly placed in industry, can continue to 
contribute in great measure to the defense posture of our country. 
Most senior officers of high rank obtained that position in their respec- 
tive services by being good organizers, able administrators, and b 
possessing those somewhat intangible but nonetheless invaluable qual- 
ities of strong leadership and broad understanding of human relations. 
Iam sure the committee will agree that these same factors of knowl- 
edge of proper organization, good administration, and strong leader- 
ship are equally valuable to industry. 

It is my sincere belief that the investigations of this committee will 


_ ultimately disclose instances in which the services have been materially 





aided in obtaining new and better weapons—and obtaining them 
sooner—due to the counsel, advice, and direction of former military 
men now retired from active military service and working in various 
industries which contribute to the Nation’s defense picture. 

It would seem apparent, however, that more definitive and more 
readily understood rules, regulations, and/or possible legislation on 
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the scope of activities of retired officers, other former governmental 
officials and civil service personnel within industry, seem indicated to 
the Congress, or your committee would not be studying this problem 
today. I would strongly urge, however, that such rules, regulations, 
and/or legislation, if and when proposed, insure that the defense needs 
of our country and the needs of our defense industries are not preju- 
diced by unduly restrictive limitations on the activities of former 
military officers, or civil servants, who have spent the major po 
of their adult lives in dedicated service to their country and who still 
are able to contribute in considerable measure to the progress of 
weapons development for our armed services. 

Unduly restrictive legislation could have far-reaching consequences 
upon the Armed Forces—consequences which are relatively difficult to 
predict accurately at this time. 

For example, younger officers trained or in training in the various 
fields of engineering, science, or business management, realizing that 
they might not be able to seek gainful employment upon retirement 
from military service, might wish to resign from the service at an 
early age to further their personal careers within industry in the 
respective technical or business management fields in which they have 
demonstrated capability. 

Officers in the middle age and senior groups now performing a 
valuable service in the areas of research, development, procurement, 
and production of items of military equipment, knowing that under 
the present system they face retirement at a comparatively early age 
and knowing further that there were perhaps special prohibitions 
against their employment by industry for a specific “cooling off” 
period following retirement, would have, in my opinion at least, a 
normal and natural tendency to shy away from such service assign- 


ments as might preclude their later association with industry in the | 


very specialties in which they are best qualified. 
Yet another factor which could possibly be envisioned—and this in 
my mind is more important, perhaps, than those mentioned above— 


is that capable young men presently mine sere | the military as a/ 


lifetime career might be persuaded by their consideration of the im- 


pact of unduly restrictive legislation to cast their decision against _ 


following a service career. Obviously these same capable young men 
study all aspects of the problem very seriously before casting their 
lot with the military. They realize full well that if they elect to 
make a career in the military they and their families will never have 
an abundance of worldly goods; they know that such a career fre- 
quently involves protracted periods of separation from their families; 
they weigh carefully the admitted advantages of a military career 
against the known disadvantages. A possible compounding of such 
disadvantages must be carefully weighed and measured lest we Jose 
the talent and ability of these young men in our Nation’s Armed 
Forces for the years ahead. 

I realize, of course, that in this brief statement I have hit only 
the high spots of some of the problems facing the committee. I am 
sure that all facets of the problem will receive the most serious a 
and consideration by the committee, and that any legislation which 
may stem from your study will be in the best interests of the Govern- 
ment and at the same time will avoid undue restrictions on retired per- 
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sonnel who are capable of a continuing contribution to our Nation’s 
defense efforts. 

Thank you very much. 

Mr. Courtney. General, you are the highest ranking officer of the 
Air Force yet to appear, along with representatives of your sister 
services. 

Now, you retired in 1955, I think? 

General Cumiaw. That is right. 

Mr. Courrney. Late in 1955. And the restriction on your sales ac- 
tivities under the statutes relating to the Air Force would be 2 years. 
Do you have any opinion as to whether or not this restriction is handi- 
capped to the employment of officers or whether it is, in fact, an en- 
forcible statute or restriction ¢ 

General Criptaw. Well, I would certainly imagine it would be 
enforcible, sir. 

I don’t think the restriction on sales—I can speak only for myself, 
Mr. Courtney. 

Mr. Courtney. I am asking you for your own experience. 

General CuipLtaw. The restriction on sales could go on for 22 years 
and still wouldn't alter my opinions on that particular facet of the 
thing. 

Speaking generally now—and I believe it is in a broad answer to 
your question. 

Mr. Courtney. Yes. 

General Cuiptaw. I would say that perhaps the officers or military 
men who were directly concerned with procurement should have a 
restriction on their efforts because of perhaps knowledge of projects 
or programs—something of which they had intimate knowledge, and 
which would, oh, shall I say, give one organization or another perhaps 
a little advantage. 

Mr. Courtney. A more favorable position in competition with 
another organization not so supplied ; is that it ¢ 

General CutpLaw. Well, I would say perhaps it would; yes, sir. 
] mean it it were unlimited in scope. 

Mr. Courtney. Now, you have—— 

General Cuiiaw. Please remember this, though, Mr. Courtney. 
You get awfully stale awfully fast on programs and projects, and 
things of that kind—information of that kind. 

Mr. Courtney. Now, you have had 5 years’ experience in an indus- 
trial concern, and you know the word “sale.” You have heard it 
repeated many times. 

General Cuipiaw. That is right. 

Mr. Courrnry. It has come to you in the statutes and in the Air 
Force regulations. This is an area which gives some concern. Be- 
cause I would like to have from you what you would consider to be 
participating in a sale, in any understandable terms. 

General Cum iaw. Well, my opinion of “sale,” sir, is one of the 
actual negotiation, that is, the actual making of a contract around 
aspecific item of equipment. 

I realize various interpretations have been given to “selling.” 

I think—I read one comment, and I have forgotten where I read it, 
I think it was before this committee—one gentleman has said that 
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the best salesman for an organization is the president, and the second 
best is the chairman of the board. 

I don’t think that that is selling, as I envision it, sir. You are sell- 
ing a philosophy, you are selling an organization, you are selling a 
reputation, but you are not selling in the classic sense. 

Mr. Courtney. Well, in your experience as a former general, re- 
tired general of the Air Force, and now a vice president of the Thomp. 
son Ramo Wooldridge Co., are you able to divorce either of these 
associations from the business of the company? Aren’t you always, 
ny you go out, a representative of the Thompson Ramo Wooldridge 

0. 

General Cuipiaw. That is right; yes, sir. 

Mr. Courrney. And, of course, the company is engaged in pro 
duction. 

General Cuipiaw. That is right. 

Mr. Courtnry. So would you say it would be possible to define an 
area in which you would not at some point and in some broad context 
be engaged in selling—the company, if not the product ? 

General Cuipiaw. As I say, within my own daGnition, sir, I am not, 

But I realize that in the broadest sense any time you attend an 
association meeting, any time you represent the chairman or the presi- 
dent, as Mr. Wright has indicated, I perhaps am selling the philosophy 
of our organization—not a product, not a program, not a contract. 


Mr. Courtney. But in your experience, you would think it workable 


to have some definition—and I am repeating your answer, now. 

(General Chidlaw nods.) 

Mr. Courtney. Which would limit the term “selling” to a product, 

General Cuip.aw. A product 

Mr. Courtney. Ora specific contract. 

General CuipLaw. Or a contract or a system; yes, sir. I think it 
would be definable in that sense. 

Mr. Courtney. Now, how about the exchange of technical informa- 
tion between representatives of your company and their opposites in 
the military service which might ultimately result or be certainly 
planned to result in a production item of some kind? 

General Cuipiaw. I don’t get the complete question, sir. 

Mr. Courtney. Well, let us suppose your engineers and the Depart- 
ment of the Navy—to get completely out of the Air Force for the 
moment. 

(General Chidlaw nods. ) 

Mr. Courtney. Wanted to produce a gadget, let us say a periscope, 
or whatever it may be—some newfangled idea. 

(General Chidlaw nods. ) 

Mr. Courtney. And your engineers and the engineers of the Navy 
Department exchanged technical information. Ultimately your com- 
pany received a contract for the production or the development, I 
should say—would be the first stage ¢ 

General Cuipiaw. Yes. 

Mr. Courtney. Certainly having had the development, it would b 
in a better position—and this is recognized. 

General Cumpitaw. That is right. 
Mr. Courtney. In the procurement regulations. | 
General Cuipiaw. Yes. | 
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Mr. Courtney. To produce the item. 

The entire series of events that follow from the exchange of tech- 
nical information carries through to a contract. 

General Cuiptaw. That is right. 

Mr. Courtnry. Now, do you think there is any point along the line 
at which a line could be drawn as to what constituted the sale which 
was ultimately made? 

General Cuipiaw. In my own mind, I think a point could be drawn, 
yes, sir, at the point of contracting for the item, for the actual item 
of research and development, or later production that you have indi- 
cated. 

I don’t exactly follow, sir, the point you are trying to make. 

I think your question is: Is there a divorcement between the time 
when it is a twinkle in their eye and when it actually becomes later 
a confirmed contract or a signed contract ? 

Mr. Courtney. Well, that is the situation in which we find our- 
selves here, so far as some of the testimony is concerned. 

With the exchange of technical information—and I don’t want to 
suggest that I am expressing any conclusions merely because I ask the 
question. 

(General Chidlaw nods. ) 

Mr. Courrney. We have the exchange of technical information to 
develop, well, let’s say a periscope. It is only a twinkle, as you spoke of. 

Now, in a very short while the ideas finally take form and a re- 
search and development contract is entered into, with the people who 
have been exchanging information. 

How does that cease to become a sale? What differentiates that 
from the man who has merely an order book, who steps in a different 
room in a different suit ? 

General Cumpiaw. Well, in my opinion, sir, there is a rather readily 
understandable line of demarcation. 

I would like to maybe draw a personal—give a personal example 
of some of my operations in the corporation. pall seme 

Mr. Courtney. Clarify it. 

General Cumiaw. The Air Force has known and put out to all 
companies at large certain military requirements. Those military 
requirements to various companies mean various things, because they 
cannot always be—you can’t put enough in a military requirement to 
describe everything in minute detail. 

Those sometimes need interpretation. In one or two instances in 
our company, where we have been working—an individual preparing 
a compilation of technical data and material, data which might be 
turned in on competitive bidding I have been able to assist in say- 
ing “I don’t think we should follow that line,” or “I suggest we indi- 
cate our management problem thus and so.” I can’t enter too much 
into the technical side of these things because I no longer can keep 
up with the technology as it is today. But there, again, if that is 
selling, then I am guilty of selling, sir. But to me that is not selling 
because I have contacted no one. I have made no approach in any 
way, shape, or form toward the actual consummation of a contract 
or a project. 

Mr. Courtney. Well, in the situation you just put, General, then 


| you would be responding to an announced military requirement. 
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General Cutptaw. That is right, yes. 
Mr. Courtney. In which many companies could participate. 


General Cuipiaw. That is right, which is accessible to all com- | 


panies, too, sir. 

Mr. Courtney. Accessible to all companies. 

Now, that brings me down to the second question. Do you keep 
abreast. in your own retired military capacity with the developments 
and projects of the Air Force, or the other services, for that matter? 

General Cuiptaw. No, sir; you cannot. 

Mr. Courrney. You have access or are you privy to any such in- 
formation ? 

General Curpiaw. I am not. 

Mr. Courtney. Doesn’t the Air Force, or does it, encourage your 
continual acquaintance or attempt to keep acquainted with the future 
requirements of the Air Force as they unfold ¢ 

eneral Cuipitaw. They do through very well established and 
routine patterns, sir. 

Mr. Courtrnry. And that would be what ? 

GENERAL. Well, I can’t give the exact chronology of the thing. 

Mr. Courtney. No. 

General Cuiptaw. The Air Research and Development Command 
puts out various documents listing projects well into the future. 
Those are accessible to all companies, sir. As a matter of fact, they 
encourage that, because they want to encourage greater corporate par- | 
ticipation in some of their earlier research and development business. 
But those are accessible-—— 

Mr. Courtney. Those are accessible to everyone ? 

General Cuipiaw. Those are accessible to everyone; yes, sir. 

Mr. Courtney. And would you say the line could well be that 
which—where the requirements are accessible to everyone, rather than 
an isolated case of a single company being chosen to bring on a 
product ? 

General Cuiptaw. Oh, very definitely, I think that could and. 
should be done. 

Mr. Courtney. So, then, as far as your technical knowledge of the 
projections of the Air Force, or the other services, it is confined to 
news media and other information which is commonly disseminated to 
producing companies or prospective producers ¢ 

General Cuipiaw. That is right, sir. 

Mr. Courrney. No limitation on that whatsoever, is there, as far 
as you know? 

General Cuipiaw. As far as I know; no, sir. 

Mr. Courrney. Of course, the matter of security would limit the 
number of companies, would it not, because 

General Cuipiaw. I think 

Mr. Courtney. If it is in the future development, the company 
must be qualified for security before it would be able to participate in 
any discussions ? 

General Cam aw. Oh, I am sure that isso. And I say this w ithout 
any direct knowledge. I am sure all the companies that are priv, 
leged to get these advance documents—again, I have forgotten what, 
the terminology of them are—from the Air Research and Develop: 
ment Command, are certainly cleared for security, knowledge of t e 
personnel, and so on. 
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Mr. Courtney. I haven’t anything further. 

Mr. Hépert. Mr. Hess? 

Mr. Hess. Yes. 

Mr. Wright, I believe—looking over the questionaire of General 
Chidlaw, I believe he says there that about 5 percent of your business 
of Thompson Ramo Wooldridge are prime contracts with the mili- 
tary ; is that about correct ? 

Mr. Wricut. I think that was true prior to the merger with Ramo- 
Wooldridge. I think that was true at the time that he came with us. 

Mr. Hess. What would you say the percentage is now, of prime 
contracts ¢ 

Mr. Wricur. I don’t have exact figures, but it is a higher 

Mr. Hess. Just approximately. 

Mr. WrieHr. Percentage. 

Mr. Hess. Is it larger than five or less than five ? 

Mr. Wricur. Yes, it is larger than five. It is larger than ten. I 
don’t know how much larger. Because I don’t know the exact split 
up of the Ramo- Wooldridge business, as to how much of that is prime 
and how much of that is subcontracts. 

Mr. Hess. Did I understand you to say that you have divisions set 
up! 

Aer. Wricut. That is right. 

Mr. Hess. In Thompson Ramo Wooldridge ? 

Mr. Wricut. (Nods.) 

Mr. Hess. And each division acts as a separate entity; is that cor- 
rect: ? 

Mr. Wricut. That is correct. 

Mr. Hess. Does it enter into contracts with the Government? 

Mr. Wricut. Yes. 

Mr. Hess. Each separate division ? 

Mr. Wricat. Yes, that is correct. Each division handles its 
own 

Mr. Hess. So that management has nothing whatsoever to do with 
selling ¢ 

Mr. Wricur. Except in a consulting capacity, if we are called in to 
give special assistance. 

Mr. Hess. You would not contact the Government procurement 
officers ¢ 

Mr. Wricur. No, sir. 

Mr. Hess. You have in each division somebody who would make 
those contacts ? 

Mr. Wricur. That is correct. 

Mr. Hess. Do you have any military personnel in any of your di- 
visions ? 

Mr. Wricut. Yes, sir. 

Mr. Hess. Who make these contacts? 

Mr. Wricut. Yes, we do. 

Mr. Hess. Who make these contacts with the Government ? 

Mr. Wrieur. Well, I don’t think that. But we do have military 
personnel in some of these divisions. General George, for example, 
is attached to the Ramo-Wooldridge Division. 

Mr. Hess. Now, let me ask you a question about Space Technology 
Laboratories. Dothey do any manufacturing at all ? 
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Mr. Wricurt. Well, my understanding of it is that it is a very smal] | 


fraction of their total business. 
Mr. Hess. They are really selling their services? 
Mr. Wricur. They are selling engineering services for the most 
art. 
: Mr. Hess. Now, General, let me ask you a question. 

Mr. Courrney. Was referring to this—and I believe you referred 
also in your statement to this so-called cooling-off period which is in 
the law at the present time. 

General Cuiptaw. Yes. 

Mr. Hess. What is your feeling about a cooling-off period, the 
length it should be, and who it should apply to? 

General Cuiptaw. Well, to me, sir, a cooling-off period—I don’t 
know how long it takes to cool off. But certainly, a period of time on 
the direct contracting—our procurement officers in the services, ones 
who are engaged right down in the finalizing of contracts: It would 
seem to me that it would be in the best interests of the Government for 
a limited period. I am not prepared, sir, to say what that period 
should be. I think your Committee studies will probably bring a 
better idea than one I could give. 

On the other hand, I would hate to think that many of the senior 
officers who are engaged in those activities would be precluded from 
going into industry upon their retirement if they felt ie could make 
a contribution to the defense posture of our country. 

Mr. Hess. You wouldn’t apply that law to, let’s say engineering 
officers, or somebody in that category / 

General Curptaw. Not unless they were likewise involved in carry- 
ing the engineering right on through certain procurement services. 

I think it would have to be fairly definitely spelled out, sir. And I 
think it could be studied and developed along those lines. 

Mr. Hess. You are familiar, of course, with dual compensation 
statutes ? 

General Cuiptaw. That is right, sir. 

Mr. Hess. Would you care to comment on the advisability of re- 
pealing those statutes ? 

General Cutpiaw. I have always felt that there, again, our Gov- 
ernment was somewhat short-sighted in saying to a man, “You are 
retired, you are through, now go sit on the porch and rock, sir, because 
we can’t use you any further in Government.” 

I am sure that a great many military men, or—well, a great many— 
anybody that is connected with the Government, would perhaps con- 
tinue on in a lesser capacity or a consultant capacity or some other 
measure if those so-called laws—I mean, I have forgotten the 
name 

Mr. Hésert. Dual Compensation. 

Mr. Hess. Dual Compensation. 

General CuipLtaw. Dual Compensation laws were withdrawn. 

Mr. Hess. Would you feel that we could use them, a great many 
of these officers who have reached retirement age, or who have been 
retired for physical disability—do you feel we could use them in 4 
capacity of procurement officers, in a civilian capacity, I would say! 
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| 


uj | Mr. Hess. Of course our civilian employees have to be trained 
before they receive those positions. 

General Cuimpitaw. Yes. You mean continue after a statutory or 
yst mandatory retirement age on it ? 

Mr. Hess. That is right. 

General Cuiptaw. I think they could still contribute; yes. 
ed Mr. Hess. They would be a great deal more valuable to Govern- 
in ment than they would industry ¢ 

General Cuipiaw. All their training is right there behind them. 

You can’t wash away the knowledge of 35 or 40 years of background 
‘he | experience, invaluable background experience. 

Mr. Hess. I think that is all, Mr. Chairman. 
nt Mr. Héserr. Mr. Price. 
on Mr. Price. Mr. Wright, is Space Technology Laboratories now 
nes completely divorced from Thompson Ramo Wooldridge? 
ald . WricHt. We own it. However, it has an independent board of 
for directors. It has independent officers. They have instructions from 
iod usthat they are to communicate no information to us, except financial 
y qa information. 

7 Mr. Price. But you are the holding company of the laboratory ? 
ior Mr. Wricut. That is right. Weare the owner. 
om Mr. Price. That is all I have right now, Mr. Chairman. 
ake Mr. Héserr. Mr. Hardy. 

| Mr. Harpy. Thank you, Mr. Chairman. 
_ Mr. Wright, in pursuance of that same question that Mr. Price 
raised, you don’t mean to infer that any nonclassified information 
“ry- which might be available to your Space Technology Laboratories 
s. could not be discussed with other members of the Thompson Ramo 
1d I Wooldridge family ? 

Mr. WricHr. No; it could not be discussed under the procedures we 
tion have established. 

Mr. Harpy. Even though it is not classified information ? 

Mr. Wricut. That is correct, sir. 
re | Mr. Harpy. In other words, if Space Technology Laboratories was 

advised of a particular device which was about to be procured, even 

tov- Bough it was a matter of being available for public information, they 

are couldn’t discuss it with you and the people in other divisions who are 
ause ‘competent to—— 

Mr. Wrieut. That is correct. We have no communication with 
yy— them at all on anything other than financial data. We have been 
con- Mr. Harpy. Well, that is official communication. Does that also 
ther pply to proscription on the kind of conversation that might be en- 

the buged in in social activities ? 
_ Mr. Wrieurt. I think it is—we have leaned over backward to make 
it very clear to Space Technology Laboratories that they are to disclose 
no information to us, they are to discuss nothing with us, other than 
| to My us required financial reports. 
nany r. Harpy. Well, that is an official instruction. 
been Mr. Wrigut. That is right. 
ina Mr. Harpy. But I want to understand, then, that you are precluding 
say! other sections or other divisions of Thompson Ramo Wooldridge from 
type discussing even the kind of matters that your competitors are privi- 
nt as leged to discuss with Space Technology Laboratories / 
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Mr. Wricut. That is right, sir. 

Mr. Harpy. So, then, you put yourself at a disadvantage competi- 
tively. 

Mr. Wricut. Yes, sir. 

Mr. Harpy. In order to continue your Space Technology Labora- 
tories contract with the Air Force? 

Mr. Wricut. That is correct, sir. 

Mr. Harpy. Then I take it you don’t share in very many of the 
subcontracts that Space Technology Laboratories has an opportunity 
to supervise or to advise on ? 

Mr. Wricur. That is true, sir. 

We are in effect almost barred from being subcontractors. 

There is a special procedure which can be followed, and which can 
result in our securing a contract. 

This special procedure has been invoked once, to my knowledge, 
and it involved an item for which Thompson Products had competed 
prior to the merger. 

There may be another example of the use of the invoking of this 
special procedure, but I don’t recall it. 

Mr. Harpy. Well, now, Space Technology Laboratories is very 
much concerned with weapons systems, and it is also concerned with 
the performance of certain subcontractors of the prime constractors 
under weapons systems; isn’t that right ? 

Mr. Wrieur. I can’t tell you too much about their activities. 


Mr. Harpy. You mean you don’t even know about that, Mr. Wright, 


sure enough ? 

Mr. Wricut. I know in general that they provide technical services 
to the Air Force. I have no knowledge that they have anything to do 
with subcontractors at all. They may have, but I don’t know about it. 

Mr. Harpy. Maybe you ought to read the record of the transcript 
that this committee has developed, to learn what your own outfit is 
doing. 

Mr. Wricut. That perhaps might be a good idea. 


Mr. Harpy. We have had considerable testimony on that, from the 


i 


Air Force people. 

Mr. Wricur. Well, I do not happen to be familiar with what activi- 
ties they have with subcontractors. 

Mr. Harpy. We have had testimony from contractors as to what 
their activity is. 

Mr. Wricut. Could be. 

Mr. Price. Well, Mr. Wright—may I ask, if you would let me? 

Mr. Harpy. Yes. 

Mr. Price. Why did they organize Space Technology Labor 
tories ¢ 

Mr. Wricut. You mean why was it set up a separate contractor! 

Mr. Price. Right. 

Mr. Wricut. Asa separate subsidiary ? 

Mr. Price. Yes. 

Mr. Wriaur. It was set up because of charges made—and I don’ 
know who it was who made these charges, but I am told there wer 
charges made that Thompson Products and Thompson Ramo Wool: 
dridge was in position to get inside information through S.TL 
through the activities of Space Technology Laboratories. | 
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This was never true and it isn’t true at the present time. 

However, in order to make it perfectly clear to other contractors, 
and to everybody else who might have an interest in the subject, the 
separate corporation was set up, an independent board of directors 


was brought in, and instructions were given to them that they were 
to see that no information other than financial information ever came 


tothe Thompson Ramo Wooldridge side of the house. 

Mr. Price. Who brought in a separate board of directors? 

Mr. Wricut. We did. 

Mr. Price. Who elects the members of the board of directors? 

Mr. Wricut. We do. 

Mr. Harpy. You elect them, but you still insulate them? 

Mr. Wricut. That is right. 

Mr. Harpy. Now, you mentioned a moment ago that it had been 
indicated there was opportunity for Thompson Products to get some 
inside information. 

Mr. Wricut. I said there was opportunity ? 

Mr. Harpy. I understood you to say that there was an allegation 
that there was opportunity for Thompson Products to get inside 
information, but that that opportunity did not exist? Isn’t that sub- 
stantially what you said? 

Mr. Wrieut. My recollection is that I said that people have charged 
that that was the situation. 

Mr. Harpy. All right. 

Now, there might be a pretty wide distinction as to whether Thomp- 
son Products was actually getting any preferential information or 
advance information, and the opportunity for such information. 

Now, that there was opportunity for such information I think 
should be axiomatic to anybody. Now, I am not suggesting that it 
was abused, or that such information was actually conveyed. But 
when you put it on the question of opportunity, I want to pin that 
down. 

Mr. Wricut. Well 

Mr. Harpy. Because I don’t know how you could avoid an indica- 
tion of opportunity existing. 

Mr. Wricut. I see what you are getting at. 

As a matter of fact, if the information is classified information, our 
people do not have a need to know and, therefore, are not cleared to 
know. So I don’t quite see how we would have the opportunity to 
get this information. 

Mr. Harpy. Mr. Wright, every bit of information in Space Tech- 
nology Laboratories with respect to procurements is not classified. 
It isn’t all classified. You must know that. 

Mr. Wricut. Well, that is correct; yes. 

Mr. Harpy. Now, there are times when certain unclassified infor- 
mation could provide substantial advantage to a prospective con- 
tractor. 

Now, I am not suggesting that you did get any of it. 

Mr. Wricurt. I understand. 

_ Mr. Harpy. But when you testified that there is no opportunity for 
it, I think right on the face of it your whole argument falls. 

Mr. Wrieut. Well—I don’t recall I said there was no opportunity. 
I said it didn’t exist. 

441125941 
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Mr. Harpy. Let us understand now—— 

Mr. Wricur. I understand. 

Mr. Harpy. Whether there is an opportunity and whether there 
was an opportunity. 

Mr. Wricut. I never thought much about it, and it never occurred 
tome that there was. But I understand your point. 


. “ ° } 
Mr. Harpy. Now, even insofar as your present insulations, you 


can have all of the written procedures you want and you can issue all 
of the instructions you want, but if your own people who are responsi- 
ble to Thompson Ramo Wooldridge and selected by Thompson Ramo 
Wooldridge are inclined to discuss unclassified information with offi- 
cials of other branches of Thompson Ramo Wooldridge, the oppor- 
tunity still exists today, doesn’t it? 

Mr. Wrieut. That is true. 

Mr. Harpy. All right. That is what I wanted to understand. 

So the opportunity is still there. 

You can’t control these human inclinations by writing a directive; 
isn’t that true? 

Mr. Wrieur. I think you can do your best. You can’t guaran- 
tee 

Mr. Harpy. All right. 

Mr. Wricurt. The performance of individuals, of course. To my 
knowledge there have been no violations of this directive. There 
could be violations. I know of none. | 

Mr. Harpy. That is different. And I am glad ot get that distine: | 
tion. Because it must be obvious to you that notwithstanding all of 
the proscriptions which you may attempt to make, if the people who 
are operating Space Technology Laboratories see fit to discuss un- 
classified information with somebody down in one of your other divi- 
sions who might have a possible contractual use for that information, 
you couldn’t prevent it, if he saw fit to do it, could you? 

Mr. Wricut. No more than we could prevent them from disclos- 
ing 

Mr. Harpy. If you found it out you might fire him, but it still 
might go on. 

Mr. Wricur. Just as we can’t prevent the disclosure of classified 
information. They have all the instructions. They know what the 
law is. But somebody could violate the law and disclose confidential 
information. It could happen. 

Mr. Harpy. That is what I was trying to understand. 

So in spite of all of the insulation which you attempt to put up, 
when you consider human frailties, it is entirely possible? 

Mr. Wricur. It is possible. 

Mr. Harpy. That there could be leaks within your own organiza- 
tion. 

Mr. Wricnut. Oh, that, of course, could be. 

Mr. Harpy. Now, there are contacts, are there not, between the re-, 
sponsible people in your other divisions with people in Space Tech- 
nology Laboratories ? 

Mr. Wricutr. To my knowledge, there are no contacts except. where 
this special procedure might be invoked. 

Mr. Harpy. You mean they never see each other ? 

Mr. Wricut. Well—I don’t know what they do socially, but—— 
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Mr. Harpy. Well, don’t you know that there is an awful lot of sales 
made socially ¢ 

Mr. Wrieut. Yes, of course I understand that. 

Mr. Harpy. And there is an awful lot of conversation which can be 
completely innocent. 

r. Wricur. That is correct. 

Mr. Harpy. That can have a controlling effect on ultimate sale? 

Mr. Wrieut. That is correct. 

These divisions, you understand, are widely separated. The only 
two divisions that are in any close proximity to each other at all are 
our Ramo-Wooldridge Division and the Space Technology Labora- 
tories, and as to them they have separate entrances, and the ingress and 
egrees from Ramo-Wooldridge to S.T.L., and vice versa, is different 
than going outside and going into any other plant. 

Mr. Harpy. Now, if that is the kind of a relationship, why, I think 
we are beginning to understand the picture a little bit better. 

Mr. Wricur. And if I may goa step further? We are building a 
new headquarters for Ramo Wooldridge which will be a good many 
miles away from $8.T.L. and as soon as we can move into it we will be 
many miles away from them. 

Mr. Harpy. So the effort, then, is to put S.T.L. in the same situa- 
tion that a completely separate company would be? 

Mr. Wrieut. That is right. 

Mr. Harpy. So that if there is close friendship between the presi- 
dents or the top officers in two separate companies which results in an 
interchange of information and knowledge, then Thompson Ramo 
Wooldridge would be with respect to S.T.L. in the same category ; is 
that right ¢ 

Mr. Wrieut. That is right, sir. That is what we are trying to do. 

Mr. Harpy. So let’s have this in mind. There has to be a close 
confidence between Thompson Ramo Wooldridge and S.T.L. because 
of the fact that S.T.L. people are selected by Thompson Ramo 
Wooldridge. 

Mr. Wricur. The board of directors is selected. 

Mr. Harpy. The board of directors selects the management ? 

Mr. Wrient. That is right. 

Mr. Harpy. Now, how many engineers does Thompson Ramo Wool- 
dridge have now that at any time have served with Space Technology 
Laboratories ? 

Mr. Wriaut. I don’t know. 

Mr. Harpy. You have some? 

Mr. Wricur. I suppose so. 

General Cuiptaw. There are bound to be a few. 

Mr. Wrieur. I think it would be a very small number, but I don’t 
happen to know what the number is. 

Mr. Harpy. What is the rate of interchange of engineer or other 
personnel between Thompson Ramo Wooldridge and Space Tech- 
nology Laboratories ? 

Mr. Wricur. The way we have tried to set it up is that there is no 
interchange, and in any event less than you would find between 
Thompson Ramo Wooldridge and any. other company outside of 


S.T.L. 
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Mr. Harpy. You would recognize that it would be a possible means 
of transfer of information ? _ Ger 
Mr. Wricur. That is right, it could be, but to my knowledge there ™ the 
hasn’t been—since they were separated, in October of last year, I know busin 


of no instance where they have hired anybody from T.R.W., and] CU" 
know of no instance where we have hired anybody from S8.T.L. thing: 

Mr. Harpy. Well, let me asked General Chidlaw a question or two, Mr, 

General, in connection with Mr. Courtney’s questions about en- JY", 
couragement on the part of the military for all retired personnel, cer- ranki 
tainly of the higher levels, to keep informed, you indicated that that Ger 
was so and that you keep informed through documents which are put I oe 


out indicating some of the plans of the Defense Department ¢ 
General Cumiaw. No, I personally do not, sir, because first of al] that . 
they are generally pretty highly technical documents that I wouldn't 
understand anyhow. I say there are procedures. ‘ 
Keeping advised of that kind of a technical information ong &@ 


project, and keeping advised of the general progress, or the long-range Mr. 
plans and programs of the military, are in my mind two different Gen 
things, Mr. Hardy. ok 


Mr. Harpy. Well, I am thinking in terms of future requirements 
rather than a detailed technical discussion of a specific piece of equip- Came’ 


ment which might be required. held— 
I am thinking in terms of functional requirements. that p 
General Cumpiaw. I didn’t hear the last, sir. Iam sorry. _ live p 
Mr. Harpy. Functional requirements. | ine 


General Cuipiaw. Yes. 
Mr. Harpy. Isn’t it true that the Department of Defense tries to Gen 
keep its retired personnel informed on matters of that kind, looking S%®s 
toward the future / Mr. 





General Curmpiaw. Not by any planned program. I have received “Y. th 
no information on that. _ Gen 
Mr. Harpy. Well ing of 
General Cumtaw. We receive, at least in the Air Force—I don’t | onnel 
know what the other services do—sort of a little throw sheet here. I | — 


think it is once a month. It is on the general aims and objectives of : 
the Air Force as a whole. I think it is for the benefit of the retired en 
man, but mostly in the field of community relations in the area in ; 
which exists—I mean in which he lives. Gen 

Mr. Harpy. It seems to me—and my memory could be fault y—but Mr. 


as I recall it, some of our previous witnesses who were of pretty high a 
rank indicated that it was a policy for them to keep informed, and that h on 
they had occasional meetings with their active duty personnel and did . ya 
keep informed of plans and programs and requirements which were ar 
anticipated for the future. Don’t you agree with that? tm 


General Cuipiaw. I am not aware of any in the Air Force. That G 
is the only one I can speak for. You 
Mr. Harpy. Let me ask you specifically. Have you ever attended ™ 
a meeting of active duty personnel in Colorado Springs which dis- 
cussed requirements for the future—long-range Air Force planning! 
General Cumpraw. No, sir. 
Mr. Harpy. Then the only information of this kind that comes to 
your attention is that which comes in documents that are publicly 
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General Cumiaw. And the occasional bits of information picked up 
in the activities of the respective divisions, in their search for military 
business, that such and such a project is contemplated. They, of 
course are constantly on the ieokt in the defense areas, for those 
things. 

Mr. Harpy. How often during the past—well, during the current 
year have you discussed Air Force requirements with any of the 
ranking personnel at Wright Patterson ? 

General Cumiaw. None. 

Mr. Harpy. And you have not met with active duty personnel in— 
I had in mind—and I don’t know where this came from—a meeting 
that I had understood took place in Colorado Springs, which I 
thought you attended. Maybe f was wrong on the date and the place. 
And maybe I was wrong about the whole thing. 

General Cuipiaw. I don’t recall any such meeting. 

Mr. Harpy. I am not suggesting that there was any impropriety. 

General Cutptaw. I don’t recall any such meeting there, sir. 

Mr. Harpy. It is just a matter of keeping informed. 

Mr. Hesert. I may clear that up, Mr. Hardy. The information that 
came to the committee, General, is that certain annual meetings are 
held—maybe not at Colorado Springs—in Denver, but certainly in 
that particular area of the country, annually, of the personnel, the ac- 
tive personnel of the Air Force, to which retired officers were either 
invited or did attend. 

Are you familiar with such meetings ? 

General Cuipiaw. I am not familiar with such meeting on that 
score, sir. 

Mr. Héserr. You don’t know of any of these meetings? Would you 
say they have not been held because you don’t know about them ¢ 

General Cumiaw. Not that I can recall, sir. I can recall no meet- 
ing of that kind—I presume your question is where active military per- 
sonnel meet. with retired—invite retired people to keep them abreast 
of Air Force programs and policies, and what not ? 

Mr. Hésert. That is correct. 

General Cumptaw. No, sir; I have not attended any such meetings. 

Mr. Hésert. Do you know if any such meetings have been held ? 

General Cumpiaw. I don’t know, sir. 

Mr. Hésert. That answers it. 

Mr. Harpy. That is the thing that I had in mind. 

Now, I had understood that there were such meetings held and that 
the retired personnel were encouraged to attend them. 

General Cuiptaw. That may-be true, sir. But I haven’t any per- 
sonal knowledge of such meetings. I haven’t attended any. 

Mr. Wricut. Maybe you are not on the list. 

General Cuiptaw. Maybe I am not on the invited list, 

You mentioned an appearance at Wright Field—had we talked 
with anyone, sir. I might mention the point that I brought out 
in my questionnaire, that once a year it is the practice of our corpora- 
tion to visit both—Mr. Wright, the chairman, our vice president 
for engineering, myself, and our vice president for operations, to 
visit both the air materiel commander, and, I believe, the former 
Bureau of Aeronautics. 

Mr. Wricut. That is right. 
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General Cumpiaw. I think it has been in the process of coordination, M1 
That is once a year to make a factual report of the status of the com- and | 
pany, its—in other words, they lay the books face up on the table, in | ment 
showing the work in progress, the types of things we have for defense Ge 
purposes, what we have ecmueiatin. and the like. Mr. Wright can noise 
describe that in more detail than I can. That is the only time I have Mz 
been to the Air Materiel Command this year, sir. an of 

Mr. Harpy. General, you are pretty sure, then, that there is not Depa 
available to you any information about Air Force plans and procure- excep 


ments which isn’t available to the public generally ¢ could 
General Cumwiaw. I am sure of that, sir. oe 
Mr. Harpy. You have no connection at all, and no contact with j 
Space Technology Laboratories’ personnel ? excep 


General CumpLaw. None whatsoever, in terms—except I am a mem-_ they « 
ber of the corporation to which they report fiscal or financial informa- no pa 


tion. (Ge 
Mr. Harpy. Who is the operation head of Space Technology Mr 
Laboratories ? mayb 


Mr. Wricut. Well, General Doolittle is chairman of the board, can ir 
Dr. Lewis Dunn is president. And Dr. Metler is—what, executive Gen 


vice president ? my p 
Mr. Lewis. Yes. direct 
Mr. Harpy. Who is the chief executive officer? Maybe that is the| have | 

better way to put the question. porati 


Mr. Wricur. I don’t recall whether it is Doolittle or Dunn. Itis| Lar 
one or the other. Mr. 
Mr. Harpy. Does either of them spend full time with Space Tech. Gen 
nology Laboratories? Mr. 
Mr. Wricur. Dunn, I would say, spends more than full time. done, 1 
ifr. Fisnpy. He is doing pretty good. in 
Mr. Wricur. Doolittle was invited to come in on a part-time basis, Which 
and the last word I had from him was that he was working a little to sign 
more than full time for S.T.L. But he was brought in supposedly| coordi 
on a half-time basis. ing—t 
Mr. Harpy. How often do you see him in a personal sort of way, Gen 


Mr. Wright ? Mr. 
Mr. Wricur. I think I have seen him on two occasions since Octo. And tl 
ber of last year, when we had the merger. should 
Mr. Harpy. It is hardly enough to keep track of the finances. Teenage 


Mr. Wricut. We don’t have to see him to keep track of finances 
They come in written reports. Gene 
Mr. Harpy. How about you, General? How often do you see Gen- Mr. ( 
eral Doolittle ? Gen 
General Cumiaw. I have seen General Doolittle, I think, once in 8° ov 


the past year, sir. G 
r. Harpy. What is his title, again? me 
Mr. Wricut. Chairman of the board. ene? , 
Mr. Harpy. He is chairman of the board of Space Technology p soanghe 
Laboratories ? side th 
Mr. Wricut. That is right. IT thi 
Mr. Harpy. That is all, Mr. Chairman. Pi oh ti 


Mr. Hésert. Mr. Gavin. 


are per 








tive 


the | 
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Mr. Gavin. General, you were talking about the cooling-off period, 
and you mentioned about somebody that might have been in procure- 
ment, that possibly exception should be aaa for that individual. 

General Cuipiaw. I am sorry, sir. I couldn’t hear you over the 
noise of the stenotype machine. 

Mr. Gavin. We were talking about the cooling-off period and where 
an officer who had been associated in some work with the Defense 
Department in procurement—that is possibly we ought to make an 
exception of him because of his close contacts. He is retired and he 
could immediately go with the corporation. That possibly there 
omg to be a cooling-off period for that particular individual. 

just wondered where you thought the line should be, as to what 
exceptions or what officer should undergo a cooling-off period before 
they could accept a job. Certainly because he was in procurement is 
no particular reason—he just happened to be in procurement. 

(General Chidlaw nods. ) 

Mr. Gavin. That he should be penalized from finding a spot until 
maybe 2 years later while other on who were not in procurement 
can immediately make contacts. 

General CuipLtaw. I am inclined to agree with that, sir, because 
my point was, in my humble opinion only, the gentleman who was 
directly related to a procurement or a project or a program would 
have access to the kind of information which might give his cor- 


| poration undue—or his company, an undue advantage. 


t is 


ech- 


asis, 
ittle 


edly’ 


way, 


Yeto- 


neces, 
Gen- 


ce il 


Tam inclined to agree, sir, that that would be discriminatory. 

Mr. Gavin. Certainly. 

General CuipLtaw. Against the gentlemen who were in that. 

Mr. Gavin. Discriminatory, sure. Because when all is said and 
done, regardless of whether he is in procurement or not—he may not 
be in the procurement agency for the particular corporation with 
which he goes to work, any more than you are. You are not going 
to sign the contracts, we are quite sure. But most of these men are 
coordinating and directing and managing and advising and counsel- 
ing—they are all in that capacity. 

General CutpLaw. Yes. 

Mr. Gavin. For one objective, and that is to sell a bill of goods. 
And the final man that does the procurement or signs the contract 
shouldn’t be discriminated against any more than any other officer 
personnel, who are all in the picture to, as I say, cooperate to reach 
their objectives. 

General Cuipiaw. Yes. 

Mr. Gavin. You are all selling, regardless of what may be said. 

General Curp.aw. If I were an officer in that particular cate- 


ory—— 
er. Gavin. Yes. 

General Cutptaw. As I have pointed out, sir, in my opening state- 
ment, it is my opinion that officers would tend to shy away from 
those types of duties, and I think if not the evil but the very appear 
ance of evil was there they would be inclined to get completely out- 
side the scope of these officers. 

I think personally our armed services might ultimately suffer, be- 
cause they might tend to dodge the very type of work in which they 
are perhaps better qualified. 
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Mr. Gavin. It is the appearance more than anything else. 

General CutpLaw. Well 

Mr. Gavin. When all is said and done, these corporations aren't 
securing your services just because you are General Chidlaw. They 
are securing your services because of your vast experience and your 
ability to assist in reaching their objectives, whatever they may be. 

So when we get down to the final analysis, it doesn’t make any dif. 
ference to me what particular branch of the service a man was in 
while he was with Defense. He is still—they are all in the same 
category. 

So I don’t think we should be discriminatory and single out any one 
particular—— 

General Cuipiaw. I think it is a question of instilled ethics all the 
way up and down the line, anyway, sir. 

Mr. Gavin. That is right. 

Let me ask you this: Do you think it is a matter of legislation? Do 
you think legislation would improve the situation, or do you think 
some established code of ethics could take care of it ? 

General Cuiptaw. I would like personally to see the established 
code of ethics, because I believe—I don’t know how practical it is, 
sir. I don’t know how practical an established code of ethics is, any 
more than some of the points Mr. Hardy raised about how can you 
legislate what happens in social intercourse, in talking, and what not. 

Mr. Gavin. It is just a matter of principle, is all ? 

General Cuiptaw. Sure. 

Mr. Gavin. If you are going to respect it, some established code of 
ethics. But it is questionable in my mind. 

What particular approach? Do you have any idea? You are an 
experienced officer. You turned in a magnificent performance in your 
tenure of office with the Defense Department. 

Do you have any idea? Just how would you approach it, if you 
were going to approach it ? 

General Cumpiaw. Again, sir—— 

Mr. Gavin. I say, how would you approach it, if you were going 
to approach this problem to see there is pressure or influence brought 
to bear on procurement ? 

Mr. Wricur. That isa big order. 

General Cuip.aw. Sir, I am not trying to confuse—I would like to 
have you restate your question, sir, so I have just a better 

Mr. Gavin. I say this whole question poses a problem, whether we 
should approach it legislatively or by a code of ethics. Do you hare 
any suggestions or ideas as to how you think we could meet this situa- 
tion which has seemingly developed whereby it is not that maybe inflv- 
ence is used in procurement by officer personnel? What do you think! 
How should we approach it ? 

General Cumiaw. Perhaps it could be approached, and this is! 
quick and rather curbstone opinion. 

Mr. Gavin. That is right. 

General CuipLaw. That is a large and broad question, sir, which! 
haven’t given too much thought to. But perhaps it could be ap 
eivetipcte by a uniform code of ethics applicable equally across th 

oard throughout all the services, sir. 

Now, I grant that probably it isn’t just confined to the service 
themselves as a problem. There are former Government officials, ant 
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former civil service personnel, that must also be brought under that 
same rigid code of ethics. How to go about it, sir: I am afraid I don’t 
have the answer to that $64 question at my fingertips, sir. 

Mr. Gavin. Are you a member of the Air Force Association ? 

General Cu1pLaw. Yes, sir. 

Mr. Gavin. You are not a director, are you? 

General Cuipiaw. No, sir. 

Mr. Gavin. Do you think that any of these associations, whether 
they are the Navy League or the Army Association or the Air Force, 
should get into discussion on the respective merits of any particular 
piece of aircraft or weapons or missiles or any particular weapon that 
may be used in defense ? 

General Curptaw. I have never particularly subscribed to the 
strictly partisan objectives of the individual service associations, as 
such, who are, shall we say, directed toward one or the other of the 
services. 

I myself, as I point out in my questionnaire, served as president of 
the American Ordnance Association for a period of 2 years. I am still 
on the executive committee of that organization. 

That certainly within my knowledge was a nonpartisan, nonpoliti- 
cal organization, whose aims and objectives were to better the weap- 
onry of all the services. 

Mr. Gavin. That is between the research and development of the 
corporations and the Department of Defense and the Chief of the De- 
partment and Chiefs of Staff, to determine the weapons. Do you 
think that these ads that we read about, trying to influence thinking 
on Nike-Hercules or Bomare, are in order? In view of the fact that 
they only have one customer, you know, and that is the Federal 
Government. 

General Cruiptaw. I have seen neither of those ads that you men- 
tioned, sir. 

It would seem to me that an ad of the nature which I have heard 
here described—and please believe me it is only hearsay—would not 
seem to me in the best interest of either the corporation, itself, in 
furthering things, or in the interest of the Government. 

Mr. Gavin. We recently had the Air Force Association here, and 
they had some $500,000 worth of advertising. Then we had the Navy 
League. ‘They were not doing so good. They only got about $30,000 
worth of advertising. 

The objectives—the purposes for which they were organized I think 
are excellent, excellent. But it now seems to be getting into—— 

General Cuipiaw. Well 

Mr. Gavin. Into the various categories of weapons and missiles and 
systems. I just wonder what you thought about that, as to these vari- 
ous associations, that is, whether they should stay in the field which 
they were set up for, or whether they should get into these pros and 
cons, and controversies, about the different types of weapons and air- 
craft. 

General Cuip.aw. My personal thought on that, sir, is that any of 
the organizations you mentioned, that is, the Air Force Association—I 
am not too familiar with the Navy League. I know the Army Asso- 
ciation reasonably well. I think in their publications they are going 
to solicit advertising, because that is one means of carrying out the 
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nee per and improving them—at least in their opinion. The num- 
r of articles they can get and the number of things they can write 
about, in line with their respective services. 

Mr. Gavin. Well, the more advertising they get the bigger they can 
increase their staff to direct their influence in that particular branch 
of the service, too. 

I just think that those discussions should be left to the research and 
development, and to the Department of Defense, and the Joint Chiefs 
of Staff, to determine which is the best weapon, whether it is Bomare 
or Nike-Hercules. 

I just wondered whether or not they may be getting a bit far afield 
by getting into these various controversial subjects on weapons. 

General Cutpiaw. I don’t know too much about that, sir. So I 
really am not qualified to comment on that. 

Mr. Harpy. Mr. Chairman. 

Mr. Hépserr. Mr. Hardy. 

Mr. Harpy. Mr. Wright, is the Thompson Ramo-Wooldridge a 
member of the Aerospace Industries Association 4 

Mr. Wricur. Yes; we are. 

Mr. Harpy. And your contribution to that association as members 
is based on your volume of business, I believe ? 

Mr. Wricurt. So I understand. 

Mr. Harpy. Does that include the business done by Space Tech- 
nology Laboratories ? 

Mr. Wricur. I don’t believe it does, but T can’t tell vou definitely, 

I could find that out, but I don’t believe it does. 

Mr. Harpy. Mr. Chairman, I think we ought to be advised. 

Mr. Heéserr. Do you know what the contribution of Thompson 
Ramo-Wooldridge is to the Aerospace Association ? 

Mr. Wricur. Mr. Lewis has the figures. 

(Mr. Lewis nods, and aside. ) 

Mr. Wrieut. About $34,000 last year, he says. 


General Cuiptaw. That is Thompson Ramo-Wooldridge, the whole |, 


organization ? 

Mr. Hésert. Thompson Ramo-Wooldridge. 

General Cuipiaw. Yes, sir. 

Mr. Héserr. You do not know what S.T.L. does / 

Mr. Wricur. No. I do not believe they are included in this. I 
do not know whether they are a member of it, or not. 

Mr. Harpy. Well, wouldn’t Thompson Ramo-Wooldridge’s mem- 
bership include Space Technology Laboratories? 

Mr. Wricur. It does not. 

Mr. Harpy. It does not? 

Mr. Wricnr. It does not. I think we have specified that it shall 
not. 

Mr. Harpy. I think we ought to be accurately advised as to whether 
their portion of the fee paid to A.T.A. 





Mr. Wricurt. Yes, we will be very happy to. 

Mr. Harpy. Thanks. 

Mr. Hésert. Of course what intrigues me, Mr. Wright, is your little 
knowledge of your company, which is financially responsible for 
S.T.L.—that is, in connection with something that you are financially 
interested in. 
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Mr. Wricut. Well, you understand, sir, that prior to October 31 
of last year we did not have a controlling interest in Ramo-Woold- 
ridge, nor in Space Technology Laboratories. 

I was on the board of directors of Ramo-Wooldridge, and I heard 
the reports that were made at board meetings. 

It was on October 31, at the time of merger, that S.T.L. was set up 
as a subsidiary company, and because of these charges that we had 
access to information of which we might make improper use we have 
Jeaned over backwards to not know about the operations of 8.T.L. 
We have avoided even social contacts with the people at S.T.L., so 
that we would not be in a position to known a lot about it. 

As far as our obligation as directors, we think—we have fully 
satisfied any obligation to the shareholders of T.R.W., by first select- 
ing an outstanding and an excellent board of directors, who in turn 
have an outstanding management, and by the second expedient of 
meereing presese financial reports. 

Now, of course, if the company were about to go broke, if we were 
in danger of losing our investment, why, we should have to take an 
active part to protect the shareholders’ interest. That has not been 
the situation. 

Mr. Héserr. But as long as it shows a black figure, you have no 
further interest in it ¢ 

Mr. Wricut. That is about true, sir. 

As far as we are concerned, it is an investment. If the return is 
satisfactory—and I won’t say that the return is satisfactory—it is on 
the low side. But for these other reasons we have studiously avoided 
getting into a discussion of the actual business of 8.T.L. 

Mr. Heéserr. I think in your testimony here this morning you have 
indicated an analogous situation, in which the committee is sitting 
now, and that is that you did recognize these charges. You don’t 
know who made them, but you did recognize the existence of these 
allegations. 

Mr. Wricut. That is right. 

Mr. Héserr. And for that reason you set up the Aerospace Techni- 
cal Laboratories. 

Mr. Hess. Space Technical Laboratories. 

Mr. Héverr. The Space Technical Laboratories as a separate entity, 
but a totally owned subsidiary. 

Mr. Wricur. That is right. 

Mr. Héserr. That is in the area in which Mr. Gavin was asking 
General Chidlaw. 

Now, we are looking at the overall picture. 

Mr. Wricur. Yes. 

Mr. Hésert. We have been trying to put our fingers on the source 
and the facts in the allegations which have been made in the area 
which we are investigating. 

Mr. Wrigeur. All right. 

Mr. Hépserr. Now, up to this time it has been rather difficult to pin- 
point specifies. But the fact does remain that the situation exists. 
And that is what we are trying to correct. The same as you tried to 
correct it internally within Thompson Ramo Wooldridge. And you 
did that by setting up a totally separate entity, totally subsidized— 
or a subsidiary of Thompson Ramo Wooldridge. 
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So you do recognize that we do havea problem here? 

Mr. Wricur. Yes. 

General CuipLaw. Very much. 

Mr. Wrieut. Yes, sir. 

Mr. Harpy. Mr. Chairman. 

Mr. Héserr. Go ahead. 

Mr. Harpy. Did I understand you don’t know who made the 
charges? 

Mr. Wricut. Who made the what? 

Mr. Harpy. Well, you had referred to certain charges that had been 
made which resulted in the separation. Do I understand you don’t 
know where those charges originated ? 

Mr. Wricurt. Oh, I think—I have a general idea, of course, as to 
what the type of discussion has been. 

The interesting thing is that in my own discussion with the various 
other companies involved, they have not seen fit to make any serious 
charges about the operation. Most of this comes through hearsay and 
through reports to other people. 

Mr. Harpy. Specifically to the Air Force? 

Ba Wrieut. I understand that the Air Force has heard a lot of 
this. 

Mr. Harpy. So the Air Force did make some suggestions to you, 
that maybe you had better separate them ? 

Mr. Wricut. Oh, our plan has been discussed at every step of the 
way with the Air Force, that is, our plan of separation. 


Mr. Harpy. Who initiated that discussion? Did you or the Air | 


Force? 

Mr. Wrieur. I think it occurred to the Air Force and to Thompson 
at about the same time, that separation was desirable. 

Mr. Harpy. So you don’t know who initiated it ? 

Mr. Wrieurt. I don’t know that you can say that anyone initiated 
it. I think it became apparent to us during last year, during the year 
1958, that separation was an advisable thing. 

As a matter of information, this industry, or for the most part our 
customers—and we value their good will very highly, and we don’t 
want to be in a position of having charges, whether they are founded 
or unfounded, made against us by our customers. 

Mr. Harpy. But you still don’t know who initiated the action, 
whether it was you or the Air Force? 

Mr. Wricur. I honestly don’t. 

Mr. Harpy. That is all I wanted. 

Mr. Wrieur. I think it occurred to me quite a long time ago that 
we ought to have separation, but it was not until October of last year 
that I became the chief executive officer of the operation. 

Mr. Harpy. Just one other question, Mr. Chairman, in connection 
with this structural arrangement. 

Do I understand that Space Technology Laboratories is a separate 
subsidiary corporation ? 

Mr. Wricut. Yes. 

Mr. Harpy. That is all—it is not just a division within 

Mr. Wricnrt. No, it is a separate company, with its own board of 
directors, with complete personnel to handle all of the problems of 
the operation of the company. 
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Mr. Harpy. But 100 percent ownership rests in Thompson Ramo 
Wooldridge. 

Mr. Wricut. That is right, at the present time. 

Mr. Héserr. Mr. Wright, ou referred to General Doolittle. Did 
he go with this Aerospace Technology Laboratory——[Chorus of 
“Space Technology Laboratories.” ] Space Technology Laboratories. 
Did he go with this organization prior to its divorce from Thompson 
Ramo Wooldridge ? 

Mr. Wricur. No, it came after. As a matter of fact, he did not 
assume his duties until I think January 1 of this year, and the separate 
subsidiary was set up in October of 1958. 

Mr. Hesert. And you are not too familiar, then, with General Doo- 
little’s duties, except you said he was hired for part-time employment, 
and he is now working over full time. 

Mr. Wricut. It was reported to me that he is working more than 
full time. 

Mr. He&serr. Because in this instance, General Doolittle receives 
$60,000 salary. 

Mr. Gavin. How much ? 

Mr. Héperr. $60,000 salary, from Space Technology Laboratories. 

Certainly a man of that high value—you would have no interest in 
what he was doing? 

Mr. Wrieurt. I think that he can be relied upon to define his own 
responsibilities, as chairman of the board. 

Mr. He&verr. Well, he has. I mean—and I don’t want to say any- 
thing about General Doolittle when he is not present, or anything like 
that. 

Mr. Wricnr. Yes. 

Mr. H&éperr. But I think it well to make this observation, too, in 
connection with 

Mr. Wricntr. You see, I did not make these arrangements with 
General Doolittle. 

Mr. Hézerr. In connection with the discussion with General Chid- 
law, as to what is selling. General Doolittle has been a salesman all 
his life. 

Mr. Wricut. Well, I am not aware of that. 

Mr. Hénertr. Of course, you are aware of his activities with Shell. 
If you are not, you haven’t kept up with the news, and I am sure— 
you displayed a very intelligent approach to this thing. 

The first time I met Jimmy Doolittle was 30 years ago when he was 
the top salesman for Shell. Now—TI don’t think Jimmy Doolittle 
ever had an order book in his hand, to sell 1 gallon of Shell gasoline. 

Mr. Wricur. It could be. ' 

Mr. Hénerr. But he was the best salesman they had. They used his 
name and his reputation, in the old days, of barnstorming. That is 
when I first met him. He was doing his best to sell Shell. 

So you couldn’t say Jimmy Doolittle wasn’t a salesman for Shell 
because he didn’t have an order book in his hand. 

Mr. Wricut. I wouldn’t try to say that. 

The fact is I am not familiar with what General Doolittle’s duties 
were for Shell. 

In inviting him to take on this responsibility for us, it was not for 
sales purposes that we wanted him tocome. It was because he has had 
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wide experience in business, and we thought that he would give good 
business support, good administrative support to these scientists who 
have this very important responsibility. 

Mr. Hézert. So—you said, “We wanted him to come with us.” 

Mr. Wricut. That is right. 

Mr. Hésert. How are you going to differentiate between “We 
wanted him to come with us” and your lack of knowledge of what 
goes on? You said, “We wanted him to come with us.” 

Mr. Wrieur. Yes, because this—— 

Mr. Héserr. Then, you do know what motivated his employment, 

Mr. Wrieut. This was a step in our plan to separate. 

Mr. Hépsert. Oh, then, it was considered—when you were organiz- 
-_ the Space Technology Laboratories—to have General Doolittle’s 
talents utilized. 

Mr. Wricut. Oh, I think that he had accepted prior to the estab- 
lishment of a separate corporation. However, he did not assume his 
duties—— 

Mr. Hipert. That is what I asked you. 

Mr. Wricutr. Well, I misunderstood. He assumed his duties Janu- 
ary 1, which was afterward. 

However, the arrangements had been made with him prior to the 
time. 


Mr. Hésert. That is correct. So Thompson Ramo Wooldridge i 


hire him, but he didn’t get on the payroll until after the organization 
of Space Technology I aichabopias ¢ 

Mr. Wrieur. That is right. 

Mr. Héserr. But the arrangements were made prior to that ? 

(Mr. Wright nods.) 

Mr. Hésert. So you do have a knowledge of what he was supposed 
to do? 

Mr. Wricut. That is right. 

Mr. Hésert. Now, General Chidlaw, you have been described, cer. 
tainiy to me, as the architect of this whole operation. Do you dis} 
claim it or accept it / 

General Cumwriaw. The entire Thompson Ramo Wooldridge 
merger ¢ 

Mr. Heperr. The entire operation. The marriage of Thompson 
Products to Ramo-Wooldridge ultimately resulted in the birth—— 

General Cuiptaw. I disclaim it, sir. 

Mr. Hésert. Of Space Technology Laboratories. 

Tf that isn’t a figure of speech, I don’t know what is. 

General Cuiptaw. I am not the architect of this idea. And I don't 
think I hold quite a sufficiently high place in the organization to have 
that type of influence. 

Mr. Hésert. You did not, then, map out this whole plan of 
organization ¢ 

General Cutptaw. I did not. 

Mr. Harpy. Who did? 

Mr. Hévert. Who did, do you know ? 

General Cum iaw. I will have to ask Mr. Wright on that. I thin 
it has been 





Mr. Wricur. I think I did. 
Mr. Hépzert. How is that? 
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Mr. Wricnurt. I think that I did. 

Mr. Héserr. You think, or—did you or didn’t you? 

Mr. Wrieut. I certainly did. 

Mr. Héserr. Well, you did? 

Mr. Wricut. Yes, sir; I did it. 

Mr. Héserr. Then a wreath has been placed on General Chidlaw’s 
head which properly belongs on yours. 

Mr. Wricurt. I don’t know what kind of a wreath it is. 

Mr. Wrieur. But this was 

Mr. Hépert. I will say it is a wreath of victory. 

Mr. Wricut. But this was certainly my plan. The organization 
was suggested by me. 

These things, of course, are all discussed by our policy committee, 
and by our board of directors. I was the one who suggested the initial 
investment in Ramo-Wooldridge. I was the one who suggested that 
we merge. And I was the one who negotiated the merger. 

“+ Heésert. And, of course, you discussed this with General Chid- 
law 

Mr. Wricut. With every member of the board. 

Mr. Héperr. You discussed it with General Chidlaw? 

Mr. Wrient. As a member of the board, yes, and on other occasions 
Iamsure. Weare avery 

Mr. Hésertr. And did you draw on General Chidlaw’s vast knowl- 
edge of the operation of the Air Materiel Command ? 

Mr. Wrieut. I think that had a contribution. 

Mr. Héserr. Well, it did have a contribution ? 

Mr. Wricut. Why, of course it did. He is a very knowledgeable 
person. We value his views. 

Mr. Héserr. We are not suggesting there is anything evil or wicked. 

Mr. Wricur. I appreciate that. 

Mr. Hénert. We are just trying to find out what the facts are. 

Mr. Wrieur. We appreciate that. 

Mr. Héverr. I would like you to read back to the committee the last 
part of your statement in which you referred to General Chidlaw. I 
want to ask you a question there. I think it is the paragraph right 
before the end. 

Mr. Wricut. The only inference I was trying to create was that 
he had really no greater part in this than did any other member of 
our board of directors. That was the only significance of my remark. 

Mr. Héserr. What did you read—what did you say in your state- 
ment, before the concluding paragraph ? 

Mr. Wricutr. As to General Chidlaw’s capabilities ? 

Mr. Héserr. Yes. I—you introduced General Chidlaw’s name into 
the record. 

Mr. Wrieut. Yes. I said: 


In the case of General Ben Chidlaw, the senior retired military officer now in 
our employ, his splendid military record over more than three decades of mili- 
tary service, and his reputation in both wartime and peacetime build-up of our 
Nation’s military strength, is, I believe, quite well known. Coming to Thompson 
Products in the summer of 1955 following his retirement from active military 
service, his knowledge and background experience in matters of organization, 
administration, human relations, interpretation of projected or proposed de- 
fense requirements and the like have made him a valuable member of our top 
management team. 
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Does that cover it ? 

Mr. Héperr. That covers it. 

Now, supposing you had another applicant for this position—I 
am not saying that General Chidlaw was an applicant, but say you had 
two candidates for it or two individuals that you were interviewing to 
take this important post with your company, and General Chidlaw’s 
background, as you have described it, was put along the capabilities or 
the experience of citizen Ben Chidlaw who had no experience at all in 
the military, but had the same mental talents and ability as a private 
citizen, which one of the two would you have employed ? 

Mr. Wricut. General Chidlaw. 

Mr. Hésert. And that would have been the balance / 

Mr. Wricurt. Yes, sir. 

Mr. Héserr. I 

Mr. Wrieur. Yes, sir. 

Mr. Heserr. That is what we want to get out. | Laughter. | 

That is what we are trying to find out. And then find out how 
far this goes. 

Mr. Wricut. Why, of course, his experience and his knowledge of 
the defense machine is a great asset to him, and to us. We call on it 
all the time. 

Mr. Hésert. Why, of course it is. And that is the area that we are 
trying to explore. 

So the balance there, of the decision, would be the fact that Gen- 
eral Chidlaw could carry with him this vast knowledge which he had 
acquired as a general and the former commanding general of the Air 
Materiel Command at Wright Patterson. 

(Mr. Wright nods.) 

Mr. Héserr. You did take that and did in effect employ that knowl- 
edge, didn’t you ¢ 

Mr. Wricur. We employed everything he had, sir. 

Mr. Hépertr. Well, you did employ—that would have been the 
balance. 

Mr. Wricur. That is right. 

Mr. H&pserr. You are seeking that type of knowledge. 

Mr. Wricut. Well, I think we are seeking more than that. 

Mr. Héserr. But 

Mr. Wricnr. That was certainly part of the package. 

Mr. Héserr. We admit you are seeking more than that. 

Mr. Wricurt. Yes. 

Mr. Hévert. When the two balanced, the citizen against the sol- 
dier, you took the soldier—or the general, because of his military back- 
ground and his vast experience in the Air Materiel Command. You 
said he had a distinguished record. 

Mr. Wricur. Mr. Chairman, I am very ready to admit that was an 
important plus. 

Mr. Héserr. Of course it is. 

Mr. Wricur. Compared with some who didn’t have it, we would 
certainly take this plus. 

Mr. Gavin. May I make an observation ? 

Mr. Héserr. Wait a minute. 

So in effect what we find—the pattern we are trying to develop. If 
it is true, in the pattern, that private industry does seek the military 
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individual on the basis not only of his innate ability or his own 
individual talents, which would be there if he had never been in the 
military, but in addition seek military knowledge which he can carry 
to your company ? 

Mr. Wrieut. That is right. 

Mr. Hézerr. Now, General Chidlaw, you retired in 1955? 

General Cuiptaw. That is right, sir. 

Mr. Héserr. What is your Tieneial arrangement with Thompson 
Ramo Wooldridge / 

Mr. Wrieut. Your financial arrangement. 

General Cuiptaw. My present salary ¢ 

Mr. Héperr. Yes, sir. 

General Cuiptaw. My present base salary is $60,000 a year, sir. 

Mr. Héserr. Why do you describe it as a base? Is there more? 

Mr. Gavin. Yes. 

General CuipLtaw. Yes, because as I pointed out in my question- 
naire, sir, that is augmented at the end of the year by random rate 
determinations made by our top compensation committee. As I 
pointed out in my questionnaire, sir—and I think Mr. Courtney has 
the questionnaire. 

Mr. Héserr. We have the questionnaire. 

General CuipLaw. That has varied depending upon the particular 
success of the company, in any one of the 4 years I have been with 
them, from an additional $19,000, roughly, to I believe $22,000. Those 
figures escape me at the moment, but something in that area. 

Mr. Héserr. In the area of $20,000, average / 

General Cuiptaw. Yes, sir. 

Mr. Héperr. Give or take. 

What is your retired pay ¢ 

General Cuiptaw. My retired pay is $1,014 a month, sir. I think 
I have it here some place, sir. 

Mr. Héserr. Approximately $14,000. 

General Crpiaw. That would be $12,000. 

Mr. Courrney. Twelve thousand. 

General Criptaw. 200, or something like that, a year. 

Mr. Héperr. Twelve thousand dollars a year? 

General Cuiptaw. Yes, sir. 

Mr. Héserr. What is your physical status as a retired officer ? 

Mr. Wricur. Physical status? 

Mr. Héperr. Pliysical status as a retired officer. 

General Cumtaw. | was retired on a partial physical disability, sir, 
because of a back injury, and other things. 

Mr. Heéserr. What percentage disability do you have? 

General CnipLaw. Sixty percent, sir. 

Mr. Heéeerr. You are 60 percent disabled ? 

General CuipLtaw. Yes, sir. 

Mr. Hénerr. So with a retired pay of $12,000, there is no income tax 
chargeable to 60 percent of it: is that correct 

General Cuipiaw. That is right, sir. 

(Mr. Price aside to the chairman. ) 

Mr. Héserr. $7,200? 

Mr. Price. Yes. 

Mr. Hénerr. Of course that would up the kitty in the end. 


44112 —59 $2 
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General, you say, in connection with your contacts with the Air 
Materiel Command, that you have had no contact in the last year 
with them ¢ 

General Curptaw. No, sir. I pointed out that I had talked to no 
one—regarding I believe Mr. Hardy’s questions. I can’t recall it 
exactly. 

Mr. Hépsert. He said the last year. 

General CutpLaw. Was in line with any contract or discussions. 

I mentioned the fact that we had been to Materiel Command one 
time during the past year—I think it was along in the spring, as my 
memory recalls, when we made this combined presentation, which is 
made annually by Mr. Wright, his vice president for engineering and 
his vice president for requirements and vice president of operations, 
both to the Air Force and to the Navy. 

Mr. Hésert. Have you since your retirement from the Air Materiel 
Command, and in your present position in private industry, found 
occasion to contact Air Materiel personnel in connection with the 
business ? 

General Cumtaw. No, only in relation—I think I asked General 
Rawlings one time about the interpretation of one policy that had 
been put out. I have forgotten even the contents—I mean the con- 
text of my query to General Rawlings. I think it was in relation to 
the time of this annual meeting, as a matter of fact. 

Mr. Hésert. Excuse me, General. 

(Mr. Courtney aside to the chairman.) 

Mr. Heserr. Mr. Courtney wants to clear a point up. 

General Cuipiaw. I think, Mr. Hébert, in answering the pertinent 
questions of my questionnaire, I have indicated various contacts that 
I have had. 

I would be glad to repeat those or read them, but it is right in the 
questionnaire form, sir. 

Mr. Héserr. We recognize it is in the questionnaire form, General. 
We are just trying to get specific instances. 

General Cu1pLaw. Certainly. 

Mr. Héserr. You have certainly answered complete and unequiy- 
ocally your whole questionnaire. 

General Cuipiaw. Yes, sir. 

Mr. Héserr. I didn’t want to go into the whole matter of it. 

But I just wanted to know about the contacts in the overall picture. 

Did you ever find occasion to contact individuals at Air Materiel 
Command in connection with your private industry work? 

General Cuiptaw. No, sir. 

Mr. Héserr. You did not ? 

General Cripiaw. No. 

Mr. Héverr. All right. 

You wanted to clear something ? 

Mr. Courrney. One question, General, to complete the answers you 
have given to the chairman and so we may have a clear under- 
standing. 

General Cuipiaw. Yes. 

Mr. Courtney. In the answer to your questionnaire you make this 
statement, which I would assume you would like to have in the record 
at this time. 
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I might state here that the amount of my initial military retired take-home 
pay is deducted by the corporation in considering the total yearly salary paid to 
me, in order to bring my personal annual salary income from both sources gen- 
erally in line with that paid to other senior vice presidents and directors. 

General Cuiptaw. That is correct. 

Mr. Courtney. That is right ? 

General Cuipiaw. That statement is correct; yes, sir. 

Mr. Hépserr. Well, that is a very important statement there. 

In other words, what has been done in this particular case, with 
your financial arrangements: Consideration has been given to your 
retired pay. If you did not have that retired pay, then the salary 
would have been higher; is that correct ? 

Mr. Wricut. That is correct. 

(General Chidlaw nods. ) 

Mr. Gavin. Although, right at that point, I don’t think, after that 
magnificent statement made by Mr. Wright about the general, and 
his experience and ability and performance—you didn’t do so good, 
anyway. | Laughter. | 

You might be experienced. But there are some generals that got 
stock options. You didn’t get cut in on any? 

General Cuipiaw. Yes, sir; I did. 

Mr. Héserr. Oh, you did ? 

Mr. Gavin. You are far more experienced than I thought you were. 
They got good salaries, but didn’t get the stock option. 

So you got in on the stock option. All right. 

General Cuipiaw. I can say that not much has materialized regard- 
ing the stock option. 

Mr. Gavin. I was just sitting here trying to compare both you and 
Mr. Wright and see who is going to get the best of this whole setup. 
But you come out, I would say, fairly good. [Laughter.] 

Mr. Gavin. Although I would say this, in all fairness to you, Gen- 
eral, that when we talk about these figures, what you should present is 
actually what the take-home pay is, see ? 

Now, $60,000 might sound like a lot of money, and it is a lot of 
money, and it is a big salary. But Uncle Sam comes along and he 
takes his cut out of it. So it doesn’t sound as big after he gets through 
as it might appear when you say $60,000. 

General Curpiaw. I don’t want to appear facetious, sir, but I could 
say,“ You are telling me.” [Laughter. | 

Mr. Gavin. That might be. But if I were presenting my case, I 
would say, “My salary is $60,000, but when Uncle Sam takes out the 
income tax actually what I get is $30,000,” or whatever it is. 

General Curpitaw. That is right, sir. 

Mr. Price. Would the gentleman yield ? 

Mr. Hinertr. Yes. Mr. Price. 

Mr. Price. General, I don’t think your answer to that question, in 
your answer to the questionnaire, you mentioned the stock option. 

General Cuiptaw. I think the question was salary, sir. I didn’t 
recall anything in the questionnaire on that. If there was, I over- 
looked it. 

Mr. Price. The question applied to all remuneration. 

General Crimtaw. Lamsorry, sir, I misunderstood. 

Mr. Price. Would you mind telling the committee, then, what your 
stock-option arrangement is ¢ 
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General Cumpiaw. Yes, sir. Initially, upon coming with the com- 
pany, I was granted a stock option for 3,000 shares. Subsequently to 
that, over the period of 4 years, as different occasions have taken place, 
such as the mer ger and what not, that has been raised on two occasions 

Mr. Pricer. What was the stipulated price of the option ? 

General Cumpiaw. Y es, sir. 

Mr. Wrieut. What was the price 

Mr. Price. What was the price? 

General Cu1pLaw. Oh, the price / 

Mr. Price. Yes. 

General Cuipiaw. The first price, of the first options, is 5414, sir, 

The second option is 51 and [addressing Mr. Vright] I believe 
a half? Fifty-one and a fraction. 

Mr. Wricurt. Yes. 

General Cuipiaw. And the last options were at 49.875, I beliece. I 
can furnish those. 

Mr. Price. Mr. Wright, do you know what the price of the stock 
is today, on the board ¢ 

Mr. Wricur. It is inthe range of 64. 

Mr. Price. That is all I have , Mr. Chairman. 

Mr. Héserr. Now, I am intrigued, too—not only interested, but in- 
trigued, with this arrangement whereby the consideration was taken 
in of your retired pay. In other words, you are worth more to 
Thompson Ramo Wooldridge in dollars and cents out of the coffers 
of that corporation than you are actually getting; but they recognize 
that Uncle Sam picks up a piece of the tab, so ‘they credit you with 
that 

General Cuiptaw. Well, let me answer that question, sir. 

Dave, I would like to answer that. 

Mr. Wrieur. Yes. 

General Cuiptaw. You have morale factors within a civilian organ- 
ization, sir, just like you have in the military. 

I came in as what I termed the “junior senior statesman.’ 

There are others on the corporate staff who have been there a con- 
siderable length of time who were receiving I believe more or less an 
average level. I say this on conjecture only. Mr. Wright, I hope, 
can confirm this. 

I felt, and Iam sure Mr. Wright felt, that in addition to the salary 
of the senior corporate staff of the Thompson Products, as it was then, 
if I were to put on ed of that my retired pay, which I feel that I 
have earned over 37 years in uniform, that might create a morale 
factor within the organization, which I apprec iated. And that was 
the basis, really, for the understanding. 

Am [right in that? 

Mr. Wricur. That is correct. 

Mr. Héserr. But still in the opinion of Mr. Wright, you are worth 
more money than you are actually getting, and the difference was 
made up by the Government. 

Mr. Bur wn. Mr. Wright didn’t want to cause any dissension with 





the other vice- presidents and other executives. So he sort of equalized 
it to keep everybody happy; is that right? 

Mr. Wricut. That is I think exac tly right. 

I invited the General to come in as a member of a team. There 
were three other gentlemen at this salary level. It was our feeling 
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that he should do as well but no better, and no worse, than these other 
members with whom the association 

Mr. Gavin. And they had been in the corporation for many years, 
too ¢ 

Mr. Wricur. That is correct. 

Mr. Gavin. They had some ability and experience. 

Mr. Héserr. But still if he hadn’t gotten that retired pay—if it 
hadn’t been taken into consideration he would have gotten that much 
more. 

Mr. Wricut. Then maybe he wouldn’t have had that military back- 
ground. He might not have been worth so much. 

Mr. Hépert. Oh, you are as frank as anybody I ever had on the 
witness stand. 

Mr. Wricur. Yes. 

Mr. Hészert. And it is really refreshing. Instead of backing off 
from what the facts of life are, to hear a witness testify as you dive 
testified. 

Mr. Wrieut. Thank you very much, sir. 

Mr. Héserr. Because we are trying to find out what the practices 
are, and whether these practices lead to abuses. 

Mr. Wricut. Yes, sir. 

Mr. Hevert. We can’t come to conclusions unless we do have the 
facts. 

Mr. Wricurt. I would just like to say one thing, if I may, and that 
is our entire business—automotive, aircraft, electronics, and missiles, 
is in a field of very rapidly moving technological change. 

During the years that I have been with the company, and it is more 
than 25, now, | have seen our principal product go from items for auto- 
mobiles and for the military—I have seen it go from shells and tanks 
and automotive trucks, and that sort of thing, to the airplane, with 
our biggest volume being in valves for piston engine airplanes. That 
was true during World War IT. 

Immediately after World War II the jet engine came along and it 
just about obsoleted everything else. And our piston engine business 
went down and fortunately we were ready for this change, and we 
participated in the contribution of components and products for the 
jet engine. 

And that went off with a bang, and it went up through 1949-50, up 
until the time of the incident in Korea. 

At about that time, we could see on the horizon the emergence of a 
new animal, and that was going to be the missile. 

And these changes are very rapid changes, and they involve tremen- 
dous investment in facilities. Any any time we find ourselves making 
starting cranks for automobiles, which we did back about the time of 
World War I, when they have self-starters, why, we are out of busi- 
ness. And if we are going to make piston valves and rely on them— 
now, we are not going to keep our people or our plants in various parts 
of the country going. 

So any advice we can get from anyone who can tip us off as to what 
the future holds is very valuable advice to us. 

Mr. Gavin. In other words, you weren't going to stay in a rut. 

Mr. Wricut. Will not if I can help it, sir. 
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Mr. Gavin. The only difference between a rut and a grave is the 
width and the depth, and if you stay in the rut long enough you will 
end up ina grave. 

Mr. H&évert. Mr. Courtney. 

Mr. Courtney. Mr. Chairman, I have one question, or one request 
of Thompson Ramo Wooldridge. 

We have developed here that there has been an interchange of 
personnel, on some small factor. I think four was the number 
mentioned. 

But whatever it may be, would you furnish the committee—— 

General Cump.iaw. Yes. 

Mr. Courtney. —with a list of the personnel exchanged between 
Space Technology Laboratories and Thompson Ramo Wooldridge, 
since—— 

General CuipLaw. You mention subsequent to the merger? 

Mr. Courtney. At and since the inception of Space Technology 
Laboratories. 

General CuipLaw. Yes, sir. 

Mr. Wricut. Yes, sir. 

Mr. Courtney. If you will just send that in in the form of a letter, 
it will be satisfactory. 

It will be incorporated in the record at this point, Mr. Chairman 

Mr. Courtney. We ask also, Mr. Chairman, that the answers of the 
company to the questionnaire be incorporated in the record at this 
point. 

Mr. Hésert. They will be incorporated in the record. 

(The answers to the questionnaire are as follows:) 

THOMPSON RAMO WOOLDRIDGE, INC., 
Cleveland, Ohio, June 29, 1959. 
JouHN J. CouRTNEY, 
Special Counsel, Subcommittee for Special Investigations—$9 
Washington, D.C. 
Reference (1)—T.R.W. letter dated June 26, 1950, to Subcommittee No. 39. 
(Attention of John J. Courtney, special counsel). 

GENTLEMEN: By reference (1), pursuant to your letter dated June 10, 1959, 
certain questionnaires and Department of Defense prime contract data were 
submitted for and on behalf of Thompson Ramo-Wooldridge, Inc., and its 
subsidiary, Pacific Semiconductors, Inc. Reference (1) further set forth that 
certain other questionnaires and contract data would be forwarded your office 
on June 29. Accordingly, submitted herewith: 


Question No. 1 

Exhibit B attached hereto setting forth Department of Defense prime contract 
information concerning Ramo-Wooldridge Division of Thompson Ramo-Wool- 
dridge, Inc. Also total approximate figures for all divisions of Thompson Ramo- 
Wooldridge, Inc. 

Exhibit C attached hereto setting forth Department of Defense prime contract 
information concerning Pacific Semiconductors, Inc., Culver City, Calif., & 
wholly owned subsidiary of Thompson Ramo-Wooldridge, Inc. Also total ap 
proximate figures for Thompson Ramo-Wooldridge, Inc., and Pacific Semicon 
ductors, Inc. 
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| Question No. 2 


Ramo-Wooldridge Division of Thompson Ramo-Wooldridge, Inc., subcontracts 
issued having a gross value of $1 million or more. 








Gross value Article or services 


7 a —— 





1, LT.E.K. Corp., 700 Commonwealth Ave., | 1 $2,192,686 | Development and fabrication of photo- 
Boston, Mass. optical equipment. 

2, Broadview Research Corp., 1811 Trousdale 1,776,012 | Automatic data processing facilities. 
Dr., Burlingame, Calif. 





12 contracts. 





Question No. 8. Retired military personnel. 
Thompson Ramo Wooldridge, Inc. 

1. Gordon P. Saville, Thompson Ramo Wooldridge, Inc., No. 429 Universal 
Building, 1825 Connecticut Avenue NW., Washington 9, D.C.; vice president, 
military requirements; employed November 1954 (see questionnaire forwarded 
herewith for further information). 

2. Harold L. George, Thompson Ramo Wooldridge, Inc., 5500 West El Se- 
gundo Boulevard, Post Office Box 0534 Airport Station, Los Angeles 45, Calif. ; 
vice president and executive assistant to the president, director; employed No- 
vember 1954 (see questionnaire forwarded herewith for further information). 

Questionnaires for Messrs. W. M. Garland and G. Perdue will be forwarded 
your office when received by undersigned. 


Question No. 4. Former Federal civilian officers and employees. 
Thompson Ramo Wooldridge, Inc., Ramo-Wooldridge Division 

1. Frederick E. Bond, Ramo-Wooldridge Division of Thompson Ramo Wool- 
dridge, Inc., Communications Systems Department, Post Office Box 90534 Air- 
port Station, Los Angeles 45, Calif.; co-head, communications systems depart- 
ment; employed August 1957 (see questionnaire forwarded herewith for further 
information). 

2. Harold F. Meyer, Ramo-Wooldridge Division of Thompson Ramo Wool- 


dridge, Inc., Post Office Box 90534 Airport Station, Los Angeles, 45, Calif.; co- 


| head, communications systems department; employed August 1957 (see ques- 
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tionnaire forwarded herewith for further information). 

3. John Martin Saxbe, Ramo-Wooldridge Division of Thompson Ramo Wool- 
dridge, Inc., Post Office Box 90534, Airport Station, Los Angeles 45, Calif. ; 
research scientist; employed June 1957 (see questionnaire forwarded herewith 
for further information). 

Questionnaires for Messrs. P. R. Karr, K. V. Knight, D. B. Langmuir, and 
J. T. Suages will be forwarded your office when received by undersigned. 

Respectfully submitted. 


(Signed) THomPpson RaMo WootprincE, INc. 


EXHIBIT B 


Department of Defense prime contracts held by Thompson Ramo Wooldridge, 
Ine. : 


Ramo-Wooldridge division (approximate figures): Research and 
development (see exhibit A to letter dated June 26, 1959) _.-_____ $48, 929,986 
Thompson Products divisions, Thompson Ramo Wooldridge, Inc. : 
Total bse 20, 429, 834 


Total all divisions Thompson Ramo Wooldridge, Inc___._-~_- 69, 359, 820 
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EXHIBIT OC 


Department of Defense prime contracts held by Pacific Semiconductors, Ine, 
a subsidiary of Thompson Ramo Wooldridge, Inc.: 
Pacific Semiconductors, Inc. (approximate figures) : 








EE ES A eye eee eee ae $854, 875 
er aelaisibn eimai outa 74, 941 
INE tee eee ee oak eneiceweonnsaenampees 929, 816 
Thompson Ramo Wooldridge, Inc., all divisions______.__._.-------- 69, 359, 820 
ee COORONG TOs reise ce cccansewocnnnnnseses 929, 816 
en OIRO oo ieee cee ceueamaen 70, 289, 636 | 


Mr. Héserr. Thank you, gentlemen, very much. 

Mr. Gavin. Mr. Chairman, I just want to compliment the General, 
I am glad to see that the military has evidences of executive ability 
and experience to meet the conditions. When they move out of the 
ane y and catch up with the outside world—you have been doing 
good. 

Mr. Hépert. May I ask one final question, in order to keep the 
record straight ? 

I notice, General, that you involuntarily retired—voluntarily— 
what was it? 

General Cuiptaw. No, sir; involuntarily. Physical disability, 60 
percent, sir. 

Mr. Héperr. Sixty percent involuntary retirement. So you did 
not seek the employment until after you had left the service, or em- 
ployment did not seek you until after you left the service; is that 
correct ? 

General Campiaw. Following my retirement? 

Mr. Heserr. That is correct. 

General Cumptaw. Following the normal announcement of my re- 
tirement from the Air Force, sir, which I believe was in March of 
1955—this is from memory—Mr. Wright contacted me by phone and 
asked if I would some time stop in to see him. 

Returning from an inspection trip from an eastern base, I stopped 
in. We had a brief exchange—or a brief discussion, of the possi- 
bility of my employment. 

I told Mr. Wright I could not conscientiously give any affirmative 
answer until I had retired and had a chance to consider not only his 
approach but others that were made to me, sir, and it was following 
my retirement by several weeks when I gave my affirmative answer 
to Mr. Wright, and was officially put on the Thompson Produets 
payroll. ; 

{r. Hézert. During your tour of duty as commanding general of 
the Air Materiel Command at Wright-Patterson, what were your 
contacts, if any, with Thompson Products? 

General Curmpiaw. The occasional contacts you would have with 
any supplier. As a matter of fact, they were perhaps less than I had 
with many of the major prime manufacturers because, as Mr. Wright 
has pointed out, Thompson Products was essentially a subcontractor. 

I believe I made one inspection of their plant, which is quite 4 
normal procedure for the commanding general of the Air ateri¢! 
Command, to occasionally contact the suppliers and see their physica 
abilities, talk to their scientific personnel, and the like. 
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Outside of that, an occasional, I guess social, contact, at some of 


| the air race meets, and what not, around the country. I had no previ- 


ous direct contacts with him. 

Mr. Hézerr. You had no part in awarding contracts or negotiating 
contracts ? 

General Cu1ptaw. No, sir. 

Mr. Hépert. None whatsoever ? 

General Cumptaw. None whatsoever. 

Mr. Héserr. All right. Thank you, gentlemen, very much. We 
appreciate your appearance. 

The committee stands adjourned until Tuesday morning at 10 
o’clock. 

(Whereupon, at 12:10 p.m., the subcommittee adjourned.) 
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| EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
| PERSONNEL BY DEFENSE INDUSTRIES 


TUESDAY, AUGUST 11, 1959 


Howse or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 


The subcommittee met at 10 a.m., Hon. F. Edward Hébert (chair- 
man of the subcommittee) presiding. 

Mr. Héperr. The committee will bein order. Mr. Courtney. 

Mr. Courtney. Mr. Chairman, we have General Electric Co. this 
morning, Mr. LaPierre, vice president; and Mr. Toye, Washington 
counsel, and Mr. Anger, of New York. If you gentlemen would like 
to come forward to the table. 

Mr. Hésert. Will you gentlemen identify yourselves for the record, 
lease ? 

Mr. LaPierre. Surely. 

Mr. Courtney. Are you going to testify alone, Mr. LaPierre, or 
will Mr. Anger testify ? 

Mr. LaPrerre. I will testify, and if Mr. Anger needs to, he will 
answer some questions. 

Mr. Hévertr. You will be the two? 

Mr. LaPierre. We will be the two. 

Mr. Hésert. Will you gentlemen identify yourselves for the record ? 


TESTIMONY OF C. W. LaPIERRE, VICE PRESIDENT, AND WILFRED H. 
ANGER, MANAGER, GENERAL ELECTRIC CO0., SCHENECTADY, N.Y. 


Mr. LaPrerre. Yes, sir. I am C. W. LaPierre, vice president and 
group executive in charge of the electronic, atomic, and defense sys- 
tems group of the General Electric Co. 

Mr. Ancer. I am Wilfred H. Anger, manager of government ac- 
counting services in Schenectady, N.Y. 

Mr. Héserr. Will you gentlemen take the oath, please ? 

You and each of you do solemnly swear that the testimony you will 
give before this subcommittee in the matters now under consideration 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. LaPierre. I do. 

Mr. Ancer. I do. 

Mr. Hésert. You may be seated. 

Mr. Courtney. Mr. yy rainy Mr. LaPierre has a prepared state- 
ment on the discussion which we have asked him to participate in this 
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morning. It is on your desk. May the witness be permitted to read 
his statement without interruption, Mr. Chairman ? 

Mr. Hésert. You may proceed, Mr. LaPierre. 

Mr. LaPierre. I am glad to have this opportunity to testify with 
repost to the employment of retired military officers and employment 
of Federal civilian employees by industry. 

I am mindful of your crowded schedule. For this reason, I would | 
like to make four points about General Electric’s participation in | 
meeting the needs of defense. Then, if time permits, I will amplify 
these in the subsequent testimony and questions. 

1. The needs of defense are changing in nature, and not just in de- 
gree. An essential need today is for technological innovation to keep 
us out in front for the future. In World War IT, we had lots of planes, 
lots of tanks, lots of rifles, lots of ships. Now, the whole defense of 
the country may hinge upon a single new system, as complex as a na- 
tionwide electric power system. 

2. It is General Electric’s policy to concentrate its efforts in those 
areas in which we feel we can make a distinct technical contribution, 
generally advanced weapons systems and components, and the tough 
unsolved problems in military technology. 

3. This defense work represents at the present time approximately 
24 percent of the company’s sales—the remaining 76 percent coming 
largely from the sales of equipment for the generation, transmission, 
distribution, and utilization of electricity. However, we regard de- | 





fense business as an important responsibility of corporate citizenship, 
and we have tried to bring to it the full breadth and depth of our cor- 
porate skills and technical resources, and to conduct it on a business- 
ne basis—organizing and planning for it on a continuing long-range 
asis. 

4. It is characteristic of the work of technical innovation in de- | 
fense that it requires a disproportionate amount of technical man- 
power. Although our prime defense departments account for onl | 


about 24 percent of General Electric sales, the company’s defense wor 
employs nearly 65 percent of the company’s 22,000 scientists and | 
engineers. 

I have cited these characteristics about the nature of General Elec- 
tric’s defense business in order to try to place in perspective the need 
for people who have training and experience in ascertaining and meet- 
ing the requirements of the military. 


WHY GENERAL ELECTRIC HIRES RETIRED MILITARY OFFICERS 


The list which we have previously supplied this committee, in 
answer to your questions about High-revkiny military officers and 
former Federal civilian employees now employed by General Electric 
defense departments, contains a total of 57 names—25 military and 32 
former Federal civilian employees. Why does the company, with 
thousands of scientists, engineers, and managers trained in organizing 


and conducting technical work need these 57 people? I will try to | 


answer this question as directly and briefly as I can, and then if time 
permits I would like to amplify this statement somewhat. 

We don’t hire military people because they are military people. We 
hire them for positions with specific qualifications, and it sometimes 
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happens that the only men who can meet these qualifications are men 
with military backgrounds. 

Their contribution is primarily technical, usually in the area of 
long-range planning in providing the guidance which can be supplied 
only by practical knowledge of military requirements. We do not 
need or use retired military men to sell or negotiate. We have ex- 
perienced sales people for that. 

These retired military personnel are continuing to make an im- 

rtant contribution to the defense effort. Years of effort and scien- 
tific talent and taxpayers’ money are saved by closely relating a new 
weapon or system to actual and specific defense needs, plans, and 
programs. ; 

Testimony before several committees of Congress, including this 
one, has emphasized the critical importance of leadtime in exploiting 
anew development or idea for the defense of the United States. The 
importauce of leadtime in exploiting technological innovation simply 
cannot be overemphasized. 

It is worth noting here that in the early stages of the development 
of an advanced weapons system we are characteristically dealing with 
ideas—the new weapon or system exists only as a concept in the minds 
of the men who are conceiving it—and the worth of new ideas is not 
always the easiest thing to evaluate. Scientists and engineers them- 
selves are not always the best judge of this. And the development of 
even the most important idea for defense must be related to specific 
requirements up to 10 years out into the future. 

f the maximum rate of technological progress, upon which so much 
depends, is to be achieved there must be a continuous interchange of 
information between science and industry and the military. The 
military needs to be continuously aware of the possibilities and capa- 
bilities of industry, particularly in research and development, and in- 
dustry needs to be informed as far as possible about long-range mili- 
tary planning and strategic requirements. 

Retired officers qualified by reasonably current experience in inter- 
preting military requirements and up-to-date familiarity with new 
ideas in the defense field, can perform an important function in the 
technical liaison process. The combat men have better weapons where 
this is done. 

SAFEGUARDS AGAINST IMPROPER ACTION 


I understand that it is not the intent of Congress or of this com- 
mittee to erect legal barriers to the participation of retired officers in 
the necessary process of scientific and technical liaison, but to consider 
the question of whether or not adequate safeguards exist against un- 
due, improper, or unethical influence in direct relation to sales, sales 
contracting and sales negotiation of supplies and defense materials. 

My personal feeling is that the greatest safeguard of all is ethical : 
the character and reputation of these men. 

_ However, it is always possible that individuals will make mistakes 
in judgment or find themselves in unexpected circumstances, so we also 
try to minimize the possibility of improprieties. In the General Elec- 
tric Co. the functions of each position are very fully spelled out in a 
written document called a Position Guide. This guide lists the prin- 
cipal responsibilities of the position, and is the basis for appraisal, 
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pay, and accountability. I have here the Position Guide of a job cur. 
rently filled by a retired officer of the U.S. Navy, which is character. 
istic in the sense that I have already mentioned. This man’s work is 
internal liaison on various developments in the laboratory and the 
needs of company-operating departments in the development of new 
electronic devices for the military. I will not take the time to read it 
here, it runs to several pages, but I would like to point out the 12 re. 
sponsibilities enumerated for the position—chiefly for the work of 
technical planning—do not include participation in selling or 
negotiation. 
ARE MORE LEGAL SAFEGUARDS NECESSARY? 


Existing legislation already proscribes retired officers from partici- 
pating in the selling of, contracting for the sale of, or negotiating for 
the sale of supplies or war materials to any agency of the Department 
of Defense. I am not a lawyer, but such language appears to me to 
accomplish the principal objectives of Congress. 

Some of my Tegal associates, however, feel that there is a need for 
uniformity and clarification of present legislation. 

If additional legislation is proposed, I would urge very strongly 
that careful thought be given to these considerations : 

1. Do not erect an iron curtain through which ideas and information 
on scientific and technical possibilities cannot pass from industry on 
one side of our military experts on the other; and through which the 
requirements, problems, and long-range plans of the military cannot 
be brought to the attention and abilities of industrial scientists, engi- 
neers, and managerial executives. 

2. Do not erect additional barriers to the necessary two-way flow of 
men with unique experience and skills, from Government to industry, 
and industry toGovernment. Ifthe penalties and difficulties are made 
too great—for men from industry serving as consultants and members 
of Government committees, or filling positions in Government—or for 
men in the military services and other branches of Government to 
come into industry—the result may be a waste of skilled and talented 
manpower that the Nation can ill afford. 


3. The possible safeguards of any cooling-off period should bel 


weighed against the need for men with current experience and up-to- 
date familiarity with new ideas in the defense field. During my 3 
years’ experience in the laboratories and shops I have been present at 


the birth of several important technological innovations. From where 


I stand, I must believe that the safety of the Nation is inextricably 
involved in getting these innovations into use first. This is the most 
important consideration of all. 

Mr. Hépert. Mr. Courtney. 

Mr. Courtney. I have just a few questions, Mr. Chairman. 

Mr. LaPierre, I take it from the fast that the General Electric 
Co. as a matter of policy issues this Position Guide, that you recog: 
nize either in deference to the statute which places criminal liability 


in some instances upon the engaging in sales—do you recognize als 


that there is a matter of ethical responsibility on the part of a com 
pany, even without reference to the statute, to avoid areas wher 
undue influence might be implied or the sale of a position might bk 
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suggested because of any conduct of a retired officer while in your 
employ ¢ 

Mr. LaPierre. Yes, we recognize the ethics, not only in military 
work but civilian work as well. 

Mr. Courtney. Civilian work as well. 

(Mr. LaPierre nods.) 

Mr. Courtney. So you do believe as a matter of company policy 
that there should be some—as there is in your company—restriction 
and restraint upon the character of the services to be rendered to your 
company, or for your company, by a retired Federal civilian employee 
ora retired military person ¢ 

Mr. LaPierre. Yes. But that is no different, I would point out, 
from civilian work. 

Mr. Courtney. You make no distinction between the two? 

Mr. LaPierre. We make no distinction. 

Mr. Courtney. Now, in analyzing the questionnaires, Mr. La- 
Pierre—or, Mr. Anger, this may be your question. I would like you 
to verify with me the record as it appears, of General Electric, as to 
the character, rank, and assignment of your personnel. We have you 
listed for 3 major generals, 3 colonels, 2 lieutenant colonels, 3 rear 
admirals, 3 captains, 3 commanders, and 2 lieutenant commanders, for 
atotal of 19 who have responded to the questionnaire. 

Two appear to be assigned to administrative duties. Seven appear 
to be assigned to technical positions. Three are in a category which 
from the answers we would have to classify as miscellaneous. And 
four require further clarification as to their duties, meaning there is 
an indication in the answers which have been received which requires 
further elaboration as to whether or not these personnel are actually 
engaged in sales, in some form. 

Now, of these it appears that 14 were voluntarily retired, 3 were 
involuntarily retired, and 3 were retired for disability. 

Now, in analyzing your company pay scale for these employees, we 
find that the most frequently recurring pay scale is $700 a month in 
this class of 57, of whom we have enumerated the military personnel 
only, against the industry pay scale of $1,100 a month. 

(Mr. Kuhn aside.) 

Mr. Courtney. I am sorry, the average of $1,100 a month. 

Mr. LaPierre. Yes. 

Mr. Courtney. Now, the disproportion, if I may suggest it, of the 
number of $700 employees versus the $1,100 scale which is common to 
this whole group—wouldn't that suggest that probably you don’t have 
available to you from this group the high quality or the vast technical 
knowledge that you think rests with this character of employee? 

Mr. LaPrerre. I am not sure I understand your question, Mr. 
Courtney. 

Mr. Courtney. Well, if the most frequently recurring pay scale 
among these 57 is $700 a month—this is from the answers of your 
company—as contrasted with $1,100 a month, which is the average 
pay scale throughout the group, taking the high and the low, and com- 
paring it also with your average pay scale for technical and scientific 
personnel, doesn’t that suggest that perhaps you are not getting as high 
quality a technical person as you normally expect to incorporate into 
your company’s work ? 
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Mr. LaPierre. Well, as I pointed out before, the procedure whereby R 
we incorporate these in our wr ptr d is through this very complete | ita 
job description procedure. And we hire the people that most nearly }  fiel 





meet in our opinion these specific jobs. And they have very specific } 
qualifications. And the pay is set as a part of the job description inde- ) 
pendently. wes 

Mr. Courtney. The pay is set for the job ? | thi 

Mr. LaPrerre. For the job. cul 

Mr. Courtney. Rather than for the individual ? | ma 

Mr. LaPrerre. Rather than for the individual. | exp 

Mr. Courtnry. Then you would have to say in answer to the ques- | jnts 
tion, I would assume, that in the class of $700 employees, that these I 
military in larger numbers more usually fall into the $700 a month | }jai 
class ? 

Mr. LaPierre. Well, apparently. I don’t have complete enough ~ 
records with me right now to say that $700 is the right figure, but it —_twe 
is under $1,000, certainly. F 

Mr. Courtney. It is under $1,000? | side 

Mr. LaPierre. Yes. | tro? 

And then a relatively small number over. | int 

However, we are only talking about twenty some-odd people here, M 

Mr. Courtney. That is right. N 

Mr. LaPierre. And statistical treatments of a small sample some- M 
times lead to unusual results. M 

Mr. Courtney. Well, the question suggests itself because of your M 
emphasis upon the superior technical qualification of retired military | pJ9- 
personnel. M 

(Mr. LaPierre nods.) M 

Mr. Courtney. Now, the experience in your company’s employ- M 
ment of these personnel and assignment to work doesn’t suggest that} 9 m, 
they are overloaded with technical qualifications, does it? 





- M 

Mr. LaPrerre. Oh, I think so. We have lots of very capable spe- > 
cialists in this salary range. it fal (. 
Mr. Courtrnry. That gets back, then, to a question of the indivi M 


ual, rather than the class, doesn’t it ? | M 
Mr. LaPierre. It gets back to the position for which the indi-| wy 
vidual is employed. M 
Mr. Courrnry. You are satisfied, however, as a matter of company M 
policy and as a matter of good citizenship, are you not, from your gen- M 
eral statement here, that there should be some restriction to avoid the, yy 
suggestion or the possibility of undue influence creeping into theae wy 
tivities of a retired or former Federal civilian official ? M 
Mr. LaPierre. Well, we are very mindful of the fact that there)  gepy; 
are major restrictions already. Because I think this is considered in M. 
assigning any former military officer to a position, and this is some M 
thing that has to be taken into consideration. So we are mindful of M 
that. Plus the fact that we have—we try our very best to have the M 
very highest ethical standards in all of our dealings. Octo 
Mr. Courtney. I have no further questions, Mr, Chairman. | with 
Mr. Hépserr. Mr. Hess. M 
Mr. Hess. Mr. LaPierre, I want to refer to page 5 of your prepared M 
statement, in the second paragraph, in which you say : M) 
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Retired officers, qualified by reasonably current experience in interpreting mil- 
itary requirements and up-to-date familiarity with new ideas in the defense 
field, can perform an important function in the technical liaison process. 

Now, just what do you mean by the technical liaison process? 

Mr. LaPrerre. Well, perhaps I should outline what I mean. These 
weapons systems that we have today are so complex compared to any- 
thing that we knew even in World War II that it is a very great diffi- 
culty—probably the most difficult technical problem we have is to 
make sure and marry the new, latest technologies with the actual 
experience that the weapon is going to have to encounter when it gets 
into the field. This is a very difficult matter. 

Mr. Hess. You mean by that that this man who you hire will be a 
liaison officer between your company and the Department of the Air 
Force, for example, or the Department of the Navy, or the Army ? 

Mr. LaPierre. Not only the Departments of Defense, but liaison be- 
tween various branches in our own company. 

For instance, the position guide I have cam is for a liaison man in- 
side the company who marries, helps marry different branches of elec- 
tronics together, to the end that the device will perform its function 
in the field, in the best manner. 

Mr. Hess. Is that a military man you are referring to? 

Mr. LaPierre. That is a military man, yes. 

Mr. Hess. Who would the man be ? 

Mr. LaPrerre. Well—— 

Mr. Hess. This particular man here that you have referred to? 
He is a retired naval officer, I believe you said ? 

Mr. LaPierre. Yes, a retired naval officer. 

Mr. Hépert. Who is he? 

Mr. LaPieere. This man is Berkley—is it? I can check it in just 
a moment. 

May I ask one of my associates here ? 

Lee, could you tell me ? 

(Aside to the witness. ) 

Mr. LaPreere. Joe Berkley. 

Mr. Hésert. Joe who! 

Mr. LaPierre. Berkley. 

Mr. Hésert. What was his rank ? 

Mr. LaPierre. His rank was—— 

Mr. Ancer. Captain, U.S, Navy, retired. 

Mr. LaPierre. Captain. 

Mr. Courtney. Navy captain, retired. 

Mr. Hess. Navy captain. Do you know how long he was out of the 
service when he came with you d 

Mr. LaPierre. Well, let’s see—— 

Mr. Hess. I presume he filed a questionnaire with the committee. 

Mr. LaPrerre. That is right. 

Mr. Anoer. I have some statistics here, which show he retired in 
October 1955. I don’t have here the date, however, that he started 
with General Electric Co. 

Mr. LaPierre. I would assume very soon thereafter. 

Mr. Hésertr. The questionnaire will reflect that. 

Mr. Hess. But his position is liaison within the company ? 

Mr. LaPierre. That is right. 

44112—59—_43 
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Mr. Hess. He doesn’t contact the governmental departments, or the 
Department of Defense ? 

Mr. LaPierre. That is not a major thing. Although there are 
conditions when I think he might, when there might be a question of 
field operating problems. He might be along with some other people 
talking to the technical specialists in the Armed Forces. 

Mr. Hess. You do have retired military personnel, however, whose 
main duty is to contact the Department of Defense on these technical 
matters ? 

Mr. LaPierre. Not—I don’t know of any whose main duty is that, 
Mr. Hess. 

Mr. Hess. But you have some who do contact them ? 

Mr. LaPierre. We have some who do, particularly ——— 

Mr. Hess. Do they have any part at all in procurement ¢ 

Mr. LaPierre. No. 

Mr. Hess. The procuring of contracts ? 

Mr. LaPrerre. No. The ones who have the most contact on this 
subject are the long-range planners, where we are trying to look ahead 
10 years and anticipate what kind of weapons are needed. 

Mr. Hess. Now, these long-range planners—that is what I want to 
get to. 

Mr. LaPierre. Yes. 

Mr. Hess. These technical men, who have been military men. 

(Mr. LaPierre nods.) 

Mr. Hess. Do you seek them or do they apply for positions? 

Mr. LaPierre. Oh, I think some of both. 

Mr. Hess. And when you seek them, I presume that you compete 
with some of your competitors in the missile manufacturing field? 

Mr. LaPierre. Very definitely. 

Mr. Hess. So that when you seek them, you are endeavoring to buy 
knowledge that they have gained during the time that they have been 
in the military, in the long-range planning field? 

Mr. LaPierre. That is right. 

Mr. Hess. So as to assist your industry to keep abreast with the 
Department of Defense thinking on long-range planning ¢ 

Mr. LaPrerre. That is right. 

Mr. Hess. You mentioned a little further on in your prepared state- 
ment something with reference to a cooling-off period. 

Is it your feeling that there should not be a cooling-off period for 
these technical men ? 

Mr. LaPierre. Yes, I feel very strongly on that point. I think 
any cooling-off period impairs our defense posture. 

Mr. Hess. Well, now, what about a man who is in procurement, 
let’s say, who has spent his entire life in the military in procurement! 
Would you feel there should be a cooling-off period for that man if he 
goes into the procurement end with a corporation ? 

Mr. LaPrerre. I certainly don’t feel that is necessary. 

Mr. Hess. You think it would be proper that one day he would sit 
on one side of the table and the next day on the other side of the table! 

Mr. LaPierre. Could be, could be. I think that could happen. 

Mr. Hess. Where he would represent the Air Force one day and 
General Electric Co. on the other side of the table the following day, 
when General Electric Co. was dealing with the Air Force? 
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Mr. LaPrerre. I think we have to face the practicalities of how 
this defense program works. 

In the first place—mind you, I feel so strongly on the absolute im- 

ortance of having superior weapons. I was in the field during 
orld War II, and I saw some of the bad effects of the enemy having 
superior weapons, and talked to some of the people that were en- 
countering this. And I feel very strongly on the point of having the 
best possible weapons. 

I don’t think there is anything that overpowers that. 

Now, to get the best possible weapons, we have to have the best pos- 
sible talent on them. And I wouldn’t —if I had my way about it, 
I wouldn’t let anything stop in the way of that. 

Now, some of these people come out of the service with right up- 
to-the-minute information that would be of value in getting a better 
weapon. I think nothing should stand in the way of using those 

eople. 

Mr. Hess. They are technical people. 

Mr. LaPierre. They are largely technical, but a good many of the 
people in the procurement organizations are technical, highly trained 
technical people. 

Mr. Hess. I think that is all, Mr. Chairman. 

Mr. Héverr. Mr. Winstead / 

Mr. Winsteap. No questions. 

Mr. Hésert. Mr. Fisher? 

Mr. Fisuer. The people you are referring to: You feel that you 
would get maximum results as a result of their technical ability, 
rather than their ability to procure or negotiate a contract? Is that 
what you are talking about ? 

Mr. LaPierre. Yes, sir; very definitely. 

Mr. Fisuer. You have for years made use of the military talent, of 
retired military officers in various capacities ? 

Mr. LaPierre. That is right. 

Mr. Fisuer. Just how—would you elaborate just a little on how 
much in the way of contributions and your development the retired 
military people have actually made? Is it considerable or more or less 
incidental, or could you elaborate a little on that? Just how much 
contribution overall has the retired military made, that have been 
employed by your corporation ? 

Mr. LaPimrre. Well, of course, it is very difficult in a team as large 
as ours to evaluate the specific contribution of any individual or group. 
But I think—just taking my own contact with these people, I would 
have to say that it is very considerable. 

I think—again, I say that I think you have to think about the poor 
guy in the combat area that is trying to use this equipment under 
combat conditions. And I have been there, and some officers in the 
field comment pretty harshly on what hadn’t been done back in the 
factory to get this equipment ready. 

And it is due to the fact that the people back at home just don’t 
understand the conditions that exist in the field. 

Now, to the extent you can bring these people in and just have them 
talk to the guys working on the bench—we used to do that during the 


war, of course as you perhaps know. We would bring the officers in 
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and have them speak to the people, just to give them the importance M 
of having this equipment so it would work out there in the field. milit 

Mr. Fisuer. In other words, you would find probably better results capa 
by making use of that talent than you would say going into a college whic 
and getting a professor or someone who is an expert in some field? Mi 





Mr. LaPierre. Oh, yes, because these people are not Mi 
Mr. Fisuer. Practical knowledge. milit 
Mr. LaPierre. Yes. They are not experts in what happens in the proc 
combat area. M1 
Mr. Fisuer. So that constitutes one of the bases for the military don’t 
contribution that is made to your company ¢ Mi 
Mr. LaPierre. That is right. | But i 


Mr. Fisner. Well, I think, Mr. LaPierre, for myself, you made a purp: 
very fine statement and a very fine contribution to this hearing, be- ~ Mr 
cause you have injected here I think a very good idea, of something Mr 
of the use you are making of the technological training and the | servi 
special knowledge that are peculiar to those who have served for | perso 


many years in the military establishments. Mr 
That is all, Mr. Chairman. Hard 
Mr. LaPierre. Thank you. Mr 
Mr. Hésert. Mr. Gavin. witne 
Mr. Gavin. Mr. LaPierre, you seem to have a very definite opinion sonne 
relative to hiring personnel. servin 
However, you do say, on page 6 here: and sc 
Some of my legal associates, however, feel there is a need for uniformity and | You 
clarification of the present legislation. Mr. 


Would you care to explore that, as to what is their thinking and) Mr. 
what is their opinion ? are cl 
Mr. LaPierre. Well, I am not a lawyer, and it is very difficult for Youd 
me to see why the preceding words that I used in the paragraph up Mr. 
above just doesn’t cover the matter, but some of my legal associates Mr. 
do feel that this is the case. I am sure they would be glad to cooperate Mr. 
with your committee in explaining this. I think it would be much _Mr. 
better coming from them. elation 
Mr. Gavin. Are there any of them here today that could discuss Mr. 
this matter or suggest to us what ideas they have as to how we could r 
bring about uniformity and clarification of the present situation? for the 
Mr. LaPierre. Well, I think we have some. I am not sure that Mr. 
they would be prepared. the att 
I guess there is no one here that deals directly with the contract °Tgani 
negotiations to such a technical extent that they would be prepared | Mr. | 
right now to do that. on't y 
Mr. Gavin. Well, he might prepare a statement and submit it for Mr. ] 
the record here, so we could have his ideas. Mr. | 
Mr. LaPierre. Good. thing u 
Mr. Gavin. Just what should be done. And here you say that some Mr. I 
of your associates feel there is a need for uniformity and clarification. Mr. I 
go if he has any ideas, let him sumbit them to us for the record. Mr. ] 
Mr. LaPierre. Thank you. Glad to do that. assure ¥ 
(The material referred to is being furnished to the subcommittee.) Mr. I 
Mr. Hésertr. Are you through? make o 


Mr. Hardy. ested in 
Mr. Harpy. Thank you, Mr. Chairman. 
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nce Mr. LaPierre, do I understand that your employment of retired 
military personnel is strictly for the technical capabilities, or liaison 
its capabilities that they can bring, to go with a continuity of experience 
ege which they have acquired on active duty ? 
ld? Mr. LaPierre. That is right, as I wane stag it. 
Mr. Harpy. You do not have—you haven’t employed any retired 
military personnel for the purpose of giving you an advantage in 
the | procuring Government contracts ? 
Mr. LaPierre. We haven’t. And I don’t believe that is possible. I 
ary don’t believe it is possible—if I may elaborate—for two reasons. 

Mr. Harpy. I know a lot of people who disagree or the possibilities. 
But in any event, I wanted to get your own expression as to your own 
ea | purpose. 
be- = Mr. LaPierre. Yes. 
ing Mr. Harpy. Do you have any retired military personnel who are 
the | serving in a promotional capacity with respect to active duty military 
for | personnel ? 

Mr. LaPierre. I am not sure I understand your question, Mr. 
Hardy. 
Mr. Harpy. Well, we have had—last week we had a good many 
witnesses in here, and we had some categories of retired military per- 
ion sonnel which seemed to us to be—at least seemed to me, I should say— 
serving a purpose of keeping up good will between their principals 
and some of their military contracts. 
and| You don’t have any people serving in that capacity ? 
Mr. LaPierre. I don’t think we have any serving in that capacity. 
and Mr. Harpy. Now, we have had before us some organizations that 
are classified as lobbying organizations and registered as lobbyists. 
for Youdon’t have any people employed in that capacity ? 
\ up Mr. LaPrerre. Thatis right. 
ates Mr. Harpy. That is, retired military people? 
rate Mr. LaPierre. As far as I know, we have not. 
uch = Mr. Hanor. Are you a member of the Aerospace Industries Asso- 
ciation ¢ 
cuss Mr. LaPierre. Yes; we are, definitely. 
ould . Mr. Harpy. Is your contribution to that organization in part there 
for the purpose of lobbying ? 
that _ Mr. LaPrerre. I suppose some of it might be used for bringing to 
the attention of Congress, and others, important aspects which the 
ract Organization feels might affect the defense of the country. But I 
ared _ Mr. Harpy. I believe you know that they are registered lobbyists, 
don’t you ? 
-for Mr. LaPierre. Oh, yes, yes; that is right. 
Mr. Harpy. You don’t necessarily indicate that that connotes any- 
thing ulterior ? 
some Mr. LaPrerre. No; I definitely don’t feel that way. 
tion. Mr. Harpy. But that isa promotional organization ? 
ord. Mr. LaPrerre. I don’t think primarily. We are not in it, I can 
assure you, for its promotional aspects. Those are strictly secondary. 
tee.) Mr. Harpy. What specifically does it do—what specific use does it 


make of retired military personnel that you are especially inter- 
ested in ? 
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Mr. LaPierre. Well, the primary reason we are interested in the M 
A.I.A., and other similar organizations for that matter, is to pro- | yoy. 
mote this interchange of knowledge which we feel is so important to that 
better technological innovation. And if you would like, I think if gion 
you would look at the committee structure of the A.I.A. you would; “y 
get immediately what I have in mind. Because the list of members; yy 
on that require a good many pages of paper. [Indicating by fingers.] | tion. 
And they cover the most complex technical aspects of the industry,, Mf 
And these people meet at various times and set technical standards) wher 
and other problems of that nature. And I think the amount of effort Mi 








that goes into other activities is relatively very small. M 
Mr. Harpy. Well, I frankly got a different impression, from their) to th 
testimony. favo 
Mr. LaPierre. I see. Well—— Mi 
Mr. Harpy. Maybe I didn’t get the broad picture. But certainly we e 
the impression I got from the witnesses that were down here testify-- Mi 
ing, was that one of their major activities was in the field of public can t 
relations and the field of informing the Congress. the 1 
Mr. LaPrerre. Well Mr 
Mr. Harpy. Maybe I am wrong, but only: 
Mr. LaPierre. On public relations—if I may comment on that! ui 
I don’t consider the promotion we will say of air transports and air Mr 
means of delivering anything as being a lobbying activity. I wasn’t Mr 
including that. _ to wo 
Mr. Hesert. Are you finished ¢ | Mr 
Mr. Harpy. No. But I want to get on another subject. Iam 
Mr. Hépertr. Go ahead. ing a 


Mr. Harpy. Mr. Chairman, I don’t want to pursue that one par- not u 
ticularly much further. But I wanted to get back to another aspect prefe: 
of Mr. LaPierre’s discussion. his as 

I was interested in the three points that you made at the conclusion Mr. 
of your prepared remarks. And I thought, by and largely, it was visual 
well expressed. Certainly from a standpoint of the position that you suppl: 
have taken, I don’t believe many of us could disagree. our co 

When you get into the third point, though, on this matter of the Mr. 
cooling-off period, I think there is validity in not wanting an inter- pense. 
ruption which would permit a man to get stale before he went to work. that 4 
I think there is some validity to that. contra 

But that brings up the question: Since none of these people are = Mr. 
employed for the purpose of giving you any advantage in negotiating, Mr. 
why wouldn’t your purposes be just as well served if a man whos paid n 
services you felt would be helpful to your organization was retained Mr. 


on active duty and assigned to you? Mr. 
Mr. LaPierre. Well, I think that would open up more question giving 
than it would answer—wouldn’t it? it out 


Mr. Harpy. It might open some questions. But Iam thinking nov Mr. 
strictly about accomplishing the objectives which you have stated yoi We 
wanted them to accomplish. our tor 

Mr. LaPierre. That is right. _ too. 

Mr. Harpy. Now, if he is on active duty and assigned to you ant Mr. 
to nobody else, and you could do it over a protracted period of time for son 
why couldn’t he perform every single worthy function that you haw Mr, 
indicated you seek ? length 
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Mr. LaPierre. Well, I think—if you would do it exactly the way 
you said, I think that might be possible. But visualize this situation, 
that one of our competitors who didn’t have this particular man as- 
signed to him would feel that he had been todbceon grievously. 

Mr. Harpy. Maybe he could get himself another one. 

Mr. LaPrerre. Well, perhaps this one man is the key to the situa- 


_ tion. This could very well happen. 


Mr. Harpy. Well, you would hire him, if you are in competition, 


| when he gets off active duty. 


Mr. LaPierre. We are in competition—— 

Mr. Harpy. He might have some criticism that he wanted to direct 
to the Secretary of the Air Force, or the Secretary of Defense, in 
favor of General Electric. But I think you could take care of that. 

Mr. LaPierre. I wouldn’t think we could, really. I wouldn’t think 
wecould. I think 

Mr. Harpy. Now, to get back to the abstract in this, and so that we 
can try to understand, what specific advantages accrue to you because 
the man that retired is not on active duty ? 

Mr. LaPierre. Well, I think if he is on active duty, then he is not 
only working for our team but he is also working for others that might 
require his services. And I think 

Mr. Harpy. Who else is he going to be working for? 

Mr. LaPrerre. Anyone that his superior officer might direct him 
to work for. 

Mr. Harpy. Well, we will separate him from his superior officer. 
Iam trying to get this thing now so that he actually would be deliver- 
ing a real service along the line that you suggested that you need, and 
not use him under circumstances where he wouldn’t be able to use 
preferential treatment based on influence that he had developed with 
his associates on active duty. 

Mr. LaPierre. It is just, I suppose, extremely difficult for me to 
visualize a situation where the one branch of the Government would 
supply us at their expense assistance that might not be rendered to 
our competitors. 

Mr. Harpy. Now, in most cases—you say supply you at their ex- 
pense. Ina great many of these cases they are paying the salaries 
that you are paying. Because you are working on some of these 
contracts where that is included, I take it ? 

Mr. LaPierre. Oh, yes, that is right. 

Mr. Harpy. So the expenses, the salaries of these people are being 
paid now ? 

Mr. LaPrerre. Right. 

Mr. Harpy. What is the difference of paying it directly and in 
giving it to you in a contract price, and let you turn around and pay 
itout of your checking account ? 

Mr. LaPrmrrre. Well, I think there is a great difference there. 

We might use an analogy. We could be supplied everything—all 
rel tools, all of our equipment, and everything by the Government, 

Mr. Harpy. Well, now, as a matter of fact, you do get a good many 
for some contracts, don’t you? ' 

Mr. LaPierre. We do for some contracts, yes. I could talk at some 
length on that point. Idon’t believe inthat. But 
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Mr. Harpy. Well, you accept them occasionally ? 

Mr. LaPierre. We have to accept them in the interest of national 
defense, right. 

Mr. Harpy. Of course everything we do is in the interest of national 
defense—what you do and what we are doing, too. So we are all on 
the same team. 

Mr. LaPierre. We are all trying to do the same thing. This I 
assume. 

Mr. Harpy. That is right. But I don’t get the real concern that 
you seem to indicate to that kind of an approach to this problem. 

The thing that we have to try to do if we can is to determine if there 
is any improper influence as a result of the system which is now being 
carried out, and if there is to see if we can find some way to overcome 
the suspicion that now rests on Caesar’s wife, and at the same time be 
sure that we are in a position to utilize all of these talents that would 
otherwise go to waste. 

Mr. LaPrrrre. That is right. 

Mr. Harpy. We are all seeking that same objective. And I am 
trying to explore one approach to it here. I don’t think you have 
satisfied me with any indication as to why an assignment of an indi- 
vidual on the Federal payroll to accomplish the same purpose for 
which you employ these retired officers wouldn’t be satisfactory. 

Mr. Fisuer. May I ask him one question 





Mr. LaPierre. Well, Mr. Hardy, I guess I have to say that I would | 


think that if we had such an officer assigned to us, he would have to 
report back tosomeone. He just can’t—someone has to be accountable 
for this man’s effort. 

Mr. Harpy. He reports to you. 

Mr. LaPierre. He would report to us? 

Mr. Harpy. Sure. 

Mr. LaPrerre. Then, I am sure that if this were in effect for any 
significant period of time we would have all kinds of complaints of 
how we misused these officers and charged it to the Federal payroll, 
and the like. 

Mr. Harpy. That may be. But I borrowed a man from the Office of 
the Secretary of Defense a few years ago to serve me in a specialized 
capacity when I was conducting a subcommittee operation. He re- 
ported directly to me with specific instructions that he would not re- 
port to the Secretary of Defense on anything that he did while he was 
working for me. Now, why couldn’t that same thing happen in this 
kind of a situation ? 

Mr. LaPierre. Who would determine the man that was to be as- 
signed ? 

Mr. Harpy. I would prefer to see that kind of an arrangement 
worked out between the company and the individual. Here is a man 
who is about to retire. You decide you want him. He is available to 
go to work for you. Why don’t we assign him and let him stay on 
active duty? 

Mr. LaPrerre. Who else—suppose there were three of us that 
wanted that man? 

Mr. Harpy. Well, there is not but one of you going to get him if 
you let him retire. 

Mr. LaPierre. Would he have the choice-—— 
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Mr. Harpy. I don’t care to pursue this any further. But you have 
not given me any reason as to why it wouldn’t produce from the stand- 
point of the objectives which you have stated, just as good a result 
as you now are accomplishing by employing these people after they 
retire. And there you leave open all of the opportunities for criti- 
cism, whether or not they are valid. 

Iam through. Thank you, Mr. Chairman. 

Mr. Hésert. Mr. Fisher. 

Mr. Fisuer. Mr. LaPierre, in regard to the cooling-off period that 
you referred to in your last recommendation. 

Mr. LaPrerre. Yes, sir. 

Mr. Fisuer. I take it that you would have no objection to there 
being a legal prohibition against a retired officer going into a defense 
industry and working on a project that was about to be sold or an 
attempt was being made to sell it to the Defense Department—you 
would not object to some prohibition against that man switching from 
one side of the negotiating table to the other? In other words, 
whether you say it is bad taste or what for the officer at the Pentagon 
to be promoting a certain missile and then going with General Electric, 
we will say, and getting over on that side of the table and trying to sell 
the Defense Department on that particular missile. Now, there is 
nothing wrong with prohibiting that sort of a thing, is there? 

Mr, LaPierre. I think that is prohibited now. But—in fact, I am 
sure we don’t do that, 

Mr. Fisuer. You don’t do it? 

Mr. LaPierre. That is right. 

Mr. Fisner. I think that is true with the Navy, but I am not sure 
about the other. 

You started to say something a moment ago about two reasons why 
the retired officer who came into your employment could not procure 
acontract, or something to that effect. 

Mr. LaPierre. Well 

Mr. Fisuer. Did you finish that comment ? 

Mr. LaPierre. Yes, I would like very much to finish that comment. 

Mr. Fisuer. All right. 

Mr. LaPierre In the first place, I have been very actively engaged 
in this sort of activity now since the beginning of World War II— 
a little bit before that, and I haven’t seen a case yet where I thought 
one of these retired officers could help us in influencing, constructively. 
I have seen some cases I think where they might have had a negative 
influence. 

But I think there is the natural feeling that when an officer leaves 
and comes back and tries to sell something, that this would be re- 
sented, I believe. 

Now, the second thing is the complexity of getting an order. In 
the first place, it has been my experience that there is no one person 
that can say “yes” on an order or a change in an order, or anything 
else. 

There are lots of people that can say “no,” but almost no one person 
ever can say “yes.” 

This is one of our major problems, I might add. | 

Then after you get the order it could be reviewed mag day in the 
week to see whether you are going to keep it or not, and the reviewers 
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are usually a totally different set of people, who maybe come along | 


somewhat later. 

So I think any firm today that takes an order has to think very 
carefully of not only getting today’s order, but what would happen 
to the company if it were canceled a year later after he had built 
up a substantial organization to take care of it. 

And I want to tell 
a while I see in the newspaper for the first time that one of our orders 
has been canceled. 

Mr. Harpy. If the gentleman would permit ? 

Mr. Fisuer. Go ahead. 

_ Mr. Harpy I am glad to have that observation. I think that was 
in pursuit of a question which I had started off on, but I didn’t pursue 
it for the reason that I was more concerned about the abstraction 
rather than the other side of it. 

Mr. Fisuer. Yes. 

Mr. Harpy. But regardless—and your observation may be 100 per- 


1 you this is very rugged. Because every once in _ 


cent correct, about their not being effective. But, nevertheless, you | 


still have, don’t you, the opportunity for suspicion? At least the 
public seems to have gotten that impression, where there is negotia- 
tion participated in by retired personnel. 

Mr. LaPierre. I think you could get suspicious about anything, 
and I think anyone that has been in business for some years 1s alert 
to all kinds of things that might happen. But I am also mindful of 
the very urgent need to produce weapons. 

If you are sure in your superior position, where you will overlook 
all this thing, and we are so far superior to any potential enemy in 
all our weapons, then of course we can do a lot of things. But if 
they are not, I think we have to be a little cautious. 

Mr. Harpy. Are you saying it is impossible to secure these ad- 
vantages which you have been talking about, and which I think very 
properly you have been talking about, without—you can’t get these 
advantages and at the same time remove the areas of suspicion / 

Mr. LaPierre. Well, the area of suspicion has been removed as far 
as I am concerned. 

Mr. Harpy. Well, I am thinking about the general public now. 

Mr. LaPierre. Well, I think—you, of course, could go a long way 
in clearing that up, in your activities, by this testimony. 

Mr. Harpy. That isall. 

Mr. Héserr. Mr. LaPierre, in connection with your membership in 
the A.I.A., do you know offhand what contribution you make to the 
A.1.A.? 

Mr. LaPierre. I think it is in the order of just under $50,000. 

Mr. Héverr. It is based on your sales, isn’t it ? 

Mr. LaPierre. That is right. 

Mr. Héserr. All right. And you indicated that you knew—I think 
you indicated that you knew of no lobbying activity on the part of 
A.I.A., except in the field of information. General Cook testified 
here that the A.I.A. was a listening post and the pipeline of industry. 
Those were his own evaluations. Do you know of the activity that the 
A.LA engaged in the Renegotiation Act? 

Mr. LaPierre. I know some of that, yes; that is right. 

Mr. Hésertr. That wasa lobbying activity, wasn’t it? 
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Mr. LaPierre. By some definitions, yes, I think that is right. 

Mr. Hépert. By some definitions? Well, General Cook testified 
that, but A.I.A. was interested in the defense industry to the extent 

(Mr. LaPierre nods.) 

Mr. Hésert. To lobby that act. I think you said that was—not 
that, but A.I.A. was interested in the defense industry to the extent 
of the national defense. Well, that activity would be in the interest 


Mr. LaPierre. Well, of course I feel pretty strongly, Mr. Chair- 
man, that the industry’s pocketbook is not completely disassociated 
from the national security. 

Mr. Hépert. That is the reason we are in trouble now. That is the 
reason we are having these hearings. 

Mr. LaPierre. We may be in trouble, Mr. Chairman, but I think it 
might be in a different direction. 

Let me put it this way: I think as far as this country is concerned 
we have been absolutely preeminent around the world in the produc- 
tion of civilian goods, quantity and quality. And even our most 
rambunctious potential enemy holds up as his objective that some day 
he is going to equal us. 

Now, why is it that this country is so great in this respect and yet 
can’t achieve the same peeminence in our weapons? And we are—I 
don’t attempt to evaluate our relative superiority, but I do note that 
there is tremendous apprehension in our weapons position. 

And I think the difference is in the way that we attack the civilian 
economy, that is the difference in the method we employ—because we 
have feet in both camps here and we can see this very great differ- 
ence in the way we are going about producing civilian goods, these 
very superior civilian goods, to the way we go about producing 
weapons. And one of the factors is this matter of getting the cus- 
tomer and the supplier close together. 

In civilian goods, we use all kinds of means of getting them close 
together, so that we get very close cooperation and so that the cus- 
tomer always knows what the supplier is doing and the supplier knows 
what the customer needs. We work together right up to the point of 
delivery, and afterwards, in servicing the equipment afterwards. 

Now, in the military way, there is a great tendency during peace- 
time—not during hot war, but during peacetime—there is a great 
tendency to build a great big wall between the producer and the user. 
And the bigger that wall is, the harder it is to get the kind of thing 
the user needs in the field. 

Mr. Héperr. Yes, but in the civilian area you have competition 
for the customer. In the military, you have a sole customer. 

Mr. LaPierre. We have, I think, about the most bitter competition 
that I knew of in the military area, of one sort or another. Extremely 
difficult. 

Mr. Héserr. But you still have the single customer for the mili- 
tary weapon. 

Mr. LaPierre. Well, not exactly. You have three services and each 
service is divided into innumerable bureaus or branches, or what not. 

I think there is quite a little actual competition. 

Mr. Hérert. There you put your finger right on the sore spot. 

Mr. LaPierre. Well, is it a sore spot? I am not so sure. 
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Mr. Héperr. Because there you have the interrivalry or healthy 
competition among the services for producing their particular weapon, 
But it still goes to the same sole customer, to pay for it. 

Mr. LaPierre. Well, the actual mechanics of paying for it is per- 
haps not the most important factor in the deal. In fact, no contractor 


is sure of what he is going to be paid for until after the final negotia. | 


tion, long after the contract is delivered. 

Mr. Hesert. The same public pays. 

Mr. LaPierre. That is right. 

Mr. Hésert. It comes out of the single pocket. And that is the in- 
terest and concern, of course, of the Congress and this committee in 
particular, is to be sure there are not wasted dollars between the man- 
ufacturer of the product and the payment for the product. That is 
our interest. 

Now, Mr. LaPierre, who is your senior retired military officer in 
the employ of General Electric ¢ 

Mr. LaPrmrre. I suppose Admiral Fechteler. I am not sure of that, 


Mr. Hésert. Admiral Fechteler. I believe that would be correct, 


Mr. LaPierre. I believe that is correct. 

Mr. Héserr. Admiral Fechteler is the former Chief of Naval 
Operations ? 

Mr. LaPrerre. That is right. 

Mr. Hésert. When did he go to work for General Electric? 

Mr. LaPierre. I think it was about 2 years ago. 

Mr. Hésert. You don’t know how long after he retired that he 
went to General Electric ? 

Mr. LaPierre. It was very shortly after he retired. As I recalled, 
though, there was quite a gap. After he was Chief of Naval Opera- 
tions he worked for NATO for a while. 

Mr. Hésert. That was in the Government service? 

Mr. LaPierre. For several years. 

Mr. Hésertr. That was Government service? 

Mr. LaPierre. It was Government service, but it was in Europe. I 
believe he was in Italy at that time, for several years after he was 
Chief of Naval Operations. 

Mr. Hésert. But he came to you directly from Government ? 

Mr. LaPierre. I believe so—I am sure that is correct. 

Mr. Hésert. Mr. Kuhn, do you have Admiral Fechteler’s question- 
naire? 

Mr. Kunn. No. 

Mr. Courtney. He has responded to the questionnaire. The ques- 
tionnaire is not here. 

Mr. Hésert. You know—offhand, the questionnaire will reflect it, 

Insert the questionnaire in the record right here. 

(Admiral Fechteler’s questionnaire appears on p. 1042.) 

Mr. Hépert. Do you know his salary ? 

Mr. LaPierre. No, I am sorry, I don’t have that. I don’t think! 
have it with me. 

Mr. Hésert. Well, it is reflected in his questionnaire. 

Mr. LaPrerre. Yes, sir; I am sure. 

Mr. Héserr. It is not at hand now. However, at this point we will 
put in Admiral Fechteler’s salary and his retired pay, in order to keep 
the record in order and continuous. 
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Thank you, gentlemen, very much—— 

Mr. Gavin. I have a question. 

Mr. Hésert. Mr. Gavin. 

Mr. Gavin. I would like to ask the gentleman : What is your opinion 
about these advertisements that we see in the newspapers and maga- 
zines about some particular item or some particular weapon or some 
particular missile, when there is only one customer that the par- 
ticular item or weapon or missile is going to be sold to? What is 
your thinking about these advertisements that we see, relative to dif- 
ferent types of weapons and missiles, and so forth? You aren’t 

oing to sell anybody now. You just have one customer, and that is 
necle Sam. What is the objective in running these advertisements? 
I don’t know how extensively you do it with your company. I can’t 
recall seeing any of it. But what is your opinion about that? You 
represent a big company. 
r. LaPierre. Yes, Mr. Gavin, I would be very glad to comment 
on that. 

We use advertising for a wide variety of purposes. | 

I think these ads started originally in recruiting the technical 
manpower—— 

Mr. Gavin. I can’t hear you. 

Mr. LaPrerre. I say we use these ads for a wider variety of pur- 

We use advertising, of course, in general for a wide variety 
of purposes. 

Mr. Gavin. Yes. 

Mr. LaPrerre. I think these ads started originally for recruiting 
the kind of technical skills that we needed to produce the weapon. 

Mr. Gavin. No, I don’t mean that angle of it. 

Mr. LaPrrre. No, but 

Mr. Gavin. I don’t mean your General Electric consumer goods for 
advertising for personnel. 

I am talking about—if you are, for instance, manufacturing en- 
gines, do you specialize in any page ads or in magazines about that 
particular engine? 

Mr. LaPrerre. We do occasionally put in an ad. 

Mr. Gavin. What is the purpose of it, if there is only one customer ? 

Mr. LaPrerre. Well 

Mr. Gavin. And that is the Federal Government. 

Mr. LaPierre. The purpose of the ad, one of the two prime pur- 
poses, that is, two of the prime purposes are to interest other people— 
engineers—in joining our team to do this kind of work. So it is in 
the form of a recruiting ad. 

Now, one other secondary benefit that we have noticed from this ad: 
It also peps up the team, to be told—to tell the world about what they 
are doing. This is a very difficult thing to do, in defense work, as 
compared to civilian work. 

In civilian work, we publish the results all over the newspapers, and 

everything else. In defense work, we can’t do that so well. 
_ So it peps up the team very greatly. And in specific reference to 
Jet engines, we put a two-page ad in Life magazine, I think once, in 
which we had the latest model of the jet engine at the bottom, and 
then we had all the different people—oh, perhaps 150 people. 

Mr. Gavin. I saw that advertisement. 
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Mr. LaPrerre. Behind that, including the Air Force plant repre- | to fe 


sentative that was responsible for it. sale 
This ad had a tremendous impact. | ° Al 
Mr. Gavin. Are you selling, say, that particular item to all three Mi 
branches of the service, or do you at times try to influence public think- M: 
ing on some particular item or weapon or missile that may be in | Fech 
competition with some other company ¢ Mi 
Mr. LaPierre. Oh, I don’t think it has that effect. I don’t recall | Mr. ( 
an M1 


Mr. Gavin. I am talking about generally what is your thinking, M 
We know, we have seen page ads on Bomarc—not a page, but almost | © M1 
a page. And then next we see a page or parts of a page of Nike- M1 
Hercules. They are in competition with one another. Mr 

What do you think of that type of advertising, where we have but Mr 
one customer, and these two or three particular weapons or missiles, Mr 
may be in competition with each other? What is the purpose of it?) = Mr 
To influence public thinking or influence people, or what? salar 

Mr. LaPierre. Well, I can only answer for our own ads, as to what | and ¢ 
the purpose might be. And I am sure we do not try to influence) Mz 
anybody for any kind of weapon. Although I do feel that the general)! = Mr 
education of the public as to the complexity of these weapons, and = Mr 
all that, is very important. may 

Mr. Gavin. But your teams having research and development co-| quest 
operation with the Government to develop the best particular weapon} at thi 
that is possible, why bringing the public in might influence more con-|  (T 
fusion and controversy as to which is the particular best weapon. 
Shouldn’t we put our faith in your research and development ability 
and the Government’s research and development, to come up with the gomm 
best weapon possible, without getting into some controversial system Washi 
where one is trying to outdo the other by publicity methods? That} Dea 
is the point I am trying to get your opinion on, because you represent) tachin 
a big company. 

Mr. LaPierre. Well, I think—I wouldn’t say that we haven’t made! Co 
mistakes in anything we do. But I think industry generally uses) — Purs 
advertising, institutional advertising, for boosting their own feeling, subcon 
that is their own status in the eyes of the public, and I think this is 
important. defense 

I think the industry—I remember at the beginning of World War cial ek 
II one of our principal executives went to a meeting in New York cluded. 
and some college professor got up and said—why, he says, “It is 4 a 
well-known fact that industry isn’t supporting the war”—which was py 
just after we had gotten in it. listed t 

Well, these apprehensions just horrify industry. At that particu to thee 
lar moment a good many of us hadn’t had a day off for many, many ,, Witt 

. ose i 
months—maybe over a year—And then to have somebody who 184) Act, a 
thought leader get up and say, “It is a well-known fact that industry Our re: 
isn’t helping in the war.” That is the kind of thing that industry is ment h 


. . Govern 
faced with. for Ger 


We have made surveys to find that we weren’t getting any Tecog: we hay 
nition from the public for any contribution in certain areas. rétaine 


Well, the public is a very important person to us. We need it for Be ye 
ica 
request 


our normal business. We need their cooperation, and we need them 
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to fee] that we are doing a good job, not only in making products for 
sale to them but for the good of the country as a whole. 

All that is contributed by these ads. 

Mr. Gavin. That is all. 

Mr. Hesert. We have just received the questionnaire on Admiral 
Fechteler. Will you please, Mr. Kuhn, read his salary ? 

Mr. Kuun. Would you like his monthly retirement pay as well, 
Mr. Chairman ? 

Mr. Hépert. Yes. 

Mr. Kuun. His monthly retirement payments are $1,014.74. 

Mr. Héverr. Does that carry physical disability, too, or not ? 

Mr. Kuun. No. Thisis voluntary; no disability. 

Mr. Hésert. Voluntary and no disability ? 

Mr. Kunn. That is right. 

Mr. Hézert. What does he receive from General Electric? 

Mr. Kunn. Compensation from General Electric. General Electric 
salary, $30,000 per year, plus incentive compensation: $7,000 in 1957 
and $8,500 in 1958. 

Mr. Héserr. Well, thank you, gentlemen, very much. 

Mr. Courtney, the next witness. 

Mr. Courtney. Mr. Chairman, before we close on General Electric, 
may we incorporate in the record the answers to the subcommittee’s 
questionnaire which have been received from General Electric Co. 
at this point. 

(The answers to the questionnaire are as follows :) 

JULY 7, 1959. 
Hon. F. Epwarp HEBERT, 
Chairman, Subcommittee for Special Investigations, 


Committee on Armed Services, 
Washington, D.C. 


Deak-Mr. HésBertT: In response to your request of June 10, 1959, we are at- 
taching answers to the questionnaire (enclosure 1 of your letter) with respect 
to Department of Defense contracts and with respect to retired military and 
former civilian officers of the United States now employed by General Electric 
Co. 
Pursuant to our understanding with Mr. John Courtney, counsel of your 
subcommittee, we have included in our survey and in the answers to all ques- 
tions the 10 departments forming the Defense Electronics Division and the 
Flight Propulsion Division which do the bulk of the company’s business in the 
defense area. Other divisions such as the Atomic Products Division, commer- 
cial electrical equipment divisions, and consumer product divisions are not in- 
cluded. We have not attempted to give a complete list of all Department of 
Defense contracts, but have included those DOD contracts, substantially un- 
completed and in excess of $1 million, applicable to the programs on which we 
are currently working. We have not listed all individual subcontracts but have 
listed the cumulative value of open subcontracts placed on a given subcontractor 
to the extent that such cumulative value exceeds $5 million. 

With respect to employees, we have limited our survey, and our answers, to 
those in the above departments who are exempt under the Fair Labor Standards 
Act, and who have been employed by General Electric within the last 5 years. 
Our responses concerning former civilian officers and employees of the Govern- 
ment have been limited to those who made $10,000 annually or more in their 
Government job and to those who make $10,000 annually or more in working 
for General Electric. Although they are not strictly employees of the company, 
we have also included on the same basis information on consultants currently 
retained by the company. 

As you requested, we have submitted to the persons named in our response the 
applicable questionnaire for military or civilian employees, together with the 
request that it be promptly completed and returned directly to the subcommittee. 
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We trust that the information will be in satisfactory form for the use of the | 
subcommittee. It has been collected from our records and from our employees | 


and to the best of our knowledge is accurate and complete. We appreciate your 


courtesy in allowing us additional time to survey our employees and to assemble | 


this information. 
Very truly yours, 
GrorGE L. HALLER. 


GENERAL ELEcTRIC Co. DEFENSE ELECTRONICS AND FLIGHT PROPULSION DIVISIONS 


MAJOR DEPARTMENT OF DEFENSE PROGRAMS 
Question 1 
List Department of Defense contracts now held by your company. (a) Use 
short title or common name of product or service, if there is one (b) where 
there are several contracts for the same article or service, group the contracts, 
(c) state gross value in round figures for all contracts (or groups of contracts), 
(d) list only uncompleted contracts.’ 








Product categories or programs Grose 
contract 
{Amounts in thousands of dollars] value 
J-79 jet engine production and development____------______---_-___ $381, 266 
Radio guidance for Atlas ICBM_-_--_--_______ ee 234, 977 | 
I asa Rcreccnnnsaensenntaaestabeer pu einaregiese seen upeahigs dain cepiianinian 231, 066 
Detection and location equipment............22.- 2-225. a 210, 369 
Reentry vehicles for Atlas and Thor missiles___.__________--__________ 144, 210 
Electronic countermeasures equipment_____--_-_----_--_--.-----___. 131, 576 
NS I SE ee ee Se ae ae eee ee 130, 704 
aca exiesmebsisicmrenei mn eeoencesibeincioainemiceemanin 92, 905 | 
Polaris fire control, guidance development___________-_______________ 73, 118 | 
Small aircraft engine production and development______.___________ 58, 994 
Other electronic devices and development_____.________--_-_- 50, 826 
Sidewinder guidance equipment._.........___________ 35, 592 | 
Talos handling and launching equipment________-__________________ 24, 629 
Borers Mae Goes Bocenserees... .. s,s tbc 21, 700 
Small aircraft engine tooling, overhaul and spart parts_..._._.. ~~ 18, 218 
NS Se ee a ee ee a Le, See ye ee 28, 521 | 


1Bach category includes currently (as of May 25, 1959) open Department of Defense 
contracts held by the Defense Electronics and Flight Propulsion Divisions of the General 
ee ay having a gross contract value of $1 million or more. Please see our letter of 
transmittal. 

It should be noted that the company has been working on some of the contracts which 
are included in the above categories for 5 years or more. Thus the values shown may 
represent several years of effort, and accordingly do not represent the uncompleted _por- 
tion of the contracts included in the general categories. 
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Question 2 

List all your subcontractors having subcontracts of a gross value of $1 million 
or more. (individually or cumulatively), giving: (@) Name, (06) business ad- 
dress, (c) gross value of contracts, (d) article or service contracted for, (c) 
list only uncompleted subcontracts. 


685 














Subcontract 
Name Business address Articles or services value ! (in 
contracted for thousands 
of dollars) 
Thompson Ramo-Wooldridge, | 23555 Euclid Ave., Cleve- | Jet engine components- --_-_- 17, 612 
Inc. land 17, Ohio. 
General Precision Equipment | 1738 Main Ave., Clifton, N.J.| Polaris components, rotat- 14, 749 
Corp. ing components. 
General Dynamics Corp-_-_---- Rochester 3, N.Y....--.-.-- Automatic test equipment... 13, 634 
Continental Electronics Man- | 2227 Irving Blvd., Dallas, | Transmitters_.........._..-- 12, 279 
ufacturing Co. Tex. 
Bendix Aviation Corp. __..-_- Fisher Bldg., Detroit 2, | Fuel pumps and other fin- 10, 175 
Mich. ished engine parts. 
D. 8. Kennedy & Co......... - King St., Cohasset, | Antennas_._............-..- 8, 968 
Mass, 
Litton Industries, Inc__..._-.- 960 Industrial Rd., San | Magnetrons, gyros, wave- 8, 674 
Carlos, Calif. guides and tubes. 
Kelsey Hayes Co............. |) ea Castings, forgings and fin- 8, 574 
ished engine parts. 
Marquardt Aircraft Co_......| Van Nuys, Calif............ Design services and finished 7, 553 
engine parts. 
Woodward Governor Co.__._. 5003 West 2d St., Rockford, | CIT sensors and main fuel 7, 205 
Ill. controls, 
GID... cacininccnadadlse Malden, Mass.............- Automatic test equipment. - 6, 610 
Textron, Inc. (Dalmo-Victor | 1515 Industrial Way, Bel- | Antennas and tuners__-_-__--- 6, 390 
Co.). mont, Calif. 
Minneapolis-Honeywell Co__.| Box 788, St. Petersburg, Fla_| Polaris components. ------_-- 6, 183 
Portland Copper & Tank | 80 2d St., S., Portland, | Finished engine parts--___-_- 6, 163 
Works, Inc. Maine. 
ITE Circuit Breaker Co_._..- 7* het f —* Ss, SE tina cla nanncmeidarntae ad adiond 6, 005 
elphia, Pa. 
Goodyear Aircraft Corp_...... 1210 Massilon Rd., Akron, | Antenna assemblies. --__..-- 5, 748 


Ohio. 











1 This amount represents the cumulative value of open subcontracts as of May 25, 1959, placed on the 
subcontractor by the Defense Electronics and Flight Propulsion Divisions of the General Electric Co, 


to the extent such cumulative v 


44112—59—_-44 


value exceeds $5,000,000. 


Please see our letter of transmittal. 
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Question 3 
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List all retired military personnel above the grade of captain in the Army and | 
Air Force and lieutenant in the Navy receiving any compensation or remunera- | 
tion from your company, giving the following information: (a) Name, (b) busi- 


ness address, 


year when entered into company service.’ 


(c) title or description of service performed, (d) month and 











Name Business address Title or description of 
service performed 
Adair, C_...............| General Electric Co., Flight Pro- | Supervisor—Division 
pulsion Laboratory Depart- market forecast. 
ment, Cincinnati, Ohio. 
OF ng c8 ci cecnccp General Electric Co., Heavy Mili- | Specialist—Process 


ae Be . 


I a 


Se a 
Ellensburg, G. W__-__- 
OSES SS Se 


RNIN, Picasa ccssnncen 


ok eS nn 


Hanson, Bf. ........ oa 


Hoffman, F.. E.......... 


eee tis Bs... 500 


SS ee 


Sa nes 


Lonnquest, T. C_- ~----| 


Matthews, R. L.----.-- 
0 


Passe, Ti; 0............ 


1Since our personnel records may not indicate the status of our former milita 
ployees and consultants, we conducted a survey as of June 15, 1959, of our em 





| 


tary Electronics Department, 
Thompson Rd. plant, Syracuse, 
N.Y 


General Electric Co., Heavy Mili- 
tary Electronics Department, 
Building 3, Electronics Park, 
Syracuse, N.Y. 

General Electric Co., Ordnance 
Department, 100 Plastics Ave., 
Pittsfield, Mass. 

General Electric Co., Light Mili- 
tary Electronics Department, 
Utica, N.Y. 

General Electric Co., Defense 
Systems Department, 735 State 
St., Santa Barbara, Calif. 

General Electric Co., Heavy Mili- 
tary Electronics Department 
Rudolph Bldg., Syracuse, N.Y. 

General Electric Co., Flight Pro- 








pulsion Laboratory, Depart- 
ment, Cincinnati, Ohio. 
General Electric Co., Defense | 


Systems Department 21 South 
12th St., Philadelphia, Pa. | 

General Electric Co., Heavy 
Military Electronics Depart- | 
ment, Building 3, Court St. | 
Plant, Syracuse, N.Y. 

General Electric Co., Defense 
Systems Department, 425 13th 
St. NW., Washington, D.C. 

General Electric Co., Jet Engine 
Department, Cincinnati, Ohio. 

General Electric Co., Heavy 
Military Electronics Depart- 
ment, Thompson Rd. Plant, 
Syracuse, N.Y. 

General Electric Co., Heavy 
Military Electronics Depart- 
ment, Alaskan Region Shop, 
Post Office Box 419, Anchorage, 
Alaska. 

General Electric Co., Defense 
Systems Department, 300 South 
Geddes St., Syracuse, N.Y. 

General Electric Co., Defense 
Systems Department, 735 State 
St., Santa Barbara, Calif. 


4110 Aspen St., Chevy Chase, Md 


General Electric Co., Jet Engine 
Department, Cinncinati, Ohio. 

General Electric Co., Missile and 
Space Vehicle Department, 
Philadelphia, Pa. 

General Electric Co., Defense 
Systems Department, 735 State 
St., Santa Barbara, Calif. 





control. 


Manager—Applica- 
tion engineering. 


Engineer—Technical 
liaison. 


Supervisor—Data 
processing, 


Technical Staff— 
Technical military 
planning operation. 


Instructor round | 
electronic equip- 
ment. 


Consultant— Design 
analysis, rocket 
engine section. 

Manager—Special 
programs section. 





Manager—Program-.-- 





Manager— Defense 
evaluation opera- 
tion. 

Supervisor—X 211 
engine program. | 

Supervisor—Logistics | 
and field operations | 
support. 


Foreman—Depot-.-.---- | 


| 
| 
| 
| 


Specialist—Security- 


Military technolo- 
gist—Technical 
military planning 
operation. 

Consultant to the 
defense evaluation 
operation. 

Applications engineer, 
X-211 project. 

Manager—Security 
and plant protec- 
tion. 

Manager—Environ- 
ment, technical 
military planning 
operation. 





Date entered com- 
pany service 


a 


July 1956. 


July 1957. 


September 1955, 


July 1958. 


April 1956. 


March 1957. 


February 1957. 


June 1956. 


September 19656, 


October 1957. | 
May 1955. 
| April 1956, | 


August 1958. 


December 1956. 


January 1950. 


October 1057. 


June 1956. 


January 1959. 
August 1066. 


February 1957. 


em- 
oyees 


(except under the FLSA) and consultants of the defense electronics and flight propulsion 


divisions of the company. 


The above listed employees and consultants have informed us 


that they are retired military personnel above the grade of captain in the Army and Air 
Force and lieutenant in the Navy, who have left militar 

and who are receiving Government pay on earned milit 
letter of transmittal. 


service within 
ary retirement. 


the past 5 years, 
Please see our 
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Name Business address Title or description of | Date entered com- 
service performed pany service 
Renter 7: Rinsssuoocey 3400 Marvine Ave., Drexel Hill, | Consultant to the May 1959. 
Pa. defense evaluation 
operation. 
Roper, H. McK...----- General Electric Co., Defense | Consultant—Army, March 1956. 
Systems Department, 425 13th defense evaluation 
St. NW., Washington, D.C. operation. 
Schmidt, L. E.....-.-.... General Electric Co., Commercial | Manager—Adminis- July 1955. 
— Operation, Cincinnati, tration. 
Ohio. 
Sneeringer, E. A......-.| General Electric Co., Light | Engineering....-....-- January 1959. 
Military Electronics Depart- 
ment, Utica, N.Y. 
Tarnet, FP. Bo x jaso.sn<e General Electric Co., Ordnance | Purchasing—Field October 1956. 
Department, 100 Plastics Ave., representative. 
Pittsfield, Mass. 
af eS a oer General Electric Co., Defense | Member of the tech- | July 1955, 
Systems Department, 735 State nical staff, technical 
St., Santa Barbara, Calif. military planning 
| operation, 
Question 4 


List all former officers and employees of the Department of Defense or any 
of the executive departments, including the Executive Office of the President or 
of the legislative branch either as members or officers or employees, giving the 
same information as in question 3.1 











- | , . es 
Name Business address Title or description of 
service performed 


Date entered com- 
pany service 





Anderson, R-.-- | General Electric Co., Missile and | Manager—Contract August 1957. 


Space Vehicle Department, 3198 administration. 
, | Chestnut St., Philadelphia, Pa. 
Arenander, N. L_... General Electric Co., Heavy | Attorney_...-..-..---- January 1956. 


Military Electronics Depart- 
ment, Bldg. 1, Court St. Plant, 
Syracuse, N.Y. 

General Electric Co., Jet Engine 
Department, Cincinnati, Ohio. 


Brown, W. J.-..- ao Manager—Objectives 


January 1956. 
and programing. 


Bullard, N. H.---_- General Electric Co., Flight Pro- | Manager—Testing May 1956. 
pulsion, Laboratory Depart- operation. 
ment, Cincinnati, Ohio. 

a et a oo General Electric Co., Missile and | Manager—Technical August 1956. 


Space Vehicle Department, 3198 
raat St., Philadelphia, Pa. 
RP EES Ce ey ee eee 


planning. 

Clark, L. P- Operations research 
analyst. 

Specialist—Experi- 
mental aerody- 


April 1957. 


Diaconis, N. 8_- General Electric Co., Missile and October 1957. 


Space Vehicle Department, 3750 


D St., Philadelphia, Pa. namics. 

Dee, MN. Fi.sea-s .-.d0.....--..-.--..---...--------] Specialist—Structural | November 1955. 
systems. 

a hy See General Electric Co., Flight Pro- | Aerodynamicist—Ap- | September 1956. 


Fleishman, E. A...... 


Gantz, E. St. Clair. .-- 


ON BE oc ccknnnase 


pulsion, Laboratory 
ment, Cincinnati, Ohio. 
Yale University, New Haven, 
Conn. 


Depart- 


General Electric Co., Flight Pro- 
pulsion Laborator Depart- 
ment, Cincinnati, Ohio. 

General Electric Co., Defense Sys- 
tems Department, 735 State St., 
Santa Barbara, Calif. 


plied research oper- 
tion. 

Consultant to the 
engineering 
operation. 

Supervisor—Rocket 
propellants unit. 


Member of the techni- 
cal staff social 
sciences, technical 


July 1958. 


March 1956. 


July 1957. 


military planning 
operation. 














2 Since our personnel records may not indicate the status of our ex-Federal civilian em- 
ployees and consultants, we conducted a survey as of June 15, 1959, of our employees 
(exempt under the FLSA who are currently earning $10,000 per year or more) and con- 
sultants of the defense electronics and flight. propulsion divisions of the company. The 
above listed employees and consultants have informed us that they are former Federal 
civilian employees who left the Government service within the past 5 years, and that they 
held Government jobs which = them $10,000 per year or more when in Government 
service. Please see our letter of transmittal. 
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Name Business address Title or description of | Date entered com- 
service performed pany service 
SN OOo a citencaxtemne General Electric Co., Production | Manager—Executive | December 1955, 
Engine Department, Cincin- and technical 
nati, Ohio. placement. 


Berhert, £. B. ~......- 
FO, FB cgcccens 


NE Danas cacnsndciwe 
Mowtmer, Ti... ........ 


Kimel, H 


A) Se eee 


Klapproth, J. F__...__-- 
Krzywoblocki, M. Z. V- 


kh are 


EY ee 


PE, Mig ibkensddacccns 


Prickett, R. S.........- 


Rinehart, b ncincess<nses 
Ryskamp, J. H.-.....-.- 


Se 


Szebehely, V. G......-.. 





General Electric Co., Missile and 
Space Vehicle Department, 3198 
Chestnut St., Philadelphia, Pa. 


General Electric Co., Defense 
Systems Department, 735 State 
St., Santa Barbara, Calif. 


General Electric Co., Missile and 
Space Vehicle Department, 3198 
Chestnut St., Philadelphia, Pa. 

soma ai Noone RT, ih trrmette dh AR, User 


General Electric Co., Missile and 
Space Vehicle Department, 3750 
D St., Philadelphia, Pa. 

General Electric Co., Flight Pro- 
pulsion Laboratory Department, 
Cincinnati, Ohio. 

_ Church St., Champaign, 


General Electric Co., Missile and 
Space Vehicle Department, 
_ Chestnut St., Philadelphia, 

a. 


General Electric Co., Flight Pro- 
pulsion Laboratory Department, 
Cincinnati, Ohio. 

General Electric Co., Missile and 
Space Vehicle Department, 
gg Chestnut St., Philadelphia, 

Pa. 

General Electric Co., Defense 
Systems Department, 735 State 
St., Santa Barbara, Calif. 

General Electric Co., Missile and 
Space Vehicle Department, 
_ Chestnut St., Philadelphia, 

a. 

General Electric Co., Defense 
Systems Department, 735 State 
St., Santa Barbara, Calif. 


a School of Mines, Golden, 

solo. 

General Electric Co., Jet Engine 
Department, Cincinnati, Ohio. 


General Electric Co., Defense 
Systems Department, 735 State 
St., Santa Barbara, Calif. 


General Electric Co., Missile and 
Space Vehicle Department, 
3750 D St., Philadelphia, Pa. 





Systems engineer---.-- 


Engineer—Program 
cost analyst. 

Economic analysis 
evaluation, techni- 
cal military plan- 
ning operation. 

Manager—Systems 
design and inte- 
gration. 


Systems engineer __..-- 


Manager—Projects 
technical support. 
Manager—Physics. - - 


Supervisor—Ad- 
vanced compressor 
development. 

Consultant on com- 
pressor aero- 
dynamics. 

Manager—Bio- 
astronautics. 


Manager—Stress 


analysis engineering. 


Manager— Rocket 
engine section, 


Manager— Reentry 
vehicle projects. 


Member of technical 
staff—Social 
sciences. 

Manager—Systems 
evaluation. 


Manager—Technical 
staff, technical 
military planning 
operation. 

Consultant on 
meteorites. 

Supervisor—Auto- 
matic data 
reduction. 

Member of technical 
staff—Social 
sciences, technical 
military planning 
operation. 

Manager—Structures 
and dynamics. 





January 1959. 
June 1955. 
March 1959. 
August 1956. 
January 1957. 
March 1957. 
October 1957. 
September 1955, 
June 1956. 
July 1958. 
August 1955. 


March 1955. 


January 1957. 


July 1957. 


October 1956. 


May 1959. 


September 1955, 
December 1958, 


July 1957. 


January 1957, 





Hon, F. Epwarp HEBERT, 
Chairman, Subcommittee for Special Investigations, Committee on Armed Serv- 
ices, Old House Office Building, Washington, D.C. 


DearR Mr. HEBERT: 


GENERAL ELEcTRIO Co., 


Syracuse, N.Y., August 20, 1959. 


At the request of Mr. John Courtney, counsel of your 


subcommittee, we are amending our July 7, 1959, response (revised July 20, 
1959) to the subcommittee’s June 10, 1959, questionnaire to include the three 
departments forming our atomic products division. 

We have followed the procedures outlined in our July 7 letter in preparing 
the information for our atomic products division. 


We have not included con- 
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tracts with the Atomic Energy Commission in our tabulation in response to 
question 1, since your questionnaire refers specifically to Department of Defense 
contracts. Similarly, we have not included subcontracts relating to AEC prime 
contracts in our tabulation in response to question 2. 

Through an error, Mr. John M. Atwood, of our Hanford Laboratories opera- 
tion in Richland, Wash., was advised to file a completed questionnaire with 
your subcommittee. Mr. Atwood’s former Government employment was with the 
Atomic Energy Commission rather than with any of the executive departments 
or offices of the President. Accordingly, we have not included his name in our 
response to question 4. We ask that his questionnaire be returned to him. 

We trust that this additional information will be in suitable form for the 
subcommittee’s use. 

Very truly yours, 
GrorGe L. HALLER. 


GENERAL ELEcTRIC Co., ATOMIC PRopUCTS DIVISION 


MAJOR DEPARTMENT OF DEFENSE PROGRAMS 
Question 1 
List Department of Defense contracts now held by your company: (@) Use 
short title or common name of product or service, if there is one; (0) where 
there are several contracts for the same article or service, group the contracts; 
(c) state gross value in round figures for all contracts (or groups of contracts) ; 
(d) list only uncompleted contracts.’ 


Gross 
Product categories or programs contract 
value 
Research and development for aircraft nuclear propulsion________~- $39, 369, 000 


MAJOR SUBCONTRACTORS AND GROSS VALUE OF OPEN SUBCONTRACTS 


Question 2 


List all your subcontractors having subcontracts of a gross value of $1 million 
or more (individually or cumulatively), giving (@) name, (b) business address, 
(ec) gross value of contracts, (d) article or service contracted for (e) list only 
uncompleted subcontracts. 

None. 

RETIRED MILITARY PERSONNEL 
Question 3 


List all retired military personnel above the grade of captain in the Army and 
Air Force and lieutenant in the Navy receiving any compensation or remunera- 
tion from your company, giving the following information: (a) name, (b) busi- 
ness address, (c) title or description of service performed, (d@) month and year 
when entered into company service.’ 


Each category includes currently (as of May 25, 1959) open Department of Defense 
contracts held by the Atomic Products Division of the General Electric Co. having a gross 
contract value of $1 million or more. Please see our letter of transmittal of July 7, 1959. 

It should be noted that the company has been working on some of the contracts which 
are included in the above categories for 5 years or more. Thus the values shown may 
represent several years of effort, and accordingly do not represent the uncompleted portion 
of the contracts included in the general categories. 

2Since our personnel records may not indicate the status of our former military em- 
ployees and consultants, we conducted a survey as of June 15, 1959, of our employees 
(exempt under the FLSA) and consultants of the atomic products division of the company. 
The above-listed employees and consultants have informed us that they are retired military 
personnel above the grade of captain in the Army and Air Force and lieutenant in the 
Navy, who have left military service within the past 5 years, and who are receiving Govern- 
ment pay on earned military retirement. Please see our letter of transmittal of July 7, 


1959. 
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| 
| 
Business address Title or description of Date entered | TES 
service performed company service | 
ary 
Ag@em: §. Diiccdersiud ac General Electric Co., Atomic | Specialist, adminis- September 1958, a 
Power Equipment Department, tration and security. Ey 
P.O. Box 254, 2151 South Ist St., mit 
San Jose, Calif. 
OSE A ccwignreie cies General Electric Co., Hanford | Industria! physician August 1955. T 
Atomic Products Operation, 
Richland, Wash. gen 
Fechteler, W. M______-- General Electric. Co., Atomic | Consultant, long- December 1956, Cor 
Products Division, 777 14th St., range planning, 
NW., Washington, D.C. Atomic Products for 
Division. } I 
Kirchoff, A. A. G____.-- General Electric Co., Aircraft | Facilities engineering .| August 1956. 
Nuclear Propulsion Depart- | hav 
| ment, P.O. Box 132, Cincinnati, . 





Ohio. M 





Root, W. G___- | General Electric Co., Aircraft | Supervisor, classifica- | October 1956 
Nuclear Propulsion Depart- | tion and distribu- | M 
ment, P.O. Box 132, Cincinnati, | tion. | y 
Ohio. | | 
Shanklin, E. W | General Electric Co., Aircraft | Manager, facilities | July 1955. y 
| Nuclear Propulsion Depart- | engineering admin- | ° 
| ment, P.O. Box 132, Cincinnati, | istration. | give 
| Ohio. | | aii 
Teleries, A... ...| General Electric Co., Aircraft | Specialist, facilities August 19%) wi 
Nuclear Propulsion Depart- | administration and | | help 
ment, P.O. Box 132, Cincinnati, | standards. | 
} Ohio. M 
Watson, P. W__. ; General Electric Co., Aircraft _do November 1956, M 
Nuclear Propulsion Depart- 4 
ment, P.O. Box 132, Cincinnati, M 
Ohio. M 
M 
FORMER FEDERAL CIVILIAN EMPLOYEES M 


Question 4 heli 
List all former officers and employees of the Department of Defense or any of M 

the executive departments, including the Executive Office of the President or of ¢ 

the legislative branch either as members or officers or employees, giving the same to m 








information as in question 3.’ Mi 
Sete = i ee Pe iid Mi 
Name Business address Title or description of Date entered tunit 
service performed company service | cones 
i aga wy volv 
Dee, 858s oi | General Electric Co., Aircraft | Manager, presenta- December 1955. . ; 
Nuclear Propulsion Depart- tions planning. | high: 
ment, P.O. Box 132, Cincinnati, sabe 
Ohio. tistic 
to! EL Se oe _ tired 
=| mr >: Th 
Mr. Courtney. Thank you very much, Mr. LaPierre. thing 
Mr. Héserr. Thank you, genelemen. Wi 
Mr. LaPierre. Thank you, Mr. Chairman. ; 

. ae as : aS comn 
Mr. Courtney. Mr. Huggins, of Westinghouse Electric Co., now— cant 
.. <= : : oo... : > capta 
Mr. E. V. Huggins, its executive vice president. And, Mr. Huggins, ypo, 
we will follow the usual routine of having you identify yourself for Af 
the reporter. ~ank 

: ran 
Mr. Hueerns. Fine. and k 

: ; e anc 
Mr. Courrney. And then the oath will be administered. Ho 
shall 
1Since our personnel records may not indicate the status of our ex-Federal civilian Of 


employees and consultants, we conducted a survey as of June 15, 1959, of our employees 

(exempt under the FLSA who are currently earning $10,000 per year or more) and con two q 

sultants of the Atomic Products Division of the company. The above-listed employee has 

informed us that he is a former Federal civilian employee who left the Government service shall ( 

within the past 5 years, and that he held a Government job which paid him $10,000 per year Tl 

or more when in Government service. Please see our letter of transmittal of July 7, 1959. f ‘he 
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TESTIMONY OF E. V. HUGGINS, VICE PRESIDENT, WESTINGHOUSE 
ELECTRIC 


Mr. Hvucerns. I am E. V. Huggins, chairman of the executive com- 
mittee and vice president of the Westinghouse Electric. 

To my right is Mr. John L. Howland—H-o-w-l-a-n-d—associate 
general counsel, for the company. And to my left is Mr. Howard H. 
Cork—C-o-r-k—director of accounting, defense and atomic products, 
for the corporation. 

I will give the testimony, and therefore I do not see the necessity of 
having these gentlemen sworn. Unless you wish to? 

Mr. Courtney. If they are to testify. 

Mr. Héserr. If they are going to testify, they must be sworn. 

You gentlemen will take the oath, please. 

You and each of you do solemnly swear that the testimony you will 
give before this subcommittee in the matters now under consideration 
will be the truth, the whole truth, and nothing but the truth, so 
help you God ? 

Mr. Hucarns. I do. 

Mr. Howranp. I do. 

Mr. Cork. I do. 

Mr. Héserr. Gentlemen, be seated. 

Mr. Courtney. 

Mr. Courtney. Mr. Huggins, you have a prepared statement, I 
believe ¢ 

Mr. Hvuearns. I do not have a prepared statement, but I would like 
to make a statement, and then throw myself open for questioning. 

Mr. Courtney. Very well. 

Mr. Hucerns. We are pleased to be here and welcome the oppor- 
tunity. Because before the inception of these proceedings we were 
concerned with the aura of suspicion which Mr. Hardy referred to in- 
volved in the employment of retired military personnel. We are 
highty gratified that this committee has seen fit to get behind the sta- 
tistics and to try to find out the extent to which the retention of re- 
tired military personnel involves anything improper. 

The implications which have been raised outside the committee are 
things which we naturally cannot help but take great concern in. 

We filed with the Defense Department some time ago, and with this 
committee, a list of some 33 retired military officers, of the rank of 
captain in the Navy or colonel in the Army and Air Force, and above, 
who were on our payroll. 

After discussion with your special counsel, we did not go below that 
rank because our records are not such that make it at all easy to do it, 
and know you are doing a complete job. 

However, we did give certain statements to the committee, which I 
shall summarize here, which I think cover off this area of interest. 

Of the 33 retired high-ranking military officers whom we have, only 
two are in positions of any significance in the corporation. And I 
shall cover dion separately later. 

The balance are men who to the best of our records, and to the best 
of the information we have gathered, sought employment from us. 

noe of them sought employment some time after they had been 
retired. 








692 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


They are employed primarily in areas where retired military people 
tend to live, like the Baltimore area, with Annapolis close by, and 
with an outside job a valuable source of income. 


The average pay of these men is approximately $10,000. I think | 


probably the highest one would get up into the seventeen- or eighteen- 
thousand-dollar class. 

Their jobs are entirely technical and administrative. 

To the extent that they have any contact with the military services, 
they are on technical problems which arise in the course of admin- 
istering a contract or attempting to analyze specifications which may 
be issued by the military departments. 

We have no retired military officers of any rank whatsoever in our 
defense selling organization. 

There are no retired military officers who contact the procurement 
branches of the Department of Defense in any capacity. 

Every one of these men is paid within the rate range for the job 
which he holds. And his duties are no different from those of civilians 
who hold similar jobs. 


They are retained for their capabilities and for the work which they | 


want to do. 

Of the two officers I mentioned who are in a different capacity, 
Admiral Carney is one, and he has already testified before you. He 
is a consultant and not a regular employee who can affect policy or 
contribute, other than in a consulting capacity. 

The second high ranking officer is Maj. Gen. Albert Boyd— 
B-o-y-d—U.S. Air Force, retired, whom we hired in November of; 
1957, immediately following his retirement. 

General Boyd is vice president and group general manager of our 
defense products activity, and he was hired with that job in mind. 

To further identify myself, I was Assistant Secretary of the Air 
Force from late in 1951 until early in 1953. 

I had been with Westinghouse before I came down to the Pentagon. 
I was on leave of absence and intended to and did return to Westing-| 
house following my tour of duty here. 

These facts were spelled out to the Senate Armed Services Commit- 
tee prior to my confirmation and were well known at the time. 

However, when I returned, I had no responsibility of any type for 
our defense products activities, until October of 1957, when I was 
asked to assume responsibility for them. 

Prior to that time they had been very closely associated with our 
commercial operations, so closely associated that we did not have ade- 
quate information as to the way to do business with the Government— 
I should say adequate knowledge, rather than information, and we 
were not as current with trends, the requirements of military produe- 
tion, research and development, as we should have been. 

When I was asked to assume responsibility for defense products, 
this was in addition to quite a number of other responsibilities, and 
I made it quite clear that we would have to get a full-time officer who 
had the knowledge and the background which we needed to handle 
this job. 

Having been with the Air Force, it was perhaps natural that I 
thought of Air Force people. But that was not the only spot that! 
thought of. 
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However, I did learn that General Boyd was retiring at the end of 
October. This had been announced. And it was late in October that 
I made arrangements to see him. 

At that time he made it quite clear to me that he had no interest in 
a job which was simply a staff job, advising people as to what they 
should best do, that he wanted a tough operating job. And he also 
added that under no circumstances would he use his contacts in the 
Air Force to try to get business. 

I told him that I was quite familiar with both the ethics and the 
law in the situation, as he had expressed himself to be, and that we 
also were not interested in that, but we did want a man who had the 
capability of becoming our senior and top operating officer in the 
defense products field. 

Subsequent to his retirement we had another meeting, and after 
further discussion he decided to come with the company, although he 
stated he had had quite a number of other offers. 

His background was such that it could not help but be appealing. 
He had had the equivalent of manufacturing experience, in being the 
ecmmanding officer of two large air-maintenance depots. 

He had conceived, planned, built, and was the first commander of 
Edwards Air Force Base. He had been the commander of Wright 
Air Development Center. And he had been deputy commander of the 
Air Research and Development Command. 

He had not been involved in procurement, as such. 

But I made it clear to him that we wouldn’t expect him to involve 
himself in procurement, that with proper guidance we thought that 
our regular selling organization could do the job. 

Obviously, in shifting our orientation from one which had been 
overly affected by our commercial products policies and approach to 
one which was oriented to the military, we had some reorganizing to 
do. And after a couple of months of that, when General Boyd had 
gotten to know us, and we had gotten to know him, we specifically 
offered him the job of vice president and general manager of defense 
products, which he accepted. Which job he now holds. 

We have, I think, with great scrupulousness, carried out our under- 
standing at the very outset that he would not engage in selling to the 
Defense Department, and I think the manner in which we have con- 
ducted ourselves would meet with the approval of this group, and ex- 
emplifies to a major degree the value which retired military personnel 
can be to a corporation. 

He has brought to us a feel for defense which we did not previously 
have. He has directed our efforts in research and in production. 

He has advised our people on selling, but he has not personally con- 
tacted any of the services in this regard. And he has increased our 
capability and our ability to pull together the potential of the company 
todo a job. 

This had not previously been done. 

I think you can appreciate that in a company the size of Westing- 
house, we have many, many capabilities. We had not used them. We 
had taken what we call our Defense Products Division, and those were 
it toa very major degree. 

Now, we try to use the results of all of our activities, particularly 
our research and development program, which is aelgned to a major 
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degree for our commercial end of life, and directed those into defense 
fields where they can be of material value to the Government. 


We feel we are more efficient and that means substantial savings to | 


us, and it also means substantial savings to the Government. 

That leads perhaps a little bit to the broad philosophy behind the 
way we operate, and also to views concerning the problems which this | 
committee is considering. 

Now, from my own experience on both sides of the table, at different | 
times, of course. But from my experience in the Air Force, as well | 
as in both corporate and association work, I don’t think I have run 
into any group that has the high degree of integrity that the military 
services have. And that covers a lot of groups, because I of neces- 
sity get around and deal with quite a large number of people. 

i found them when I was in the Pentagon devoted to getting the 
job done, under extremely difficult circumstances. 

They resent outside pressures which interfere with them, and they 
resent any efforts by retired military people or anyone else to effect 
the decisions which they think are theirs to make. 


Wholly aside from questions of ethics and the law, I think Benjamin | 


Franklin’s statement that “Honesty is the best policy” applies here 
quite directly. He didn’t say “Honesty for honesty’s sake,” but it is 
good business to be honest. 

I think pressures on any one particular job will react against the 
company in the next job, and for a long time to come. 

And we not only have tried to avoid those insofar as any of our 
retired military people are concerned, but we go even further and try 
to see to it that our people do not ask Congressmen from our areas to 
put pressure to get a specific job. We just ; don’t think it is good busi- 
ness, wholly aside from our views on it from the pure ethics and the 
legal standpoint. 


a 





Going further into the procurement system that exists in the mili- 
tary, which our competitor here referred to, it is a highly complex 
thing which has in it—whether it is intended to or not—a very basic 
element of integrity. If you take a major Air Force system, for exam- 
ple, it is under the jurisdiction of the Weapons Systems Project Office. 
A source selection board is appointed. It has to satisfy the Air Re- 

search and Development Command, the Air Materiel Command, and 
the using command, such as the Strategic Air Command or the Tacti- 
cal Air Command. ' If it isa significant contract, it will go up through 
the Pentagon and through the ‘Air Council, possibly to the Secretary, 
and maybe even through the Department of Defense, before an award 
is finally made. 

A number of presentations will have to be made to appropriate 
groups on those different elements of a company’s capability that are 
of interest to that particular group. The research and development 
group is obvious. The Air Materiel Command is interested in your 
management capability. The using service is interested in how you 
expect to do it, that is, how it will fit in with the other things they are 
doing. And then when it gets above those commands, after a recom- 
mendation by the Source Selection Board, to have broader considera- 
tion as you get into the Pentagon. 

But I don’t know how any one man or a group of men could really 
affect the selection of a contractor. 
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And, again, agreeing with my competitor, which I don’t like to do. 
[Laughter.] The defense business is an extremely competitive busi- 
ness, as the systems get more complex and the number of pieces of 
hardware get fewer and fewer. 

I have a number of activities of our company under my jurisdiction, 
and I don’t know any that are as competitive as between contractors 
as the defense business is. 

Now, it is obvious from what I have said that I have a very con- 
siderable faith in the military. That doesn’t mean that I don’t recog- 
nize that major mistakes are made, and I certainly am no one to tell 
this committee about it. But at the same time, there is a very major 
amount of not only technical knowledge which is of value to a corpora- 
tion in the defense system, and in the defense personnel in hiring re- 
tired officers, but a major amount of executive, administrative, and 
pure business ability. You find in all of the services very advanced 
organizational and operational concepts and systems which industry 
can learn a lot from. And we don’t hesitate to do it. 

You can go to any one of the services. The Army has an exception- 
ally good incentive system, for example, on cost controls, and that 
type of thing. You take the Navy: The organization on Polaris, that 
is the pulling together of widely diverse organizations under one man, 
projectizing it, and making it work, is something that we have learned 
something from. 

The Air Force has a very advanced system for spare parts and in- 
ventory control, which has saved the country millions and millions of 
dollars, I believe, and which we have examined and we have adopted 
some of their practices to our own distribution setup, simply because 
they are advanced executives and administrators. And with the high 
complexity of business, with its constant growth, we can use people 
like that. 

I wish sometimes we had hired more than we have, but we pick men 
for specific spots and we just don’t go out and hire them. 

Looking to the legislation that is before you gentlemen—not legisla- 
tion, but your interest in the problem and the possibilities of modifica- 
tion in legislation, I think we feel that there is a need for clarification 
and unification, so that the same rules apply to all three services. 

We certainly do not think that there should be any restriction by way 
of a drying out period, if you will, during which retired military 
officers cannot be employed by industry. Not only the technical aspects 
that have been previously mentioned today, but the business aspects 
that I have mentioned, are of importance. 

On the other hand, I 

Mr. Norsiap. Do you include procurement in that? 

Mr. Hucerns. No, sir. Iam just coming to that. 

I certainly would have no objection to a lag period of a couple of 
years on procurement. I think the ethical situation calls for it, if only 
to remove suspicion and give a lot of your military officers a chance to 
turn over, as they do every 2 or 3 years. But to deny to industry the 
knowledge and the capabilities that these men have, not only harms 
industry, but I think it harms the defense effort. 

I think the military probably knows industry better than the indus- 
try knows the military. And the better knowledge we can have of 
each other the better we are all going to be—the better the efforts of 
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both sides will be directed, with consequent saving to the Government 
and to industry. 

We do feel that dual compensation laws are unfortunate, that. re- 
tired military personnel should be able to take Civil Service jobs with- 
out the loss of their pensions, and that we probably have some retired 
military people working for us who would be working for the Govern- 
ment but for that fact. Otherwise, I don’t know why we would have 
a retired Navy captain working at $126 a week, other than to get some 
additional income over and above his pension, in the light of the infla- 
tionary tendencies, and the increased costs of living. 

I think that, in broad, Mr. Chairman, covers what we have done and 
our general views. And we will be happy to answer any questions 
that you can throw at us. 

Mr. Héperr. Mr. Courtney. 

Mr. Courtney. Mr. Huggins, what would you say in round figures 
was the population in Westinghouse who are engaged in Defense 
Department work ? 

Mr. Hvcerns. The total number of employees? 

Mr. Courtney. Yes. 

Mr. Hvcerns. In defense work alone? 

Mr. Courtney. In round figures. 

Mr. Hvueerns. It is pretty hard to tell because—I would say maybe 
15,000 at the outside. 

Mr. Courtney. At the outside ? 

Mr. Hvueerns. Probably less. 

Mr. Courtney. And this would be what proportion of your busi- 
ness ? 

Mr. Hueerns. Maybe 15 percent. 

Mr. Courtney. About 15 percent ? 

Mr. Hucerns. It is a little hard to gage, Mr. Courtney, because if 
you look at defense business, as such, it is scattered across the 
company. 

Mr. Courtney. But that would be representative ? 

Mr. Hucerns. Yes, sir. 

Mr. Courtney. In round figures? 

Mr. Hucerns. Yes, sir. 

Mr. Courtney. Of the total in dollars and the total in population! 

Mr. Huearns. Yes, sir. 

Mr. Courtney. Now, in this complex, then, there are 33 military 
who have been identified ¢ 

Mr. Hvcerns. That goes beyond our defense business. The 33 
covers the entire company, Mr. Courtney. 

Mr. Courtney. I see. 

Mr. Hvearns. Including some who are in work that bears no rela- 
tion whatever to defense. We have a retired Navy captain who is a 
foreman, for example, in our distribution transformer plant. 

Mr. Courtney. Now,asa former public official, do you recognize the 
need for statutory regulation of personnel, both in the service and 
after leaving service, as well as Federal civilian officials? 

Mr. Hvuceerns. I think the rules certainly need to be spelled out, 
whether it is in the statutes or in regulations. I think the existing 
situation indicates an area of confusion on the part of the military, 
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and also on the part of the companies, and certainly on the part of 
the public. 

Mr. Courtney. Well, you recognize, or do you recognize that the 
employer feels some responsibility in this field, not to have an em- 
ployee who might be in violation of either good ethics ¢ 

Mr. Hucerns. We certainly do. 

Mr. Courtney. Or astatutory regulation ? 

Mr. Huearns. No question of it. 

Mr. Courtney. Now, I have one question here which I would like 
to ask you, on the basis of your experience and on the basis of your 
response. The question was addressed to you as a former Federal 
official. 

You speak here of the company having been, in your opinion, ad- 
versely affected by publicity attending upon a proposed award of a 
contract or a subcontract, I guess it would be 

Mr. Huearns. A subcontract. 

Mr. Courtney. To Westinghouse in competition with some other 

ople. 

Would you consider that the situation in which you found your- 
self—and you know the instance to which I am referring ? 

Mr. Huaarns. Yes, sir. 

Mr. Courrney. And you visited the procurement people in the Air 
Force. Would you call that a situation in which pressure had been 
applied to the point where you felt that your company’s position was 
jeopardized, and that the decision might not be rendered upon the 
merits but, rather, upon outside pressures ? 

Mr. Hvcerns. I felt it was—there are two phases to the background 
of your question. One, a statement in the trade press that a recom- 
mendation that we be awarded a subcontract had been rejected by the 
Air Force obviously was an extremely important thing from the 
standpoint of our reputation and prestige. That concerned it. 

The second phase of my concern was based upon whether the reason 
for our rejection, if it was true—and I never dlid find out whether it 
was true, I didn’t ask—was due to lack of knowledge of our interest 
and capability. In one of the two meetings which I had, I found that 
the people involved did not even know that we were in the field in 
question. And my sole concern was to tell them that we were, to 
give a brief bit of background as to what we had done, that we had 
the capability, and that we had the management support to do the 
job if we got it. 

Mr. Courrney. In the circumstances, then, I take it that you recog- 
nize the influence or the possibility of pressures being applied adverse 
tothe position of your company in its desire to compete ? 

Mr. Huccrns. No. I had no feeling at all that any pressure had 
been applied. Insofar as I know, the problem of evaluating the com- 
petitors for this particular subcontract had gone up through the nor- 
mal chain of events. If the trade press was correct that we had been 
rejected after a recommendation on our behalf, then I assumed, and 
I think I was satisfied, that the rejection was based upon lack of 
knowledge on the part of people in the Pentagon that we were in 
the field, that we had a very distinct capability in the field, and that the 
top management of the corporation would see to it that the job was 
done right if we got it. 
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Mr. Courtney. Then it was your proper desire to participate in the 
competition that prompted you 

Mr. Hueerns. Yes, sir. 

Mr. Courtney (continuing). To get into this act. And you recog- 
nize that in the absence of some persuasion on your part, that the de- 
cision might be adverse to you and you might be excluded from the 
competition / 

Mr. Hucerns. Well, I wanted to make sure that if we were excluded, 
they knew what we had before we were. I wanted to make sure they 





really knew what our capability was, and what our interest was. We | the w 


had not previously done work of this type for the Air Force. We 
had for other services. 

Mr. Courtney. So, then, the procurement process that you were 
concerned with was not so foolproof and so well regulated but that a 
situation of this kind could arise, where you could be excluded on the 
ground—your company, rather—through misinformation or lack of 
information or pressures; isn’t that correct ? 

Mr. Hucerns. Well, I would like to leave the “pressures” out of it 
because I have no knowledge of any. But no system is foolproof and 
it is our job to sell all the way up and down and all the way across the 
board. And what I was trying to do was to-sell in the Pentagon, if 
you will, and I would like to point out that that was 514 years after 
Thad left the Pentagon, myself. 

Mr. Courtney. No law affected Federal civilian officials that I am 
aware of. 

Mr. Huearns. I had understood it did, but-——— 

Mr. Gavin. At that point 

Mr. Courtney. Except for money. 

Mr. Gavin. At that point, counsel. 

Mr. Courtney. Yes. 

Mr. Gavin. At that point, was your position sustained’ Was the 
contract that had been awarded to your rejected ? 

Mr. Hucerns. We ultimately got the contract, sir. 





Mr. Hésertr. Then you did do a good selling job over there: didn’t | 


you? 

Mr. Hvueerns. Well, I like to think so. 

Let me say this, Mr. Chairman. 

I eliminated any question as to our capability and our interest in the 
field, the fact that we were in it. I think the good selling job was 
done at the technical level rather than at the top. 

Mr. Hésert. You think you could have done as good a selling job 
if you hadn’t had your tour of duty as Assistant Secretary of the 
Air Force ¢ 

Mr. Hvueerns. I think so. 

Mr. Hépert. You would have known where to go. 

Mr. Hvcerns. I could have found out. I knew the officers in ques- 
tions, but only slightly. 

Mr. Harpy. You don’t think it did any harm that you had been an 
Assistant Secretary / 

Mr. Hveerns. Not. at all. 

Mr. Héserr. And there was no law prohibiting you from doing it, 
as Mr. Courtney pointed out. 

Mr. Hucerns. No, sir. 
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Mr. Heserr. There is no law covering civilians. 

I would like—time is running out, and I would like to get one thing 
in the record here. 

In connection with General Boyd, you sought General Boyd because 
you wanted to put. an emphasis on military selling, didn’t you ? 

" Mr. Hueerns. No, sir. I sought General Boyd because I wanted to 
put emphasis on our military operation. We would do the selling 
without the benefit of his contacts, and without his participation. 

Mr. Héserr. I think your direct testimony stated, among other 
things, that General Boyd’s duty was to advise on selling. You used 
the word “selling.” 

Mr. Hucains. Well, let me amplify that. And thank you for ask- 
ing the question, to eliminate any doubts in your mind. 

He is the chief operating officer in our defense products field. That 
means that all phases of the operation fall under him. 

He does, sea so do I, sit down with our people to analyze projects 


in which we are interested, and to review their presentations to the 


military, because you make a wholly different type of presentation to 
the military than you do to a public utility, for example. 

Mr. Hésert. That is exactly what we are trying to find out. You 
did buy his knowledge of operations in the Pentagon. You put him 


' in charge of a program because he knew his way around, and knew 


how to unlock the doors. 

Mr. Hucerns. That I don’t think is an accurate statement, Mr. 
Chairman. 

Mr. Hésert. Well, what is an accurate statement ? 

Mr. Huaearns. We were trying to buy a man of certain capabilities. 
We were not interested in contact work. We were not interested in 
selling. We were interested in a man who knew manufacturing, who 
knew research and development, who knew the whole setup in the 
defense field. 

Mr. Hésert. That is correct. And knew where to go. 

Mr. Hucerns. Knew where to go, yes. 

Mr. Heéserr. And could advise people where to go? 

Mr. Hucerns. Correct. 

Mr. Héprerr. That is what you bought. You bought his knowledge. 

Mr. Hucerns. That is right. 

Mr. Héserr. That is what we are trying to get at. 

Mr. Hucerns. Right. 

Mr. Hépserr. And his knowledge was where to go. You used the 
word “selling.” You used it in your own case, that you did a good 
selling job in getting the facts before the proper people. 

Now, how much is General Boyd paid ¢ 

Mr. Hugerns. The information is on file with the committee, sir. 
He is paid within the salary rate of his position, corresponding to that 
of other officers of the company. I would prefer not to make it pub- 
lic, for company reasons. 

Mr. Hérertr. We will have to make it public, Mr. Huggins. 

Mr. Hvcains. He is paid $60,000 a year. 

Mr. Hépert. $60,000 a year / 

Mr. Hucarns. Yes, sir. 

Mr. Héperr. And his retirement pay / 

We have his signed questionnaire. 
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| 





Mr. Hueerns. Yes, you have his signed questionnaire. Mr. 
Mr. Hésert. Mr. Kuhn, will you read it Gavin 
Mr. Courtney. Read it. what 1 
Mr. Kvuun. His retirement pay, Mr. Chairman, is $835 a month. | Mr. 
Mr. Héserr. Disability or ; Mr. 
Mr. Kuun. This is voluntary, no disability. | Mr. 
Mr. Héperr. No disability. _ busine 
So it was worth $60,000 to your company to get a man who had the) Mr. 
keys to the doors. Mr. 
{r. Hucerns. Yes, sir. I don’t like the words “keys to the doors,” the ar¢ 
but I am not going to argue with you. Mr. 


Mr. Hesert. We all have our own different interpretations. You Mr. 
have given a very classic example of good selling, on your own part, Mr. 
Mr. Hvucerns. What I am trying to do, I guess, is to make a differ. Mr. 
entiation between contact work, going into the procurement end of ence as 





life, and trying to sell the job. Now 
Mr. Héserr. That is correct. sugges 
Mr. Hueerns. As distinct /cureme 
Mr. Héserr. That is correct, Mr. Huggins. ' person 
Mr. Huearns. Right. ‘tainly 


Mr. Hésert. We are talking about just the selling—the tight con. Now 
cept of the word probably is a man with the order book in his hand, | premiu 
He actually sells. He is the only one that sells, because he takes the ‘the mil 


order. But there are many facets to selling. plied te 
Mr. Hucerns. That is correct. | Mr. 
Mr. Héserr. You start with the president of the corporation, the As I hi 
chairman of the board, and right on down. tary m 
Mr. Hucerns. Correct. Mr. Ch 
Mr. Héserr. They are all active in selling. think t 
Mr. Hucarns. Yes, sir. ‘particu 
b 
Mr. Hézert. So General Boyd would be active in one of those facets Mr. | 
of selling. questio! 
Mr. Hucarns. I am not so naive as to assume that when we hired Mr. I 
him we didn’t get something that we didn’t have before. you dis 


Mr. Hérerr. I don’t want you to appear naive. That is why I asked) Mr. I 
the questions. Because you are not naive. [Laughter.] But those ‘mina 
are the things we went to get the facts on. Now, here you were lag- the 1 
ging in your coordination. Mr. I 

Mr. Hugetns. That is correct. salesma 

Mr. Hésert. In the Defense Department. You felt there was tary, or 
something missing between your relationship between your company “cts in 
and the Defense Department. So when you decided to concentrate Mr. I 
and emphasize that particular phase, and to close that gap, you got Mr. I 
yourself the best man that you could think of who was coming out P’o7ure 
of retirement from the Pentagon. Mr. I 








Mr. Hveerns. That is right. The pr 
Mr. Gavin. I might say, Mr. Chairman, at that particular point, techmica 
what Westinghouse did was nothing Mr. F 
Mr. Héperr. We are not saying people a 
Mr. Gavin. In fact, they all did. So let’s not magnify the point it with 1 
that they went out to secure the best brains and ability that money ag: 


think ; 


hat you 


could buy to get the greatest results. That is evident in all of they 
testimony that has gone before us here. 
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Mr. Héverr. Well, that is the reason why I asked the question, Mr. 
Gavin. Because I didn’t want Westinghouse to be an exception to 
what is the apparent rule. 

Mr. Gavin. Let’s not try to make them an exception. 

_ Mr. Hucerns. We think we were an exception prior to the time—— 
| Mr. Héserr. Until you learned from your competitors how to get 
‘business; isn’t that it ? 

the Mr. Hucerns. We learned from our competitors many things, sir. 

Mr. Hésert. Among them how to get business, and this is one of 

rs,” the areas ¢ 

Mr. Hueerns. That is right. 

You Mr. Hésert. Good. 

art. Mr. Courtney, I didn’t want to interrupt you. 

fer. Mr. Courrney. I have just one question, drawing on your experi- 
| of ence as a public official in the Air Force. 

Now, in your answer, in your testimony, your direct testimony, you 
suggested that probably some restrictions could be placed upon pro- 
curement personnel. You made a distinction between them and other 
‘personnel who are essentially technical in their duties, or due to cer- 
tainly when they were with the military. 

con. Now, wouldn’t it be a discrimination that would practically put a 

ind, premium on the head of — assigned to the procurement part of 

the |the military if he were confronted with a penalty which was not ap- 
plied to his brother officers ? 
_ Mr. Hueerns. I don’t think it would particularly, Mr. Courtney. 

the \As I have indicated, I think anybody who goes out and hires a mili- 
tary man to do selling work—if I may use it as a narrow phrase, 
Mr. Chairman, is going to hurt himself rather than otherwise, and I 
think that basically your military won’t do it. It doesn’t bother me 
‘particularly. 

cet; Mr. Courtney. To single the procurement officer out—this is the 
question—as to whether or not that doesn’t amount to a discrimination. 

jred Mr. Hésert. The man with the book, with the order book. You see, 
you discriminate against him. 

sked| Mr. Hueerns. I would not feel badly if you did not make that dis- 

hose ‘timination. I would feel very badly if you put a drying-up period 

lag- 0 the retention of military officers. 

Mr. Harpy. That brings up a corollary question. Who is the better 
salesman, the individual who has been in procurement in the mili- 

was ‘éry, or who is the engineer who is selling ideas and still has his con- 
pany tacts in the military ¢ 
trate «Mr. Hucerns. It is the latter, Mr. Hardy. 

Mr. Harpy. So the engineer is actually a better salesman than the 
procurement man. 

Mr. Hucerns. Because you are selling a highly technical product. 
The procurement man may not know it. He may not know the 
int, @chnicalities. He may get you in and out, through the organization. 

’. Mr. Harpy. So, then, your purpose in eliminating the procurement 
people and permitting your 2-year cooling-off period, or whatever it 
it with respect to them, was for the purpose of not eliminating those 
who are best qualified to sell the ideas you got to sell? 
£ the Mr. Hucarns. No; that wasn’t my purpose at all. [Laughter.] 
— my purpose primarily was to eliminate this aura of suspicion 
hat you heard about before. 
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Mr. Harpy. You don’t think—— _ 
Mr. Hvueerns. But I don’t think—if you want to look at it broadly, 
and if I am right in my belief that you have to sell across the board 





to the research and development people, to the procurement people, to 
the using service, you wouldn’t make any discrimination. 

Mr. Harpy. You don’t think that aura of suspicion merely attaches 
to the people who carry the order book ? 

Mr. Hueerns. Salesmen have bad reputations, which I don’t nor} 





mally agree with, you know. 

Mr. Harpy. As a matter of fact, you have recognized that this aurd 
of suspicion does exist ? 

Mr. Hueerns. Yes. 

Mr. Harpy. And, goodness knows 

Mr. Hvueerns. I couldn't read the newspapers and not recognize it. 

Mr. Harpy. Well, if anybody observed what happened on the floor 
of the House when that amendment was up here, it is a pretty clear 
indication. 

Mr. Hueerns. Yes, sir. 

Mr. Harpy. That there isa very serious suspicion all around. 

Now, that suspicion doesn’t attach strictly to procurement. people, 

Mr. Hugerns. No, sir; it does not. 

Mr. Harpy. Asa matter of fact, it would seem to me that they prob: 
ably share it less than some of these who are in the higher brackets) 
Wouldn’t you agree with that ¢ | 

Mr. Hueerns. Will you repeat the question? Iam not sure of that 

Mr. Harpy. Well, actually, isn’t the suspicion less directed to the) 
strictly procurement people than it is to those in the higher brackets! 
who are in a top level 

Mr. Hueerns. I think you are probably right. | 

Mr. Harpy. Because actually this amendment was directed to gen-' 
erals and admirals. 

Mr. Huaerns. Well, I agree. I didn’t like the amendment, either 
I am glad the House turned it down. 

Mr. Harpy. Well, if it hadn’t been for a few of us here on tht 
committee that voted the other way, it would have been adopted. 

Mr. Hvueerns. I understand. 

Mr. Harpy. Now, what was—now, on this same subject, I beliew 
you indicated that 31 of the 33 retired military personnel that you hav 
employed—that eliminates the two individuals. 

Mr. Hvueerns. That eliminates General Boyd and Admiral Carney 

Mr. Harpy. Now, those 31: I believe you said none of them conta¢ 
procurement branches within the Defense Department. 

Mr. Hvueerns. I did say that. I would like to broaden it and saj 
that they do not engage in any procurement activities. 

Mr. Harpy. In the sense of carrying an order book. 

Mr. Hvueerns. In the sense of carrying an order book or present 
ing—or making a presentation or negotiating in any definition of sell: 
ing that I know of, including the very broad one, Mr. Chairman, thes 
people play no part whatever. 

Mr. Harpy. Now, were any of them engaged in procurement befor 
they were employed by Westinghouse ? 
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Mr. Huearns. I can’t answer the question, but from the nature of 
their jobs with the company, which are almost entirely engineering 
and internal administrative, 1 would say “No.” 

Mr. Harpy. What was General Boyd’s assignment when you were 
Assistant Secretary / 

Mr. Huceins. Let me say this. I did not know him when I was 
Assistant Secretary. 

Mr. Harpy. You did not know him during that period ? 

Mr. Huceins. No. I knew him by reputation because the Air Force 
wouldn't buy anything unless he tested it out and approved it. I 
think at that time that he was commander of the Wright Air Develop- 
ment Command out in Dayton. 

Mr. Harpy. Now you pointed out that General Boyd was not in 
procurement. But as commander of Wright Air Development Com- 
mand—you know how the chain of command works. 

Mr. HuaGeins. Sure. 

Mr. Harpy. If he saw fit to inject himself into procurement, why. 
the orders clean on down the line would have been carried out, wouldn’t 
it! 

Mr. Hueeins. Not necessarily. I am sure that he made recom- 
mendations that weren’t followed out. As a matter of fact, I know 
he did. 

Mr. Harpy. Not if he felt very strongly. 

Mr. Huceins. Well, 1 can’t answer to that specifically. 

Mr. Harpy. Were you over there long enough to see that chain of 
command work ¢ 

Mr. Huaerns. Sure. 

Mr. Harpy. And you know very well that if the commanding officer 
in that outfit had desired an award of a contract, for reasons of his 
own—and I am not suggesting that they are improper—they would 
have been carried out ¢ 

Mr. Huceins. He might recommend a weapon as a weapon, and it 
might or might not be bought. 

Mr. Harpy. He might even recommend individual contractors, 
might he not ? 

Mr. Huaeins. Now I think the job was to recommend a weapon as 
a weapon. Now if he said it was no good, it probably wouldn’t have 
been bought. He might have recommended it and it might not have 
been bought. 

Mr. Harpy. I don’t know whether he ever did inject himself into 
a specific contract that was under negotiation; but if he had seen 
fit to do so, what he said would have prevailed ? 

Mr. Hucains. I question that very much. It would have been—— 

Mr. Harpy. We had testimony to that effect 

Mr. Huaains. It would have been weighed, it would have been con- 
sidered, but I don’t think it would have prevailed. 

Mr. Harpy. And as Deputy Director of ARDC, he also had a pretty 
sharp background in that field ¢ 

Mr. Hucerns. There is no question. 

Mr. Harpy. Of procurement. 

Mr. Hueerns. And that is one of the reasons 

Mr. Gavin. Or Westinghouse wouldn't have hired him. 

Mr. Hucerns. That is correct. 
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| 
i 
i 


Mr. Harpy. So even though he was not directly engaged in pro- 


curement, he was in command in areas where major procurement with | , M 
which you are concerned was practiced ; is that right ? indi 

Mr. Hvucarns. There is no question but that he could influence, Mr, M 
Hardy. Noargument on that point at all. dizi 


Mr. Harpy. I am not suggesting—I just wanted to get this thing | 800M 
cleared up. What experience have you had with the Space Tech- | #0n, 


nology Laboratories? 1) om 
Mr. Hucerns. Very little. whic 
Mr. Harpy. Have you any prime contracts or subcontracts, either on 

one, that come within their scrutiny ? cour: 
Mr. Hucerns. Do you know of any? I 
Mr. Howtanp. I don’t. were 


Mr. Hucerns. Certainly no major ones. We might have some smal] _ that. 
ones, but we don’t consider them a 
Mr. Harpy. Are you in competition with Thompson Ramo Wool- | they 





dridge? taker 
Mr. Hucerns. Yes, sir. M1 
Mr. Harpy. But you haven’t felt any direct effect of their activities | Mz 
in ig a Technology Co. ? trial 
r. Hueerns. I wouldn’t say so, no. reneg 
Mr. Harpy. What is your affiliation with the Aerospace Institute? surp! 
Mr. Hucerns. We are a member. Mr 
Mr. Harpy. Aerospace Industries Association. testif 
Mr. Hucerns. Weare a member of that, just as we are—— Mr 
Mr. Harpy. How much is your contribution ? Mr 
Mr. Hucerns. I think about $18,000 a year. Mr 
Mr. Harpy Do you recognize that as primarily for the purpose | maki 
of indirect lobbying ? as Ik 
Mr. Hucatns. No, we don’t recognize it as that, sir. [Laughter.] Mr 
Mr. Harpy. What do they do for Westinghouse, essentially ¢ awful 


Mr. Hvcarns. Well, they have a pretty broad committee structure | tried ; 
in many phases of the industry in which we are interested. They work} — The 
with the military people in furthering a better understanding and} Did 
better knowledge, as well as better coordination of activities, if you  ciatio 





will. nectio 
I have greater knowledge, personally, of the National Security In- Mr, 
dustrial Association, which has that as its only function. Mr. 
I recognize that the Aerospace Industries Association has more tion o 
functions than that, but that is—— presse 
Mr. Harpy. There is a sharp distinction between the modus op- Mr, 
erandi. Mr. 
Mr. Hucerns. Yes. ' yah he thi 
Mr. Harpy. Of the National Security Industrial Association and by leg 
the Aerospace Industries Association, isn’t there? offer a 


Mr. Hucerns. There is. The Aerospace Industries Association is| Mr, 
an industry association. The National Security Industrial Associa- Mr, 
tion is not. It represents all types of industry and not just those inferr 
dealing with subjects of aerospace. uit Mr. 

Sie Haver. Well, Aerospace Industries Association, then: You do Mr, 
not construe their services for Westinghouse as being primarily of 4 that w 
lobbying nature? Well 


Mr. Hucerns. Definitely, no. “ment, ¢ 
the wh 
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Mr. Harpy. Would you say that propagandizing would be a proper 
indication of their function for Westinghouse ? 

Mr. Hucerns. No, sir. We aren’t interested in anybody propagan- 
dizing for Westinghouse except ourselves. [Laughter.] Because as 
soon as you throw “propagandizing” into a committee or an associa- 
tion, it loses its impact and you lose your identity. 

I would like to just throw one thought into this lobbying picture 
which I think arises to a very major degree out of the recent renegotia- 
tion situation. At least, I feel it does, from having followed the 
course of the hearings in this committee. 

I don’t know about Aerospace Industries Association, whether they 
were solicited to give testimony, or whether they weren't. I do know 
that other associations were solicited. 

To the best of my knowledge, the position which they took when 


_ they testified before Congress was the same as the administration had 


taken on the bill. 

Mr. Harpy. You mean solicited by Congress to testify ? 

Mr. Huearns. Yes, sir. I know that the National Security Indus- 
trial Association was asked by the committee to present its views on 
renegotiation. I donot know whether Aerospace was, but I would be 
surprised if it wasn’t, because of its position in the field. 

Mr. Harpy. Would you distinguished between a request for them to 
testify and an invitation for them to testify ? 

Mr. Huearns. No. I take that to be one and the same thing. 

Mr. Harpy. Sometimes it is not necessarily the same. 

Mr. Hucerns. I don’t see just what the distinction is that you are 


making. So far as I know, Mr. Hardy, they did not lobby. So far 


as I know, all they did was testify. 

Mr. Harpy. They are registered as lobbyists and they paid some 
awfully high expenses in connection with their presentation, and they 
tried awfully hard to put across somebody’s ideas. 

There is only one other question, Mr. Chairman, in that connection. 
Did Westinghouse specifically indicate to Aerospace Industries Asso- 
ciation a point of view which Westinghouse wanted presented in con- 
nection with the Renegotiation Act ? 

Mr. Howtanp. We were in accord with the views. 

Mr. Hucetns. We did not. We did not participate in the prepara- 
tion of the statement, although we were in accord with the views ex- 
pressed. 

Mr. Héserr. Mr. Gavin. 

Mr. Gavin. I might ask Mr. Huggins if he has any ideas as to how 
he thinks we could approach this problem? Do you think it should be 
by legislation or a code of ethics, or do you have any suggestions to 
offer as to—— 

Mr. Huceerns. What specific phase of the problem, Mr. Gavin ? 

Mr. Gavin. Well, relative to employment of retired personnel. You 
inferred 

Mr. Hucatns. Well, I 

Mr. Gavin. You inferred earlier that anybody in procurement— 
that we should make an exception of them. 

Well, because the particular individual happened to be in procure- 








/ment, after he was retired then he couldn’t find a possible spot. When 


the whole situation is so coordinated that everybody that participates 
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is selling. It is a selling job, from the head right on down, no matter Mr 
who you hire or whether the man has been in some technical branch Mr 
of the service or whether he has been in procurement. brain 
You have one objective, and that is to sell some particular contract. Mr 
And they all participate in it. Those in the upper echelon might be Mr 
more in a position of managerial directors, in coordinating the whole, | defen 
overall picture, and laying out the program and the strategy to reach Mr. 
your objective. So I just wondered why you thought we should make [| retire 
any exception of any one phase of it. the d: 
Mr. Hueerns. Well, we talk procurement and we could mean differ- | effort: 
ent things, again. Mr. 
Mr. Gavin. Because the fellow had the order book and signed the Mr. 
contract Mr. 
Mr. Hucarns. No. ing ak 
Mr. Gavin. That certainly isn’t preser 


Mr. Huaarns. No. We are dealing here with questions of ethics and Mr. 
fields of influence. There is, and I think should be, no classification | Mr. 
of the way to do business with the Military Establishment. That , you se 
should be open and available to anybody who wants to do work with /{ vidual 
them. It is a complex organization, as you gentlemen know. tocont 

Therefore, I do not think that anything should be done, either by | Mr. 
way of codes of ethics, law, or otherwise, to restrict from industry | &4mp 
the knowledge of people who have retired from the military services | Mr. 
as to where to go to try to make their presentations, and how to make | proser 
their presentations in a way which will best meet the problems of the (ad I 


Military Establishment, and the things that they are buying. ‘arise f 
Mr. Gavin. To secure the best weapons possible. | Mr. 


Mr. Hvuaatns. That is correct. They have big problems, and they ‘unders 
have to try to solve them in a very difficult atmosphere and environ- | 8Pros 


ment, as I am sure you gentlemen recognize. Mr. | 

The pace of the technology, the continued information that comes | Mr. | 
in as to what Russia and the Iron Curtain countries may be doing, the Mr. ] 
interplay of all the forces which they must face, give them terrible Mr. . 


difficulties. You have the awful problem now of antisubmarine war- _ the oth 
fare. Nothing can be more important to industry, and nothing can Mr. 
be more important to the country, than to have the lines of communi- | law. 
cation between the Navy and industry wide open and available. Mr. | 
Now those are lines of communication on technical problems, and | they pu 
not on getting contracts. And if a line is to be drawn, it is in the; Mr] 
personal contact field between retired officers and former associates in | 'S@d as 
the military services, be it on a—when you come to making your | pecausi 
presentations, it doesn’t necessarily follow in the technical field that | 2" she 
they shouldn’t talk. Because the retired officer, when he is out with} ; re 
a company, learns something that the company didn’t know it had Mr, ] 
before, and if he feeds that into the Military Establishment, they may Mr. Ga 


see some answers that he won’t have because the technology moves s0 = ( 
fast. So if you are going to do it, if you are going to draw a line, Mr. I 


which I think is reasonably well drawn now, but it certainly can be “vote t 


clarified and made a little more consistent among the services, it should Mr. } 

be on the presentation basis and not on the informational basis. Do_ at he 

I make myself clear ? igre 
JT, 





I don’t care whether the presentation 


Mr. Gavrx. You mean it should be uniform for all three branches to his ec 
of the service ? 
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e Mr. Hucerns. Oh, yes, yes. ; 

h Mr. Gavin. And I presume you will continue to secure the best 
prains and ability that you can to develop the best weapons possible ? 

t. Mr. Hueerns. Sure. sean ee 

* Mr. Gavin. To meet your objective, in support of our national 

e, | defense program. — 

h Mr. Hucerns. Sure. And we will do what we can to keep that 


-e | retired personnel out of the presentation-selling area, if you will—not 
the directional area, necessarily, inside the company, but the selling 
y- | effort 
Mr. Harpy. Will the gentleman yield ? 

he Mr. Gavin. Yes, I yield. 

Mr. Harpy. In connection with this presentation area you are talk- 
ing about, Mr. Huggins, are you thinking in terms of specific sales 
presentation 4 sega 
nd | Mr. Hueerns. Primarily, but not necessarily. 
on | Mr. Harpy. Well, wouldn’t you accomplish the kind of thing that 
rat. you seem to be talking about by putting some limitations on the indi- 
‘th { vidual people or officers that the retired personnel would be permitted 

tocontact ? 
by Mr. Hucerns. You might, but I would like to have a more specific 
try | example of what you are thinking about, Mr. Hardy. 
ces | Mr. Harpy. Well, I am thinking—we have been talking here about 
ike | proscriptions against selling, whether it is selling ideas or what not, 
the \and I am trying to think whether the problem of suspicion doesn’t 
‘arise from contacts with previous associates. 
| Mr. Hueerns. Well, I think unquestionably it does. And if I 
hey | understand the Air Force requirements, for example, General Boyd 
on- | 8proscribed for life—— 
Mr. Héperr. No. 
mes | Mr. Hucerns. From selling to them. 
the Mr. Harpy. I don’t know where 
ible | _ Mr. Hucerns. And for 2 years after his retirement from selling to 
var- , theother services. Now you get into the area of what is selling. 
ean |. Mr. Harpy. I don’t know where that came from. It is not in the 
uni- | BW. é' ere 
Mr. Hvcerns. Well, I have seen it in Air Force publications which 
and | they put out to retired officers. 

the, Mr. Harpy. Well, if you follow the definitions that Secretary Gates 
.s in | Wed as selling, why, he wouldn’t be able to serve in his present job. 
rour | Because I think all of us recognize that the top man in any organiza- 
that | ¥on should be the best salesman they got. 
with| Mr. Hucerns. He is the front for it. He ought to be. 
had _ Mr. Harpy. Mr. Chairman, I have another question—excuse me, 
may | Mr. Gavin. 
ag go, Mr. Gavin. Go ahead. 
line, , Mr. Harpy. How much time has Admiral Carney been expected to 
n be “evote to Westinghouse ? ! 
ould, _ Mr. Hvueerns. He is expected—there is no specific amount of time 

Do ‘hat he is expected to devote, Mr. Hardy. He devotes time as the 
oecasion arises, 

Mr. Harpy. Is there set forth in writing a contract with respect 
to his consulting duties? 
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Mr. Hucarns. Yes, sir. M1 
Mr. Harpy. I don’t know whether we have a copy of that, or not, [ selve 
Mr. Hueerns. Was it filed with you, Mr. Courtney? We will be{ plica 


glad to file it, if it isn’t. use t 
Mr. Courtney. Not the contract, but a summary of the agreement/ now : 
was contained in the answer to Admiral Carney’s questionnaire, a cas 
Mr. Harpy. It was? didn’ 
Mr. Hueertns. Yes. cers, | 
Mr. Harpy. That is probably all that was necessary. Mr 
Mr. Hucerns. No; it wassummarized, Mr. Hardy. prese 
Mr. Harpy. But you don’t have any specified amount of time, but} Mr 
you do have a specified consulting fee ? itaffe 


Mr. Hueerns. Well, it is roughly in the neighborhood of a quarter} Mr 
of his time. But he does a fair amount of traveling, which certainly} by ret 
isn’t for us when Mr. 

Mr. Harpy. Is he reimbursed for that ? Mr. 

Mr. Hucerns. No; unless it is specifically for us, but I don’t know = Mr. 
of any—well, if he travels out to Pittsburgh, for example, for ou Mr. 
defense advisory committee meetings, we ( Mr. 

Mr. Harpy. That comes out of the consulting fee ? Mr. 

Mr. Hucaarns. No, no; that we pay. But we don’t pay—I dont apply 
know of any trips that he has taken for us that we have paid his, itass 











traveling expenses on. | Mr. 
Mr. Harpy. Was he employed—had he already worked out his ar-| Mr. 
rangements—strike that. Mr. 
Were his arrangements with Bath Iron Works already in effect) out— 
before your contract with him ? | Mr. 


Mr. Hucerns. I don’t know. I don’t know when he made his ar} doesn’ 
rangements with Bath Iron Works. His arrangements with usI be} Mr. 
lieve were made very shortly after his retirement. Mr. 

Mr. Héverr. Mr. Huggins, I think you said that the officers in} wereo 
the Pentagon, the people in the Pentagon, would resent, or do resent) Mr. 


pressures. Mr. 
Mr. Hucetns. Yes, sir. Mr. 
Mr. Héeerr. Well, then, you recognize that pressures are present,i{ Mr. 
they resent them, don’t you? Mr. 
Mr. Hucerns. There are a variety of pressures present, Mr. Chair had th 
man. Let 
Mr. Hésert. What type of pressures? That is what we want te but on 
know. What typeof pressures are ro referring to? membe 
Mr. Hvcerns. More congressional than anything else. compa 
Mr. Hésert. What? we hac 
Mr. Hvecrns. More congressional than anything else, sir the file 
[Laughter. | volved 
Mr. Hésert. Well, that is the people. the Ai 
Mr. Harpy. I certainly am sorry I wasn’t able to find out how to fellow 
get in touch with you before. [Further laughter. ] |. “Oh, 
Mr. Hveerns. Mr. Hardy, you never had any trouble. All you dil Air Fo 
was pick upatelephone. Although I will say this—— | Ino 
Mr. Héeerr. You are not going to limit it to the congressional cause t 
pressure ? side of 
Mr. Hueatns. No, sir. | Mr. ¢ 


Mr. Hévert. What other pressures? | Mr.] 
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Mr. Hueerns. There were examples of retired officers making them- 
selves too evident, being around too much, so that you got the im- 

lication that they weren’t wanted, or that they might be trying to 
use their past associations. Those retired officers, some of them are 
now dead. They long since passed away. But everything I saw was 
a case of resentment and the good ones, the ones that you respect, 
didn’t do it. And you make an awful mistake in hiring retired offi- 
cers, believe me, if you don’t get the right ones. 

Mr. Héserr. Then you do admit that some retired officers were 

resent in the Pentagon apparently ? 

Mr. Hucerns. They would come around at times, but I don’t think 
itaffected anything. 

Mr. Héserr. I know. But the fact is the pressure was attempted 
by retired officers. 

Mr. Howtanp. No. 

Mr. Hucerns. Yes, in a minor way. 

Mr. Héperr. I don’t care whether it is minor—— 

Mr. Hucerns. All right, I get your point, sir. 

Mr. Héperr. I don’t care whether it is one, two, three, four or five. 

Mr. Harpy. Then the most effective pressure that an officer could 
apply would be that which was applied subtly, so you didn’t recognize 
itas such ¢ 

Mr. Hucerns. Applied what? 

Mr. Harpy. Subtly. 

Mr. Hucerns. If he can be that subtle, yes. Let me point this 
out——— 

Mr. Harpy. After all, a good salesman has to be pretty subtle, 
doesn’t he? 

Mr. Hucetns. Sure. Letme—— 

Mr. Harpy. I bet you, you were able to use a little bit when you 
were on your successful mission down there. 

Mr. Hucerns. I don’t think I was subtle at all. 

Mr. Courtney. Did you use the hard sell ? 

Mr. Hucerns. What? 

Mr. Courtney. Did you use the hard sell ? 

Mr. Hueerns. No, sir. All I was trying to do was to say that we 
had the capability to do a job. 

Let me add this. I don’t know whether this practice still prevails, 
but one time—and I can’t give you the exact date because I don’t re- 
member it—I was in the Pentagon with some of my associates in the 
company, and we were talking about a very broad basic concept which 
we had jelled up among us. It was primarily for NATO. I noticed 
the file had a pink tab on it. I did not know any of the officers in- 
volved. Some time later I was talking to my friend, or a friend, in 
the Air Force, and I said “I noticed a pink tab on that file that the 
fellow had. What was that for?” 

“Oh,” he said, “we put that on files on situations in which former 
Air Force personnel may be interested.” 

In other words, they were putting a warning flag on something be- 
cause they wanted the people to be aware that the fellow on the other 
side of the table had former Air Force connections. 

Mr. Courrnry. But only a mild pink, and not a red? 

Mr. Huaarns. It was enough to be seen. 
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Mr. Hésert. Now, Mr. Huggins, you also testified, in giving your 
appreciation and evaluation of the complex system of procurement, 
that no one man would havea yes or nosay. 

Mr. Hueerns. Correct. 

Mr. Héserr. I think you said that; is that correct ? 

Mr. Hueerns. Yes, sir. 

Mr. Héserr. Then you subsequently, in describing General Boyd, 
said the Air Force wouldn’t buy anything unless he said “Yes.” 

Mr. Hueerns. That was when he was testing. 

Mr. Héperr. I don’t care when it was. That is one man. 

Mr. Huceins. That is correct. 

Mr. Héserr. So, therefore, one man can say “Yes” or not. 

Mr. Hvcerns. He could say “No.” He could say “No.” 

Mr. Hésertr. But sometimes “No” is just as valuable as “Yes,” to 
the other fellow. 

Mr. Hvcerns. There is no question of that. 

Mr. Hésert. So one man can make a decision. 

Mr. Hueerns. A negative one; yes. 

Mr. Héserr. Well, it is still a decision. 

Mr. Huegerns. Sure it is. 

Mr. Héserr. So one man can do it ? 

Mr. Huaarns. Yes, sir. 


Mr. Héserr. Any further questions ? 


Mr. Hvueerns. But he can’t award a contract. 

Mr. Héserr. Oh, no. You admitted you weren’t naive. So don’ 
let’s 

Mr. Hugerns. I still say that. 

Mr. Heéserr. As a matter of fact, I want to compliment you on one 
thing. You are the first witness that has come here and admitted 
that retired people had been in the Pentagon. Everybody else, par- 
ticularly from the retired officers, they throw their hands up in holy 
horror at the mere suggestion that the man who has worn a uniform 
will dare to violate the rules or any ethics that have been inculcated 
into him through the years. We were almost chastised to the point 
of vile criticism that we even suggested the suspicion. And you 
frankly admit that it did exist. And we know it existed. It is ow 
difficulty 

Mr. Hvcerns. You can’t read the newspapers and not know it. 

Mr. Hénerr. It is our difficulty trying to put the finger in to find 
out exactly how it exists, and how it is. Because as I say, we are all 
accused and no accusers. 

Mr. Hvucerns. As I say, I feel and the rest of us feel gratified that 
this committee, instead of just looking at the statistics, is trying to 
get behind them. 

Mr. Hépert. That is exactly what we are trying to do. 

Mr. Hvucarns. That is correct. 

Mr. Hénert. Is to get all the facts out and to find out where we g0 
from here. 

Mr. Hucerns. Yes, sir. 
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Mr. Héperr. John 

Mr. Courtney. I have—— 

Mr. Gavin. May I add this? I want to pay particular compliment 
to Westinghouse Electric 

Mr. Héperr. Are they in Pittsburgh? Are they in Pennsylvania? 

Mr. Huegerns. Our people always vote for you, Mr. Gavin. 

Mr. Héserr. This is not pressure, Mr. Huggins. Merely infor- 
mation. 

Mr. Gavin. They turned in a magnificent performance over ». long 
period of years, and they have contributed greatly to the industrial 
growth and development of my State. 

Mr. Héverr. The growth of Pennsylvania. 

Mr. Gavin. And they doa good job. 

Mr. Huceins. And of the country, I would hope. 

Mr. Hépserr. Mr. Courtney, will you announce the witnesses for 
tomorrow ¢ 

Mr. Courrnry. On tomorrow, the first witness will be Representa- 
tive Minshall, followed by the Douglas Aircraft Co. and the Western 
Electric Corp. 

Mr. Chairman, before we recess, may the answers of Westinghouse 
to the questionnaire be incorporated in the record ? 

Mr. Hucerns. Please, Mr. Courtney. 

Mr. Courtney. Please. 

(The answers to the questionnaire areas follows :) 





WESTINGHOUSE ELECTRIC CorRP. 
EXHIBIT C—CONTRACT INFORMATION 


Westinghouse Electric Corp. is operated through over 40 divisions and depart- 
ments which are divided into 5 product groups. Approximately 80 percent of 
Westinghouse sales are commercial in nature. The remaining 20 percent are 
divided between Government contracts and subcontracts. The five product 
groups are: Apparatus, consumer, general industrial, atomic, and defense. 

The defense products group consists of four activities which are engaged vir- 
tually 100 percent in Government prime or subcontract work. These are the 
Aviation Gas Turbine Division, Kansas City, Mo.; the Air Arm Division; the 
Electronics Division and Ordnance Department, all in Baltimore, Md. 

The atomic products group includes two activities primarily in Government or 
defense activities: the plant apparatus department is engaged wholly in defense 
work, and the Bettis Atomic Power Division is engaged in Atomic Energy Com- 
mission and defense work. 

The general products group includes the aircraft equipment department at 
Lima, Ohio, which is engaged in aircraft electrical system work, and therefore 
has a substantial volume of defense contracting. There is additional defense 
work to some extent done in many other Westinghouse activities. However, there 
are perhaps only three major defense programs in these other activities. The 
Steam Division in South Philadelphia, Pa., produces marine propulsion equip- 
ment. The Sunnyvale Manufacturing & Repair Division at Sunnyvale, Calif., is 
engaged in the Polaris launching program. The Hillside Manufacturing & Re- 
pair plant at Hillside, N.J., is engaged in production of marginal checking data 
frames for SAGE early warning systems. 
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In addition to the foregoing activities, Westinghouse maintains Central Re- 
search Laboratories in the Pittsburgh area. These laboratories are performing 
a number of Government research contracts. 

Accordingly, and pursuant to discussions with Mr. Courtney, the following in- 
formation relates to the defense products group activities, and the other major 
defense activities which are the plant apparatus department, the defense portions 
of the Bettis Atomic Power Division, the marine propulsion work at Steam Divi- 
sion, the Polaris launching program at Sunnyvale, the marginal checking data 
work at Hillside M. & R., and the Central Research Laboratories. The data has 
been prepared as of May 31, 1959. Asa substantial portion of the Westinghouse 
defense work involves subsystems and is done under subcontract, the subcontract 
programs are included with the prime contract programs. 


Open contracts (uncompleted portion as of May 31, 1959) 


Millions 
J-34 jet engine program, spare parts, supporting equipment and services_ $39, 200 
BON EEE BS ER a ee er ee 17, 800 
Navy nuclear propulsion reactor compartment components and related 
equipment aud eorvices.._.............-... 2 oem 171, 138 
Polaris launching systems_--~------~-~-- a a i ee 
Wind tunnel compressors, instrumentation and « ‘ompone NO es cae fedipgh ts Sat oe 945 
Marine propulsion turbines, auxiliary turbines, gears, generators, and 
EE SE tec een ee ee ee ee aE, Lk ew oe Nes 32, 618 
General research programs conducted at Westin: zhouse Central Research 
(fe Ee Sy ES ee ee eee Nee 2, 040 
Shipboard electronic communications__............................... 18, 739 
I lla cn crear aslo tararsec dares to tots Ros ins iene sine ear eos 17, 310 
NS ES Ee ae a ee ER One a a So AE De 5, 780 
Ground based electronic communications__..------_--------------_-- + Byaao 
Lt" i ee sing ii te ce atari : 308 
a a a 2 a eee ee aS 2, 904 | 
Bomare ground control and accessories.._._......................... 5, 529 
cS SE Ss oe oe eae ee ee ar ee ee 54 
NE EA Oe TR EEE RT TORT 1, 928 
se ad taoin cant ep ds ena mason enigma evenness 4, 588 
Airborne electronic defense system—bombers____--------------_----_- 3, 660 
Airborne electronic armament system—fighters___._______.___-.-_______ 9, 454 
amen? COCRTRERIDODOTIRS S00” TERERNE Ek ecto eneiemeneneomnes 21, 860 
Marginal checking data frames for SAGE. .............._.......... 1, 350 
Oy ERE Re RE BG rnc ie ag RAR ae Oe 372, 964 
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EXHIBIT D—SUBCONTRACTORS 


Westinghouse subcontractors having subcontracts with uncompleted portions 
of $1 million or more, individually or cumulatively are listed below. It has not 
been feasible in the time permitted to accumulate the amount of subcontracts 
at all Westinghouse activities for this purpose. Accordingly, the list only in- 
cludes subcontractors having an individual subcontract with one of the West- 
inghouse defense activities listed in exhibit C of a gross uncompleted value of 
$1 million or more, or having subcontracts with such a single defense activity 
which cumulatively have gross uncompleted values of $1 million or more. 


(Thousands of dollars] 


———————————— a _ 




















Open sub- 
contracts 
(uncom- 
Name and address of subcontractor Article pleted por- 
tion) as of 
May 31, 
1959 
Sundstrand Aviation, 2421 11th St., Rock- | Generator drive assemblies...............-.. 2, 044 
ford, 
Woodward Governor, 5210 North 2d St., | Fuel control for jet engines.................. 1, 181 
Rockford, Ill. 
nee WwW heeler, 666 5th Ave., New York, | Nuclear reactor vessels, closure heads, steam 4, 797 
generators, pressurizers and spare parts. 
Baboock & Wilcox, 161 East 42d St., New | Nuclear piping, reactor vessels, closure 9, 087 
York, N.Y. heads, steam generators and spare parts. 
Combustion Engineering Corp., Box 1449, | Nuclear reactor vessels, steam generators, 4, 893 
Church Street Station, New York, N.Y. pressurizers and closure heads. 
General Ny lectric Co., 1 River Rd., Schenec- | Nuclear reactor plants, control panels, pres- 8, 558 
tady, N.Y. surizer heaters, steam generators, level 
controls, main coolant pump and volutes. 
Crane ame 4100 South Kedzie Ave., Chi- | Valves for nuclear reactor pumps.-........-. 2, 338 
cago, 
Alco Products, Inc., Dunkirk, N.Y¥_...---_- Pressurizers and heat exchangers for nuclear 1,811 
reactors. 
Thompson Products Co., 23555 Euclid Ave., | Control rod drive mechanism and fuel 2, 918 
Cleveland, Ohio. parts—reactor. 
United Shoe, Beverly, Mass................- Control rods, drive mechanism and hous- 2, 393 
ing—nuclear reactor. 
Atwood and Morrill, Salem, Mass_.....-.._- Valves—nuclear reactor..................-.. 1,210 
Borg Warner, Decatur, Ill................... Control rod drive mechanism—nuclear re- 1, 413 
actor. 
Vickers, 1815 Locust St., St. Louis, Mo_....- Instrumentation—nuclear reactor... -.....--- 1, 325 
Standard pressed steel, Jenkinstown, Pa.....| Mechanism housing and fuel parts—nuclear 1, 128 
reactor. 
Vard, Inc., Pasadena, Calif.................. | Control rod drive mechanisms—nuclear re- 1, 434 
actor. 
Bendix Aviation Corp., Bendix Drive, South | Navy nuclear reactor compartment compo- 1, 861 
Bend, Ind. nents. 
Cleveland Pneumatic Tool Co., Cleveland, | Shock mount systems, liquid springs, ete.— 1, 737 
Ohio. | Polaris launcher. 





Mr. Héserr. All right, thank you, gentlemen, very much. 


The committee stands adjourned until tomorrow morning at 10 
o'clock. 


(Whereupon, at 12:25 p.m., the subcommittee adjourned.) 
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EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
PERSONNEL BY DEFENSE INDUSTRIES 


WEDNESDAY, AUGUST 12, 1959 


Houser or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 
The subcommittee met at 10 a.m., Hon. F. Edward Hébert (chair- 
man of the subcommittee) presiding. 
Mr. Heserr. The committee will be in order. 
Members of the committee, we have this morning our colleague, Mr. 
Minshall, of Ohio. 
Mr. Minshall, will you take the chair, please. 
| Mr. Courtney. Mr, Chairman, Mr. Minshall has a prepared state- 
ment. 
Mr. Heéserr. You may proceed. 


| TESTIMONY OF HON. WILLIAM E. MINSHALL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OHIO 


Mr. Minsuauyi. Mr. Chairman, I appreciate the opportunity of ap- 
| pearing before you this morning. 
_ At the outset I would like to say that my statement is very brief, 
} and, with your permission, I would like to go ahead and read it. 

Mr. Hézerr. You may proceed without interruption. 

Mr. Minsuauy. Thank you, Mr, Chairman. 

Mr. Chairman, my purpose in appearing before you today is simply 
to set the record straight. I have no ax to grind for any branch of 
the armed services. My one interest has been, is, and will continue 
to be to give the American people the best possible defense for their 

tax dollars, based on evaluation of testimony given by top-ranking 
experts of the Department of Defense during months of secret hear- 
ings before the House Appropriations Defense Department Subcom- 
mittee. 

On last Thursday, August 6, Mr. Harold Mansfield, public rela- 
tions director of Boeing aircraft, contractors for the Bomare missile, 
appeared before your subcommittee. 

Following his testimony, Mr. Mansfield was widely quoted by 
United Press International as having said that I had made a public 
statement that a Bomare defense setup would cost 1,000 times as much 
as Nike. This was a misquote of Mr. Mansfield’s testimony, and I am 
told he called the error to the attention of UPI. A correction, which 
I have not seen, is said to have been sent out on the wire as a follow- 
up to this story. 
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The phrase Mr. Mansfield actually quoted to this distinguished com- 
mittee is indeed mine. I described Bomarc as a billion-dollar boon- 
doggle, both in a fact sheet which I sent to every Member of the 
House the day the defense appropriation bill came to the floor and in 
remarks I made during debate in the House. 

I still maintain that Bomarce is a billion-dollar boondoggle. 

Mr. Mansfield’s attack is not on me individually. His attack is on 
the integrity of the entire Appropriations Committee, which held 
many months of top-secret hearings on our entire missile program, 
Asa result of these hearings, we members of the committee made sub- 
stantial cuts in the Bomare appropriation request. By the time the 
defense appropriation bill reached the Senate, the administration 
had taken a new look at Bomare and was willing to get along witha 
substantial amount less than originally requested. 

I quote from pages 15 and 16 of the committee report, which was 
filed iby our distinguished chairman, Congressman Mahon, on May 
28, 1959: 


The Bomare air defense missile system has been under development for 
many years. The first missile was test fired in 1952 and still none are in opera- 
tional units * * *. The official position of the Department of Defense is that we 
need both the Nike-Hercules and the Bomare missiles. This conclusion may be 
correct, but the entire issue is clouded by the claims and counterclaims of repre 
sentatives of the individual services. Billions of taxpayers’ dollars are involved 
in this controversy. It is believed that a final decision in this area can only be 
made after a careful military analysis. Admittedly the issues involved are 
extremely complex and difficult to resolve. An immediate reexamination of the 
whole problem at the highest level is urgently required. 

The committee in a further effort to focus attention upon the necessity for an 
early decision on the air defense missile controversy has made a sharp reduce 
tion in funds requested for the Bomarc missile system. The budget request 
for the Bomarc missile for production, development, test, and evaluation totaled 
$447,300,000. Of this amount, $84,600,000 is for test and evaluation. The com- 
mittee has reduced funds for production by $162,700,000. This is not claimed 
as a long-range saving. The committee would be willing to appropriate the 
full budget request and more if it had full confidence in the proposed Bomare 
missile—if it had the assurance that the system would actually work. The 
contractor for this missile has already received over a period of years commit- 
ments in excess of $1,100 million. Before further commitments and expendi- 
tures pile up, a new hard look should be given to the proposed Bomare and 
the whole air defense problem. 


In concluding, Mr. Chairman, I would like to include for the ree- 
ord my remarks on the floor of the House during debate of the defense 


appropriation bill on June 3, 1959, Congressional Record, June 3, 


1959. pages 8745, 8744, 8745. 
(The matter referred to is as follows :) 


Mr. Forp. Mr. Chairman, I yield 20 minutes to the gentleman from Ohio 
[Mr. Minshall]. 

Mr. MINsHALL. Mr. Chairman, at the appropriate time, as my distinguished 
friend from Pennsylvania has already indicated to you, I am going to offer an 
amendment to this Defense Departnient appropriation bill to strike from the 
bill the procurement funds in an amount of $200 million for Bomarc. 

At the very outset, though, I would be remiss if I did not today say what au 
honor and what a wonderful education it has been to serve on the Defense Sub 
mittee of this great Committee on Appropriations. I can truthfully say that 
there is no committee of this House or subcommittee of this House that works 
harder and longer hours than does this subcommittee. I know that from my 
own personal experience. 

I ean say also that I know of no subcommittee that has considered legisla- 
tion on a more bipartisan, nonpartisan if you wish, basis than has this dis 
tinguished subcommittee. We might have argued and pulled at one another’ 








The p 
an im 
ance, 
The 
ment 
My ar 
Depar 
but tk 
tive is 
The 
“Th 
more 
suran 
has al 
lion. 
should 
The 
Nike-I 
fendec 
ceptor 
buy th 
my pr 
The 
The 
tests « 
testing 





om- 
0N- 


the 


d in 


S on 
held 
“am, 
sub- 
the 
tion 
tha 


was 


May 


for 
pera- 
it We 
Ly be 
epre- 


)Ived | 


ly be 
| are 
f the 


or an 
duc 
juest 


taled | 
com: | 


imed 
> the 
mare 

The 
nmit- 
endi- 
and 


ense 


1e 3, 


Ohio 


ished 
pr an 
a the 


at all 
Sub 
that 
vorks 
n my 


gisla- 
; dis 
her's 





RETIRED PERSONNEL IN DEFENSE INDUSTRY 717 


hair, as the distinguished gentleman from Pennsylvania said, on certain facets of 
this bill and I agree in the main with the basics of this bill, but when the 
chips were down the vote was on a bipartisan basis. 

Yes, I offered my amendment in the subcommittee and it lost by a very close 
vote of 11 to 8. 

I also would be remiss, Mr. Chairman, if I did not say what a distinguished 
chairman, a most preeminently fair chairman, we have heading our committee 
in the gentleman from Texas, Mr. Mahon. He has conducted the hearings with 
fairness, with complete candor, and I can say he is one of the finest gentlemen 
it has ever been my privilege to know. 

Of course, I can say equally the same thing and equally as much for the dis- 
tinguished ranking minority member of this committee, my good friend, the 
gentleman from Michigan, Mr. Ford. As you all know he is one of the most 
able and well-liked Members of Congress. He has been very helpful to me. 
When I spoke to him about offering my amendment, he said, “Bill, you go 
ahead and do what in your good judgment you think is right.” As to the 
amendment which I will offer later, I have these brief remarks to make. 

Let us look at the record—in the defense of the continental United States— 
against a manned aircraft attack. 

At the outset I want to emphasize that I have no ax to grind for any of 
the armed services—nor do I want to become involved in an interservice fight. 
But the facts must be pointed out. 

Defense authorities feel we do need protection against manned aircraft today— 
and I agree. What do we have in the way of missiles fired from the ground 
against enemy aircraft? Aside from the Navy Talos and several other missiles 
with a capacity against low-flying aircraft, the Army has developed two Nike 
air defense missiles—the Ajax and the Hercules. The Ajax now is opera- 
tional at approximately 200 batteries. It is no longer being produced, having 
been superseded by the Nike-Hercules, a much improved air defense weapon 
with a range of approximately 80 miles and an atomic warhead. The Nike- 
Hercules now is operational at some 50 batteries. 

The Air Force has initiated another antiaircraft missile system, a ground- 
to-air weapon—the Bomare. The Bomare program was started in 1951. It 
now is 4 years behind schedule. It was not until a little over a year ago that 
it finally successfully shot down a slow, 300-mile-an-hour World War II B-17 
drone. The Bomare A has had its only success against subsonic targets. Its 
only firing at a supersonic target was completely unsuccessful. In range even 
the Bomare A has not approached its 200-mile objective. 

After 9 long years, there is not yet an operational Bomarc site with the 
Bomare A, the first missile in the system. Some Bomarc A missiles now are 
on order. With delivery of these, the Bomare A program will be concluded. 
The present dispute involves only the Bomarec B. On paper, the Bomarc B is 
an improvement on the A, having a different propulsion system, different guid- 
ance, and a designed, hoped for on drawing board range of 400 miles. 

The funds of which I am speaking today include $200 million for procure- 
ment for the Bomare B program and $84.6 million for testing and evaluation. 
My amendment takes nothing from Bomare A which is completely funded. The 
Department of Defense sought an additional $162.7 million for procurement, 
but this amount was eliminated by the Appropriations Committee. My objec- 
tive is to eliminate the remaining $200 million for procurement for fiscal 1960. 

The committee report on page 16 on the defense appropriation says: 

“The committee would be willing to appropriate the full budget estimate and 
more if it had full confidence in the proposed Bomare missile—if it had the as- 
surance that the system would actually work. The contractor for the missile 
has already received over a period of years commitments in excess of $1.1 bil- 
lion. Before further commitments and expenditures pile up, a hard, new look 
should be given to the proposed Bomare and the whole air-defense problem.” 

The Defense Department concept of air defense in depth has obvious merit. 
Nike-Hercules would cover the distance of 80 miles from the area being de- 
fended. On paper, Bomarc-B would reach out to 400 miles. Manned inter- 
ceptors would cover ranges beyond this. If we could spend money today and 
buy this concept, I would be 100 percent in favor of it, and would not be offering 
my proposed amendment. 

The fact is, of course, that no funds voted today would do any such thing. 

The Air Force wants to produce the Bomare-B based on highly inconclusive 
tests of the Bomare-A. The Air Force doesn’t even have a B ready for full 
testing. The Air Force claim that the manufacturer’s first test flight a few days 
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ago was highly successful is a gross exaggeration. If the B fails to meet its 
programed requirements to the same extent as the A, we shall have spent bil- 
lions without improving to the slightest degree our national defense against 
manned aircraft. 

Even if the Bomarc-B does live up to its programed requirements, it will be 
of little value by the time it becomes available in an acceptable operational 
role. 

The Air Force’s own date for the first operational Bomarc-B is early 1961, 
Even if the program continues on schedule, the missile will operate with mini- 
mum capacity until 1964. 

Who in this House believes that the Soviet threat in 1964 or later will be 
primarily a threat of manned aircraft? The long-range ballistic missile is not 
a threat today, but it will have become one by the time the first Bomarc B is 
operational in 1961 and certainly will be the major danger long before 1964 and 
certainly thereafter. 

We thus are being asked to vote $200 million additional now in order to have 
a weapon which will be outmoded and obsolete by the time it joins the U.S. 
defense arsenal. 

Mr. FrLoop. Mr. Chairman, will the gentleman yield on the one point? 

Mr. MINSHALL. I am glad to yield. 

Mr. FLoop. I think the gentleman is aware with reference to Bomare that if 
and when Bomarc-B is operational—about a 2- to 3-year period—on or about the 
same date, the Russian Air Force will have operational, most probably, since 
we will, its Hounddog air-to-ground missile: which means that the Russians 
will be firing an air-to-ground missile from Russian airplanes 500 miles away 
from the target, and the extreme range of the Bomarc is 400 miles. So on the 
day Bomarc is operational it will be 100 miles short of its target at maximum 
range. 

Mr. MINSHALL. I am glad the gentleman brought out that point. I shall go 
into it later. But I should like to interject at this time, that Bomarc, even if 
air-to-ground missile were within range, does not have the capability of hitting 
a Hounddog-type missile. 

These millions of dollars in the 1960 budget constitute only a fraction of 
Bomare cost. The Bomare program, by the Air Force’s own estimate, already 
has cost approximately $2 billion. It is expected to cost between $3 and $4 
billion more by 1962. This does not include the SAGE control system on which 
Bomarc-B is completely dependent. SAGE will have involved a cumulative 
expenditure of another $714 billion. 

I cannot understand the validity of committing ourselves to additional bil- 
lions of dollars or an additional $200 million for a weapons system which will 
not be available in quantity until its usefulness has passed. 

Let me emphasize that Bomarc is not a missile which will knock down enemy 
ballistic missiles. This is not its purpose. Nor is it a defense against air-to- 
ground missiles which may be launched by enemy bombers against our surface 
targets. It would only have a capability against air-breathing, ground-to-ground 
missiles or manned aircraft. The Russian emphasis is on ICBM’s against which 
the Bomarc is useless. 

Never have the Congress and the public been subjected to a more professional 
sales and promotion campaign than has been characterized by this billion dollar 
boondoggle. 

These high-pressure salesmen in and out of uniform have parlayed an un- 
proven—and as yet unavailable—weapon into a $2 billion operation. They have 
every intention of doubling that figure if we in Congress do not call a halt. 

Proponents have taken the Bomare A—a miserably unsuccessful weapon—and 
increased its range and accuracy with a series of supercharged promises and 
veiled half truths. A classic example of this is the full-page advertisement on 
the Bomare which appeared recently in publications throughout the country. To 
the uninformed, the impression is very definitely left that the Bomare is on 
site—ready to fire to defend our homes. The truth of the matter is that after 
spending $2 billion on the program, we do not have one single Bomare unit 
deployed in the defense of this country. After spending $2 billion and 9 years— 
we do not have 1 cent worth of protection out of the Bomare system. In fact, 
the Air Force won’t even have a Bomare A unit operational until this fall. 

My conviction is that we should “wash out” the program completely. Since 
we have spent so much money on it already, perhaps it is discretionary to provide 
some funds for further testing and evaluation. So far as I am concerned, this 


| 


| 





prog! 
colle: 
enou; 
testil 
Id 
Depa 
parec 
be Ni 
long 
askec 
longe 
Mr 
Mr 
Mr 
offere 
amen 
from 
evalu 
Mr. 
Mr. 
$200 | 
never 
Mr. 
with |] 
The 
attacl 
weap 
Thi 
billion 
comp! 
ballis 
even 
comin 
Mr. 
Bor 
The 


reach 
Bon 
pulsio 
Boma 
Dur 
Boma 
And 
receiy 
be obs 
It v 
Even 
on mi 
the th 
Mr. 
Mr. 
Mr. 
Ohio ¢ 
gentle 
he has 
All of 
in Con 
Mr. 
The 


Mr 
today 
Mr 





its 
vil- 
ist 


ial 


61. 
ni- 


10t 
is 
nd 


ive 


the 
ce 
ins 
the 
um 


) a 
ing 


of 
dy 


ich 
ive 


bil- 
vill 


my 
-to- 
ace 
ind 
ich 


nal 
lar 


un- 
ave 


ind 
ind 
on 


on 
ter 
init 


act, 
nce 


ide 
‘his 


RETIRED PERSONNEL IN DEFENSE INDUSTRY 719 


prograin promises nothing except more promises. In deference to those of my 
colleagues who do not share my conviction, however, I am willing to give Bomare 
enough rope with which to hang itself. This rope is in the $84.6 million for 
testing and evaluation provided by our committee in the bill now before you. 

I do not pretend to be a military expert who is wise enough to tell the Defense 
Department what mixture of air defense weapons is desirable. I am quite pre- 
pared to agree with those who are authorities that our best defense system would 
be Nike-Hercules, Bomarec, present manned Century series interceptors and such 
long range, to be acquired interceptors as the F-108. But the program we are 
asked to vote for today would not give us that mixture until the threat is no 
longer from manned aircraft. 

Mr. ANpREws. Mr. Chairman, will the gentleman yield? 

Mr. MINSHALL. I yield. 

Mr. ANpREws. I want to say that 1 expect to support the amendment to be 
offered by the gentleman from Ohio. As I understand it, if the gentleman’s 
amendment prevails, $200 million for the procurement of Bomare will be stricken 
from the bill, but there will remain in the bill $84.5 million for testing and 
evaluating the Bomarc program; is that correct? 

Mr. MINSHALL. That is correct. 

Mr. ANDREWS. I certainly think we should stop, look, and listen before spending 
$200 million for the procurement of a missile that has never been produced, and 
never been fired, with no record of any kind but the miserable record of failure. 

Mr. MINSHALL, I thank the gentleman for his remarks and I certainly agree 
with him. 

The argument has been made that the Russians will follow a ballistic missile 
attack with an attack of manned bombers, using their own mix of attacking 
weapons. It is claimed Bomarce would thus be useful even in 1963. 

This does not seem feasible to me. Bomarec-B will be dependent upon a $7 
billion SAGE system—semiautomatic ground environment. These electronic 
computer control centers are not scheduled to be hardened against attack by 
ballistic missile. So that the initial ballistic missile attack would deprive us 
even of the capability of using Bomarc in those later years against aircraft 
coming in after the first waves of ballistic missiles. 

Mr. Chairman, to summarize: 

Bomarce is a $2 billion failure. 

The Bomare program, launched in 1952, has cost nearly $2 billion, yet has 
not produced a single operational missile on site. 

Tests of Bomarc-A repeatedly revealed its unreliability against subsonic targets. 
In its one effort against a supersonic target, it failed miserably. It never 
reached its 200-mile-range objective. 

Bomarc-B was evolved from Bomarc-A. On paper it shows changes in pro- 
pulsion and guidance systems and an increase in hoped-for range capability. Like 
Bomare-A, Bomarec-B is useless against ICBM’s. 

During the next 3 years, it will cost $38 to $4 billion more to develop the 
Bomare system. 

And today after spending 9 years and nearly $2 billion, we still are not 
receiving 1 cent worth of protection from the Bomare system. Bomarec will 
be obsolescent before it is operational. 

It will be at the very least 2 years before Bomarc-B may become available. 
Even if the program is on schedule, it is expected that the missile would operate 
on minimum capacity until 1964. Our best estimates show that as early as 1961 
the threat will be the ICBM. Bomarc is useless against such missiles. 

Mr. Brown of Ohio. Mr. Chairman, will the gentleman yield? 

Mr. MINSHALL. I yield. 

Mr. Brown of Ohio. I want to take this opportunity as a member of the 
Ohio delegation in the Congress and the House to compliment my colleague, the 
gentleman from Ohio, Mr. Minshall, for the hard work and the excellent study 
he has given to his assignment as a member of this very important subcommittee. 
All of us in the Ohio delegation are very proud of the record he has made here 
in Congress of the United States. 

Mr. MINSHALL. I thank the gentleman. 

The CHAIRMAN. The time of the gentleman from Ohio has expired. 


Mr. Minsuauy. Thank you for the privilege of appearing here 
today. 


Mr. Hepserr. Thank you very much, Mr. Minshall. 








720 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


I assume from your statement, particularly in the opening para- 
graph, you feel, as a member of the Appropriations Committee, that 


the Appropriations Committee would confine itself to the testimony | 


of the experts on military matters and not from outside pressures? 

Mr. Minsuati. That is correct, sir. 

Mr. Héserr. And fights among contractors ? 

Mr. MinsiAtu. That is correct. 

Mr. Héeverr. Have you as a member of the Appropriations Com- 
mittee been subjected to any such pressures ? 

Mr. Mrinsnatu. No, sir; [ have not. 

Mr. Héserr. Not as an individual ? 

Mr. MinsuHauu. Not as an individual. 

Mr. Hénerr. Do you know if the committee has been subjected to 
any such pressures ? 

Mr. Minsuatt. The only thing I know, Mr. Chairman, is what 
neporte I have read in the newspapers. I have heard of such reports, 

fr. Hépert. Mr. Hess? 

Mr. Hess. No questions. 

Mr. Héserr. Thank you very much, Mr. Minshall. 

Mr. Mrinsuaty. Thank you very much. 

Mr. Héserr. We appreciate your appearance. 

Mr. Courtney. 

Mr. Courtney. The Douglas Aircraft Corp., Mr. Chairman. Mr, 
Douglas is here, and Mr. Dundas. 

Mr. Kuun. And Mr. Maginniss. 

Mr. Courtney. Yes,and Mr. Maginniss. 

Would you take the chair in the witness seat, Mr. Douglas? 

Now will Mr. Dundas speak and Mr. Maginniss ¢ 

Mr. Doveuas. Yes, sir. 

Mr. Courrney. If you, gentlemen, then, will just identify your- 
selves before you take the oath, why, the reporter will have it. In the 
center ? 


TESTIMONY OF DONALD DOUGLAS, JR., PRESIDENT, JOHN DUNDAS, 
EXECUTIVE VICE PRESIDENT, AND HOWARD MAGINNISS, ASSIST- 
ANT TO VICE PRESIDENT, DOUGLAS AIRCRAFT CORP. 


af Mr. Dovetas. Donald Douglas, Jr., president, Douglas Aircraft 
orp. 

Mr. Dunpas. John Dundas—D-u-n-d-a-s—executive vice president, 
Douglas Aircraft. 

Mr. Macrnniss. Howard Maginniss, assistant to vice president for 
public relations. 

Mr. Hésertr. Will you gentlemen take the oath, please. 

You and each of you do solemnly swear that the testimony you will 
give before the subcommittee in the matters now under consideration 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Dovatas. I do. 

Mr. Maaryniss. I do. 

Mr. Dunpas. I do. 

Mr. Héserr. You may be seated, sir. 

Mr. Courrney. Mr. Douglas, you have a prepared statement ? 
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Mr. Dovetas. Yes, sir. May I go ahead and read it, sir? 

Mr. Courtney. Yes. 

Mr. Chairman, we would ask that Mr. Douglas be permitted to 
read his prepared statement, which is responsive to some of the areas 
of interest of the subcommittee, under the usual practice, without 
interruption. 

Will you proceed, Mr. Douglas. 

Mr. Hépzerr. Will you proceed, Mr. Douglas. 

Mr. Dovenas. Thank you, sir. 

Mr. Chairman and members of the committee, we are responding to 
the committee’s invitation to appear in connection with your study 
of the employment of retired military and civilian personnel by de- 
fense industries. By throwing the light of inquiry on this matter the 
committee should accomplish much good. Setting forth the facts 
should alleviate popular concern and enable us all to proceed more 
effectively on the esic job of insuring the national security. 

For almost 40 years the Douglas Aircraft Corp, has worked in 
close cooperation with the Armed Forces of the United States. In 

acetime, in two wars, and in these latter years of cold war, we have 

uilt a record of achievement of which we are proud. 

Inevitably, over this span, we have come to know intimately the 
workings of our Armed Forces and the men who wear the uniforms of 
the Army, Navy, Air Force, Marines, and Coast Guard. We have 
worked shoulder to shoulder with them in schools and laboratories, 
in battle areas and on ships at sea, at missile launching sites and in 
Pentagon offices. We have negotiated with them, debated technical 
points with them, suffered disappointments with them, and exulted 
with them in some of the great technological and military achieve- 
ments of our time. 

From this experience we have developed a deep-seated respect for 
the professional military men of this country, and for the dedicated 
civilians in our Military Establishment who work alongside them. 

We find nothing in our experience to suggest that these men are cor- 
ruptible while in service, or likely to shed their honor when they take 
off their uniforms. 

These are the general observations that occur to us in connection 
with the subject of this inquiry. More specifically, we invite the 
committee’s attention to these additional comments: 

First, it seems clear to us that former officers and civilian officials 
of our Military Establishment have developed knowledge and special 
skills that in many cases may fruitfully be applied to the task of 
national defense. To deny our defense effort any access to this reser- 
voir of experience seems to us ill advised in the extreme. 

Second, to single out a particular group for prejudicial action 
would, in our view, be contrary to the best traditions, not to say the 
best interests, of this country. In this particular case the impact on 
the quality of our Armed Forces would be both instantaneous and 
lasting. The morale of those already in service would be seriously 
affected. Young men contemplating a military career would hesitate 
to embark on such a course, knowing in advance that they could never 
employ profitably the knowledge accumulated in many years of 
service. 
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Thirdly, however, we recognize the propriety of having laws and 
regulations concerning the subject under inquiry. Our impression is 
that existing statutes are generally adequate, though we agree with the 


frequently offered suggestion that they be made uniform as respects | 


the various service arms. 

So far as the Douglas Aircraft company’s employment policy is con- 
cerned, this may be simply stated—we endeavor to employ for every 
position the most highly qualified person we can find. An applicant’s 
previous service in Government is neither a barrier, nor a special in- 
ducement, to our consideration of him. We make our selections on 
the basis of individual merit. 

Mr. Chairman, I believe this brief statement suffices to outline the 
Douglas company’s attitude on long-standing policy on the question 
at hand. My associates and I will now do our best to be responsive to 
any questions you have. 

Mr. Héserr. Mr. Courtney. 

Mr. Courtney. Mr. Chairman, while we are on this subject, we will 
report for the record at this point the analysis to answers to ques- 
tionnaires that were addressed to retired military personnel of the 
Douglas company. 

As reported as of this time, there is one lieutenant general, two 
brigadier generals, six colonels, four lieutenant colonels, and six ma- 
jors. One admiral, four captains, seven commanders, six lieutenant | 
commanders. Or a total of 37. 

In the analysis of the answers given, 9 appear to be in administra: | 
tive duties, 17 technical employment, and 10 in a class which we have | 
derived here called miscellaneous, but it is not identified with sales. | 

Of these, 22 are voluntarily retired, 15 involuntarily retired, and 6 
were retired for disability. 

The average individual pay appears to be $830 a month in this class, 
and the most frequently recurring pay is $600 per month. 

Does that correspond with your 

Mr. Dunpas. In general, Mr. Courtney, that does correspond. We 
have a few variations, in that my average shows about $827 for the 
total group. But it is very close. 

Mr. Courtney. Very close. 

Mr. Dunpas. Very close. 

Mr. Courtney. At least it is representative of the general and rela- 
tive position ? 

Mr. Dunpas. It is, sir. 

Mr. Courrney. Of these individuals in the employment of the 
company ¢ 

Mr. Dunpas. Yes, sir. 

Mr. Courtney. Now we will pass from that, Mr. Chairman, for the 
moment. 

On the 6th of August, the director of public relations of the Boeing 
Airplane Co., in sworn testimony before this committee—subcommit- 
tee—in explaining the reason for running some advertisements, which 
have been commented upon by the committee, stated in effect that the 
advertisements were required to correct misinformation which he felt 
was being submitted to the Congress and being circulated erroneously. 

The word “misinformation” is his word. 











pla 


sup 
M 
M 
M 
que: 
M 
M 
M 
N 
But 
M 
M 
M 
M 
of e 
M 
M 
M 
cific 
M 
you. 
some 
inM 
M 
adve 
infor 
Or 
but ¢ 
mitte 
Th 


supp 
majo 
on 0¢ 
ing i 
to ap 
them 
meet: 








ind 

Lis | 
the | 
cts | 


on- 
ery 
nt’s 

in- 
, on 


the 
blon 
e to 


will 
ues- 
the 


two 
ma- 
nant 


stra: | 
1ave | 
Li ae 
nd 6 
lass, 





We 
> the 





rela- 


* the 


r the 


reing 
umit- 
vhich 
it. the 
e felt 
yusly. 


RETIRED PERSONNEL IN DEFENSE INDUSTRY 723 


Among other things, in the course of that testimony, there was dis- 
played an advertisement of the Douglas Aircraft Co. dealing with 
some phase of the Nike-Hercules program. 

Now, Mr. Douglas, there are implications in the use of the word “in- 
formation,” and we would like your comment on the testimony. 

Mr. Dovatas. Specifically 

Mr. Hévertr. May I ask there, Mr. Courtney ? 

Mr. Douglas, have you had an opportunity to read the transcript of 
testimony to which Mr. Courtney has referred ? 

Mr. Dovua.as. Yes, sir; I have. 

Mr. Héserr. I just want to lay the foundation, that you are thor- 
oughly familiar with the testimony of Mr. Mansfield, and you are able 
to comment, and from what you have read also, of the testimony that 
Mr. Courtney referred to? 

Mr. Dovatas. Yes, sir. I don’t happen to have a copy of it. 

Mr. Heéserr. No. I mean you are thoroughly familiar with the 
supporting background statement, of the testimony he made ? 

Mr. Dovatas. Yes, sir. 

Mr. Héperr. So you are in position to answer adequately ? 

Mr. Dovetas. I think so. I am a little confused as to the exact 
question. Do you want me to comment—— 

Mr. Courtney. The question 

Mr. Hépert. Excuse me, John. 

Mr. Courtney. Yes. 

Mr. Heéserr. In other words, respond to Mr. Courtney’s question. 
But I just wanted to know if you have read the entire transcript ? 

Mr. Dovue.as. Yes, sir. 

Mr. Héperr. So you are familiar with the whole background? 

Mr. Dove.as. Yes, sir. 

Mr. Heéperr. So there is no danger of any questions being asked out 
of context, to which you might be unable to reply properly ? 

Mr. Dovexas. Yes, sir. 1 am quite familiar with the testimony. 

Mr. Heéserr. All right. 

Mr. Doveras. But I am a little confused as to Mr. Courtney’s spe- 
cific question. 

Mr. Courtney. Well, suppose I withdraw the question and just have 
you comment on the allegation of misinformation being circulated by 
some of the companies in competition with the Boeing Airplane Co. 
in May of 1959. 

Mr. Dovetas. Well, Mr. Courtney, I have gone through all of our 
advertisements on the Nike series and I can only say that I see no mis- 
information in any of the advertisements. 

Our advertisements have never been on the basis of competitive, 
but on an institutional basis. And I would like to request the com- 
mittee—may I make a statement of why and how we advertise? 

The Douglas Aircraft Co. has for many years followed a policy of 
supporting its products with institutional advertising. By far the 
majority of this advertising appears in national magazines, although 
on occasion we use newspapers. We also place considerable advertis- 
ing in the trade journals of our industry and we are often responsive 
to appeals from worthwhile technical organizations that we support 
them by advertising in their publications or in the programs of their 
meetings. 
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We advertise both our military and nonmilitary products, the pre- 
ponderance of our effort being on behalf of the “DC” commercial air- 
liners we produce. It may be asked, why do we advertise our military 
products. There are several answers. 

A major objective of all our advertising is to attract to our engi- 
neering departments, our laboratories, our assembly lines, and our field 
stations the most competent people available. Straightforward re- 
cruiting advertising is, of course, a principal tool, but the overall 
image of our company as conveyed by institutional advertising con- 
tributes importantly to this end. In the light of the scarcity of well- 
trained technical personnel, it seems imperative to us that we build 
and retain confidence in our company to attract such people. We have 
found, furthermore, that advertising serves to express our employees’ 
pride in the contribution they are making to national defense, and 
thereby helps to build their morale. When we succeed in this, and 
minimize turnover in our technical employment, we are saving money 
not only for the company but for the Government as well. 

Another vital service performed by advertising is that of inform- 
ing potential investors and leaders in the financial world. It is im- 
portant that we create and maintain a demand for the securities and 
other obligations of the company. And it is no secret that, in order 
to finance both commercial and Government business, companies like 


ours have found it necessary to engage in some rather large-scale | 


financing. Advertising that reports on the company’s experience, 
accomplishments, and capabilities helps make such financing possible. 

We have a very real interest in the people who actually use our 
products—the uniformed personnel of the Armed Forces who operate 
Douglas aircraft and missiles. We share the services’ concern that 
they enlist men of the highest competence to man our modern weap- 
ons, and we have frequently employed our advertising program as a 
means to help them. We believe, moreover, that men in uniform 
take pride in their assignments, and our advertising is intended to 
express this feeling for them. 

We consider advertising as an educational function. For exam- 
ple, our current advertising program develops the story of how men 
and weapons, working together, accomplish a necessary mission. For 
the general public, as well as the man in uniform, such advertising 
helps generate understanding of our defense program, of the progress 
being made by our industry-military partnership, and of this coun- 
try’s determination to preserve its free way of life. The many com- 
ments we receive on our advertising, and the results of surveys con- 
ducted by our advertising agency, leaves us in no doubt about this. 

We consider our military advertising a part of our partnership 
with Uncle Sam’s Armed Forces. It is our habit, once a year, to 

resent to the various services an outline of what we intend to do 
in the way of advertising the products we supply them. We solicit 
their suggestions and have always found the resultant exchange of 
ideas most helpful. 

I would be glad to—my answer, then, in addition to this is that we 
never enter an advertising program on the basis of a hard sell or 
that we are going to knock a competitor’s weapon. 

Mr. Courtney. What comment have you to make upon the char, 
which you read in the testimony, and which certainly involved the 
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Douglas Aircraft Co., as a competing concern, that misinformation 
was being circulated by competitors? This was made by Mr. Mans- 
field. ; 

Mr. Doveras. My answer, sir, is to go to the testimony. He didn’t 
seem to be able to, in cross-examination, if you call it that, on the testi- 
mony, to come up with this. I don’t know what he is talking about, 
frankly. 

Mr. Courtney. Well, at least would you go this far? Would you 
say that the Douglas Aircraft Co., either as a prime contractor or sub- 
contractor, was competitive in the Bomare controversy, in the selec- 
tion of Bomare ? 

Mr. Doveras. Mr. Courtney, it is my feeling on the Nike-Bomare 
that there is need—it is my understanding. I am not completely 
technically qualified on the Bomare. But it is my feeling and under- 
standing that both systems are needed, and that we have never attacked 
the Bomarc on the basis there should be no Bomarcs. 

The Congress has spent considerable time studying this. The De- 
fense Department has spent considerable time studying it. The 
Furnas committee has spent considerable time studying it. It is my 
understanding that all of those groups made recommendations that 
there was need for a mix of both systems, and this is the Douglas Co.’s 
position. 

Mr. Courtney. Well, then, is Nike—Nike-Hercules, or whatever the 
reference was, as it was contained in the testimony which you have 
read—is that competitive with Bomare ? 

Mr. Douetas. Not in my opinion. 

Mr. Courtney. Now, how do you answer the suggestion that mis- 
information in these circumstances was being circulated ¢ 

Mr. Dovetas. I just have no understanding of what the man was 
driving at, because I don’t know of misinformation. With all of the 
study groups that have studied it carefully, and how carefully the 
Congress and the Appropriations Committee and the Armed Services 
Committee have studied, I just can’t answer why he testified that way. 

Mr. Courrnry. Has your company engaged in any selling campaign 
for the Nike? 

Mr. Dovetas. Well, our company engages at all times, of course— 
keeping cognizant people up to date and conversant with how the 
progress of the program is going. 

I, myself, and many others of us, have made briefings to various 
committees, and to the DOD and to the Army, keeping them abreast 
of the program. But, as I say, we think our weapon should stand the 
review by the technically competent people. And we stand on the 
fact that we can answer the questions properly technically. And I 
think we don’t go out on any campaign to hard sell, let’s say, against a 
we ag weapon. 

Mr. Hesert. Mr. Douglas—may I interrupt, John ? 

Mr. Douglas, you said you presented yourself to four committees. 
Are you including committees of Congress ? 

Mr. Doveuas. Yes, sir; we are regularly visited by committees of 
Congress, sir. 

Mr. Heéserr. No, I mean in the area of the Appropriations Com- 
mittee, to have a special presentation for a special weapon to the 
Appropriations Committees ? 
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Mr. Dovetas. No, sir. 

Mr. Hésert. Have you ever sought such an arrangement.’ 

Mr. Dovetas. No, sir. 

Mr. Héserr. All right, Mr. Courtney. 

Mr. Covurrney. Do you know of any pressure that was applied by 
the Douglas Co., or any of its representatives, to increase or main- 
tain, even, the scope of the Nike program as it existed prior to May 
19: 59 2 

Mr. Doveuas. No, sir. I think the only thing that we did do was 
to bring everybody up to date as to the status of the program, the 
effect that any cutbacks would have on our employment in the North 
Carolina area, and what effects some of the severe cuts that were 
talked about would have on our employment, in the local community, 
in Charlotte, N.C. 

Mr. Courtney. How and in what manner were those discussions 
carried on ? 

Mr. Dovuetas. They were discussed with the congressional Repre- 
sentative, Mr. Jonas, of Charlotte. 

Mr. Courtney. At his solicitation, or at yours ? 

Mr. Dovatas. I think at his solicitation. 

Mr. Courtney. Well, now, what was the nature of the discussions? 

Mr. Dovenas. Well, it is quite obvious that a Congressman who 
represents a district in which we are a major employer is terribly in- 
terested in the effects of a major cutback in the program, and he asked 
us what would this mean toemployment, and we gave him the answer. 

Mr. Courrney. And at that time was the Douglas Co. interested 
in continuing the Nike program on the same scope as had theretofore 
existed ¢ 

Mr. Dovetas. Surely, we are interested in as much business as we 
can properly receive. 

Mr. Courtney. Now, whom else did the Douglas Co. solicit or wait 
upon to present its case for the Nike program / 

Mr. Dovetas. Well, we discussed these same problems of the effect 
of various rates of production with the Army, which is our customer. 

There is always continual conversation back and forth. We are 
asked to make different studies of different rates of production and 
its effect on the plant and its effect on unit costs. So we would be 
talking to the cognizant officials in the Army. 

Mr. Courtney. Did the Department of Army, or any of its per- 
sonnel, make any request upon you to advertise the value and the 
effectiveness of the Nike program / 

Mr. Dovetas. No, sir. If you mean in specific answer to the con- 
troversy, no. They, of course, are happy that we carry a standard, 
what we call our institutional advertising program, over the year, 
and we discuss with the cognizant PIO officers of the Army our pro- 
gram each year. 

Mr. Maginniss can explain how we do that, if you would like. 

Mr. Courtney. Well, were you asked to augment your program, 
your advertising program, in any way because of this controversy, 
which seems to be agreed upon now ? 

Mr. Doveuas. No, sir. 

Mr. Hésert. Did you, in fact, augment your program ? 

Mr. Dovetas. No, sir. 
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Mr. Courtney. Either by personal solicitation or by advertising, 
or by any other known means ¢ 
Mr. Dovgtas. No, sir. 
Mr. Courtney. Have you discussed this—in this case Douglas is a 
»Y | prime in some phases of the program, and is a sub in some of the other 
n- | phases; isn’t that correct, sir ¢ 
Ay Mr. Dove.as. Sir, we are basically a subcontractor. But it is more 
of a total partnership, although we are legally a subcontractor of 
as Western Electric. But we do perform a great part of the task in 
he partnership with Western Electric. We build the missile and the 
th ground support equipment. They build all of the radar and guidance 
re systems. 


y; “Mr. Courtney. So that the effort is in a sense a combined effort, 
rather than a strictly legal relationship 4 
ns Mr. Doveuas. Yes, sir. 
Mr. Courtney. Of prime and subcontractor ? 
re Mr. Doveuas. That is right. 


Mr. Courrnrey. And your interest would be community interest, 
so far as the scope of the program is concerned, would it not ? 
Mr. Dovewas. That is right, sir. 


st Mr. Courtney. Anyone else participate besides Western Electric? 
ho Mr. Doveias. Well, we have many other subs. 

a Mr. Courrney. But in the same grade or having the same interest ? 
ed Mr. Douctias. No, sir. Western Electric and Douglas are the two 


er. major producers and designers. I mean, different than some sub- 
ed | contract relationships in the Nike system, we carry a great share of 
re | the design load ourselves, also. 

Mr. Courtney. Did you learn of any pressures being applied in the 


| 
nas | Pentagon by the Boeing Airplane Co. in the course of this controversy 
. | between Bomare and Nike over prospective cuts in the scope of the 
ut | programs ? 

| Mr. Doveras. No, sir. The first I heard of the controversy was 
ect. | sometime in May, when I was at a meeting in Williamsburg, and 
er. | when I read it in the Washington Post. 
re Mr. Courtney. Now, the meeting at Williamsburg was the aircraft 
nd industries meet ing—or aerospace industries meeting ¢ 
be Mr. Dovguias. Yes, sir. 

Mr. Courtney. The subject was discussed there, was it ? 
= Mr. Doveéias. No, sir. 

‘he Mr. Courtney. That is when it first came to your attention ? 
Mr. Dovcrias. It first came to my attention when I left that meet- 
pn- ing and came to Washington. And the first thing I can remember 
rd, reading was that there were talks of severe cutbacks of the Nike- 
ar, Hercules. 
ne Mr. Courrney. Have you discussed the subject of Mr. Manstield’s 
testimony with any representative of the Boeing Airplane Co., since 
the testimony was given here on August 6? 

Lm, Mr. Doveras. No, sir. 

Sys Mr. Courrney. That is all. 


Mr. Heserr. Mr. Hess? 
Mr. Hess. Mr. Douglas, let’s get back to the question of employ- 
ment of retired military personnel. 
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I didn’t quite get the figure that Mr. Courtney had here. How 
many were there, Mr. Courtney ¢ 

Mr. Courtney. Thirty-seven. 

Mr. Hess. Thirty-seven. 

Mr. Hess. Approximately 37, is it? 

Mr. Courrney. Yes. 





Mr. Hess. How many people do you have employed in your plants? 

Mr. Dovewas. 71,900. 

Mr. Hess. 71,900—72,000. 

Mr. Dovenas. Yes. And we have 15,000 salaried employees. 

Mr. Hess. Of the 71,000, or 72,000, you have 37 retired military 
personnel ? 

(Mr. Douglas nods.) 

Mr. Hess. What is the highest rank ? 

Mr. Dunpas. If I may interrupt just a minute ? | 

Mr. Hess. Yes. 

Mr. Dunpas. I think we should make it clear that we did not can- 
vass all of our hourly paid employees. We so stated in our return. 

We did canvass personally each of the 15,000 salaried personnel. 
And out of that, our record shows that we had 40—not 37. 

Mr. Courtney. Thirty-seven have responded. 

Mr. Dunnas. Yes. 

Mr. Hess. All right. 

Did you seek any of these people, or did they come to you and seek 
employment ? 

Mr. Dovetas. Go ahead. 

Mr. Dunpas. Well, as far as the Douglas Co. is concerned, we have | 
always had the same policy. We have never sought any retired mili- | 
tary personnel or any active military personnel to come with the com- | 
pany. 

We have always received any applicants for employment, whether , 
or not they were retired military people, on the same basis. And our 
records indicate—and as Mr. Courtney has mentioned, the salary pay, | 
that is the pay range of these officers, would indicate that they were 
certainly not on the executive level, and none of them are, with a couple 
of possible exceptions which you are familiar with. 

But most of them are technicians. They work up in the organiza- 
tion, just the same as anyone else does. They get no preferential 
treatment, and under no circumstance do any of them have anything 
to do with a direct selling effort. 

Mr. Hess. None of them have anything to do with direct selling? 

Mr. Dunpas. No, sir. 

Mr. Hess. What is the highest rank officer you have? 

Mr. Dunpas. Lieutenant general. 

Mr. Hess. Lieutenant general 

Mr. Dunpas. Yes, sir. 

Mr. Hess. Would you mind stating who he is, please ? 

Mr. Dunpas. General Eaker, Ira Eaker. 

Mr. Hess. Lloyd, do you have his questionnaire ? 

Mr. Kunn. I am sure we do; yes, sir; Mr. Hess. Just a minute. 

Mr. Hess. Would you mind— 

Mr. Kuun. I might say at the outset that he was retired in 1947. 

Mr. Hess. When did he become employed by Douglas? 
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Mr. Dunpas. Two years ago, approximately 2 years ago, prior to 
that he had been for 10 years with Hughes Aircraft. 

Mr. Hess. I want the salary there, if you have it. 

Mr. Kuun. Allright. You want his retired— 

Mr. Hess. I want his retired pay and his salary. 

Mr. Kuun. His retired pay is $881.93 a month. His compensation 
with Douglas— 

Mr. Dunpas. Forty thousand. 

Mr. Kuun. Forty thousand dollars annually. 

Mr. Hess. Does he have any stock options ? 

Mr. Dunpas. No, sir. 

Mr. Dovetas. No, sir. We just issued a new stock option, and he 
was not one of the optionees. 

Mr. Hess. Does he have any bonus payments ? 

Mr. Dunpas. No, sir. 

Mr. Hess. $40,000 is his salary ? 

Mr. Dunpas. Correct. 

Mr. Hess. Now, let me ask you just one other question here with 
reference to your statement, Mr. Douglas, on page 2, near the bottom 
of the page. You said: 

We recognize the propriety of having laws and regulations concerning the 
subject under inquiry. Our impression is that existing statutes are generally 
adequate, though we agree with the frequently offered suggestion that they be 
made uniform as respects the various service arms. 

Well, I heartily agree with you that they should be made uniform, 
so they should apply equally to all of the armed services. 

(Mr. Douglas nods. ) 

Mr. Hess. Would you care to comment on this question of the 
so-called cooling-off period ? 

Mr. Doveras. Well, I think it is quite proper that there is a period 
at which a retired officer should not represent a company in any kind 
of negotiating position with the Government. We have always fol- 
lowed that rule scrupulously. 

I don’t think there should be a period where the man could not be 
hired in any position, but I do think there should be a period in which 
he wouldn’t be negotiating or selling. And it is our own experience 
and personal opinion that the best way to integrate these people, if 
they have special qualities, into our organization is to put them into 
working jobs at home, in either the engineering or manufacturing 
divisions, and let them understand and learn the company. They 
aren’t really able to do a job for us in other fields until they have had 
many years in the company. 

Mr. Hess. Do you feel, then, that a man who might be a scientist or 
an engineer in the service should not have the cooling-off period apply 
to him, that he should be permitted to go into private industry upon 
retirement, but a man who is or has been in the selling end, or procure- 
ment end, rather, of the armed services, that the Spoline-olf period 
should apply to him if he is going with a defense contractor and going 
within that type of business ? 

Mr. Dovexas. I must have misunderstood the question about the 
cooling-off period. I didn’t get the definition. 

My thought—I was answering on the cooling-off period—was the 
period in which the man did not represent the company. I didn’t 
mean that I felt that a man shouldn’t be hired at all if he was hired for 
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some straight technical or administrative function internally in the 
organization, and had no contact with his former people. 

Mr. Hess. I think that is all, Mr. Chairman. 

Mr. Héperr. Mr. Douglas, did General Eaker come to you or did 
you seek him from Hughes / 

Mr. Dunpas. If I may respond to that 

Mr. Heéserr. Yes, sir. 

Mr. Dunpas. When General Eaker was contemplating discontinu- 
ing his employment with Hughes Aircraft—he and Mr. Douglas, 
Senior, had been friendly over many, many years, and the matter was 





discussed, I assume, from time to time prior to the time he left Hughes, 
He had planned, I am informed, for some time to retire from Hughes 
at the end of a 10-year period, which he did. He was then on vaca- 
tion for some 90 days, or so, and during that period of time Mr, 
Douglas, Senior, and General Eaker agreed upon the relationship. 

Mr. Hésert. What are General Eaker’s duties with Douglas 4 

Mr. Dovueras. General Eaker is vice president of our eastern of.- 
fices, which include Washington, New York, and Dayton. And he 
administratively runs those three offices. 

Mr. He&serr. Does he come into contact, or is he asked to come in 
contact with the people in the Pentagon in connection with selling the 
Hughes products—I mean the Douglas products ? 

Mr. Dove as. Well, he certainly comes in contact with those people, 
although General Eaker I do not consider as a salesman of the prod- 
ucts, but more of an administrator, and someone to advise our younger 
men on how they handle themselves, how they make contacts, and | 
things like that, but not on direct selling, himself. 

Mr. Heserr. But he does direct the contacts? He does give them 
advice on how to make the contacts, and where to go, and to whom to 
go: doesn’t he 

Mr. Dovatas. He advises them—I guess you would say—on how the 
services react to certain briefings, and things like that. 

Mr. Hésert. Well, in other words, the value of his knowledge ac- 
quired in the military is utilized by Douglas ¢ 

Mr. Doveias. Why, I don’t think there is any question of that. 

Mr. Heénert. I think it fair to state here, in General Eaker’s return 
of the questionnaire, that he was receiving a salary of $55,000 with, 
Hughes. 

Mr. Kuun. He was receiving more from Hughes. 

Mr. Dunpas. That was the maximum, I understand; yes. 

Mr. Kuun. He does have a brief outline of his duties with Douglas. 

Mr. Heésert. I think Douglas has stated what he does. 

Mr. Gavin. Any stock options? 

Mr. Hépsert. No. 

Mr. Dovaas. No, sir. General Eaker—when he retired from 
Hughes—was looking for a job for a few years, and we were very 
happy to get a man of his caliber and felt there was no impropriety 
in the fact that he had been well over 10 vears out of service when we 
hired the man, and his great knowledge and background was helpful 
in training our younger men. ~ a 

Mr. Gavin. Well, I quite agree with you. He is the managerial di- 
rector. I presume. 

Mr. Dovetas. That is right. 





we 


alc 
tio 


a 


Seed ff 


mi 
: 


the 
any 
cou 
] 
hav 
N 
giv 
Foi 
is: 
the 
h 
tert 
the: 
N 
dur 
N 
rat] 
tain 
are 
mor 
M 
aser 
trac 
amo 
only 
M 
reite 
M 
sona 
M 
M 
bein 
M 
cont, 
plain 


M 


en 
repr 
M 








the 


did 


nu- 
las, 
Was 
hes, 
hes 
uca- 
Mr. 


). 





of- 
| he 


e in 
the 


ple, 
rod- 
wer 


and | 


hem 
n to 


‘ the 
» ac- 
it. 


turn 
with | 


glas. 


from 
very 
riety 
nm we 


Ipful 
il di- 


RETIRED PERSONNEL IN DEFENSE INDUSTRY 731 


Mr. Gavin. And you are getting the benefit of his ability and ex- 
perience to assist you in reaching your objective, and that is to sell 
weapons or aircraft, or something, to the Government. 

(Mr. Douglas nods.) 

Mr. Gavin. In most instances a great many of the generals not 
alone got salaries that are comparable to his, but they got stock op- 
tions, also. 

You say he didn’t get a stock option ? 

Mr. Dovatas. No, sir. 

Mr. Gavin. I just wondered about it. 

There are no other arrangements outside of his straight salary ? 

Mr. Douatas. No, sir. 

Mr. Heéserr. Mr. Douglas, does the Douglas Corp. entertain the 
military, with whom it does business 4 

Mr. Dovetas. Yes; Douglas has bought lunches and dinners for 
the military. We have a rather firm policy that we should not do 
anything in the entertainment field that the man would feel that he 
couldn’t return, himself. 

I have—gentlemen have lunch with me or dinner with me, and I go 
have lunch or dinner with them at their homes, 

Mr. Heérerr. But you do not entertain them, partywise, I mean, to 
give a special party for them? Is that a policy or is that not a policy ? 
For a group, for instance? For instance, what I am trying to find out 
is: Does Douglas entertain individuals in the Pentagon in whom rests 
the decision for the acceptance or rejection of a weapon ¢ 

Mr. Dove.as. We certainly don’t set up big, special parties for en- 
tertaining specific groups because we think there is some selling point 
there. 

Mr. He&sertr. Well, do you buy more dinners or cocktails for them 
during the time a decision is being debated ¢ 

Mr. Dovetas. No, sir. I don’t think—not at all, sir. We have a 
rather strict policy and keep very tight control on the entire enter- 
tainment, and I see most every one of those, myself, to be sure that we 
are being quite proper, quite careful, and not spending too much 
money, very frankly. 

Mr. Hepertr. Now, returning to the matter of misinformation 
ascribed by Mr. Mansfield, have you as a contractor, as a defense con- 
tractor, found any indications of any misinformation being spread 
among the contractors in favor of one weapon or another? You can 
only testify of your own personal knowledge. 

Mr. Doveias. From my own personal knowledge, I still must 
reiterate, I don’t know what the man was talking about. 

Mr. Hésert. Then you don’t know of such things of your own per- 
sonal knowledge ? 

Mr. Dove tas. No, sir. 

Mr. Hérerr. And have you ever come in contact with any pressures 
being brought by competitors with the Defense Department? 

Mr. Dovenas. I certainly don’t know of any, more than the normal 
contacts that we make, and they would be, on a technical nature, ex- 
plaining our product and how it operates. 

Mr. Hénerr. Then the Douglas Co., as far as you know, has not 
been exposed to any undue influence or undue pressure or undue mis- 
representation, or undue misinformation ? 

Mr. Dovexas. No, sir. 
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Mr. Hépert. On the part of competitors? 


Mr. Dovetas. No, sir. vitae 
Mr. Héserr. You accept the competition in the same vein as is 


ordinarily accepted in competitive areas ? 

Mr. Dovetas. That is certainly true, sir. And as I previously testi- 
fied, I actually personally believe, from what my technical people tell 
me, that there is need for both systems. 

Mr. Hésert. I didn’t—— 

Mr. Hess. Need for both systems. 

Mr. Hépert. Thank you very much, Mr. Douglas. 

Mr. Courtney. No questions. 

Mr. Hésert. Thank you very much, Mr. Douglas. 

(The questionnaire furnished by Douglas Aircraft Aircraft Co. is as 
follows :) 

JUNE 29, 1959. 
Mr. JoHN DUNDAS, 
Executive Vice President, 
Douglas Aircraft Co., Inc., 
Santa Monica, Calif. 

Dear Mr. Dunpas: The subcommittee acknowledges with thanks your letter 

of June 24, 1959, and attachments in response to our questionnaire of June 10, 


Sincerely, 
JOHN J. CourTNEY, Special Counsel. 


Dovueias ArrcraFt Co., INC,, 
Santa Monica, Calif., June 24, 1959. 

Mr. Jonn J. CouRTNEY, 

Special Counsel, House of Representatives, Committee on Armed Services, Sub- 
committee for Special Investigations, Old House Office Building, Washing- 
ton, D.C. 

Dear Mr. Courtney: The accompanying material in response to your subcom- 
mittee’s June 10, 1959, letter, has been prepared under the direct supervision 
of my office. I wanted to suggest to you that if you have any questions with 
respect to the material or if you need any further information, that you give 
me a call and in the event I am not available, you might speak to Mr. M. L 
Scott. Be sure to let us hear from you if we can be of any further assistance. 

Best regards. 


Very truly yours, 
(Signed) Jonn Dunpas. 


JUNE 24, 1959. 
Hon. F. EpwarpD HEBERT, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN HEBERT: You will find enclosed certain information re- 
quested in your letter of June 10, as supplemented memorandum No. 1, dated 
June 18, relating to this company’s defense contracts and subcontracts, and to 
those on our payroll who are retired military officers or former Federal civilian 
employees in select categories. 

In applying your questionnaire to a total of 70,000 employees within the 
time limits you prescribed, it was necessary to establish certain criteria for 
the mechanics of gathering the information. I believe you will find that the 
premises we have chosen for this survey are well matched to the letter, as well 
as the spirit, of your inquiry. You will find them in detail with the attachments 
to this letter. 

If you will be kind enough to direct your staff to forward us an additional 35 
copies of the questionnaire to be completed by the retired former military offi- 
cers, together with addressed envelopes, we will be pleased to finalize your 
requirement in this regard. 

I sincerely hope that the material enclosed will match your request and serve 
the committee usefully in the purposes of its inquiry. If you should desire ad- 
ditional information, I will be pleased to hear from you. 

Sincerely, 


(Signed) Dona.tp W. Dovuatas. 
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To the Subcommittee for Special Investigations, Armed Services Committee, 


House of Representatives: 


Question 1. Current Department of Defense contracts 
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Question 1. Current Department of Defense contracts—Continued 








Contracts Description Gross value 
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Question 2. Current subcontractors having subcontracts of a gross value of 
$1,000,000 or more (individually or cumulatively) 








Subcontractor’s name and business Article or service contracted for— Gross value 
address 
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Bell Aircraft Corp., Post Office Box 1, | B-66 electronic equipment...._............-.-. 1B, 870, 000 
Buffalo, N.Y. 
Bendix Aviation Corp., 11600 Sherman | Nike-Hercules actuators..............-....-.-. 984, 
Way, North Hollywood, Calif. = = |_.... 0 Rea SL ed Sh ER a eS 1, 807, 00 
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Question 2. Current subcontractors having subcontracts of a gross value of 
$1,000,000 or more (individually or cumulatively )—Continued 








Subcontractor’s name and business 
address 


Article or service contracted for— 


Gross value 








Cambridge Co., a division of Carrier 
Corp., Industrial Park, Lowell, Mass. 

Consolidated Western Steel Division, 
United States Steel Corp., Post Office 
Box 2015, Terminal Annex, Los An- 
geles, Calif. 


Cummins Engine Co., Columbus, Ind _- 
Eclipse Pioneer Division, Bendix Avia- 
tion Corp., Teterboro, N.J. 


Food Machinery & Chemical Corp., 
Post Office Box 367, San Jose, Calif. 


General Electric Co., West Lynn, Mass. 

General Electric Co., Aviation and De- 
fense Industries, 3325 Wilshire Blvd., 
Los Angeles, Calif. 

Grand Central Rocket Co., Post Office 
Box 111, Redlands, Calif. 

C. G. Hokanson Co., 2140 Pontius Ave., 
Los Angeles, Calif. 

Kaiser Aircraft & Electronics Division 
of Kaiser Industries Corp., Box 275A, 
Palo Alto, Calif. 

Librascope, Inc., 808 Wester Ave., Glen- 
dale, Calif. 

Litton Industries of California, 336 N. 
Foothill Blvd., Beverly Hills, Calif. 


The Marison Co., Elgin, [l............. 
ee OF 
Martin-Baker Aircraft Co., Higher 


Denham, Middlesex, England. 
Menasco Manufacturing Co., 805 South 
San Fernando Rd., Burbank, Calif. 
Nevada Air Products Co., Post Office 
Box 1090, Reno, Nev. 


Packard Bell Electronics Corp., 12333 
ton Olympic Blvd., Los Angeles, 
alif. 


Thar Low temeesic. Ga nice. aicne 


Nike-Hercules launcher loaders...............- 
Thor ground support equipment. 
Nike-Hercules ground support equipment---_-_- 


Diesel electric generating set 
Dead reckoning unit...............--- 
Auto pilot system 


Nike shipping containers.............-.-.....- 
Thor ground support equipment._...........- 


P| A LEE IED A DIL 
Launch emplacement, electric substation unit_ 
Bp eetine ae ote eee ee aire: 
Missile air-conditioning unit.................- 


Development of display media, Army-Navy 
instrument program. 


Photographic view finder system.............- 
Development of airborne computer, Army- 


Navy instrument program. 
Nitrogen storage cylinder 
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Strut assembly main landing gear shock.-....- 
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Question 2a. Current subcontractors having subcontracts of a gross value of 
$1,000,000 or more (individually or cumulatively)—Continued 

















Subcontractor’s name and business Article or service contracted for— Gross value 
address 
Packard Bell Electronics Corp., 12333 | Integrated communication system..........-.- $1, 311, 000 
West Olympic Blvd., Los Angeles, 
Calif. 
Pastushin Aviation Corp., 11221 Hindry | 300-gallon fuel tank_......-........-.-.-.--.--- 1,007,000 | 
Ave., Angeles, Calif. 
Radio ae of America, 11819 West | Thor electronics equipment. -_................ 2, 204, 000 
Olympic Blvd., Los Angeles, Calif. {----- | UOT SE See See 250, 000 
ae iad ee Re edn dwncidinionenascnansen 2, 454, 000 
South Bay Manufacturing Co., 9305 | Missile dolly assembly-_-...--..-..--..-------- 910, 000 
South Hooper, Los Angeles, Calif. 
Thiokol Chemical Corp., Post Office | Nike-Zeus booster motors and igniters........- 5, 022, 000 
Box 27, Bristol, Pa. 
Vendorlator Manufacturing Co., 2250 | A3D subassemblies..............-.....-.--.--- 1, 192, 000 
South Railroad Ave., Fresno, Calif. 
Western Electric Co., 120 Broadway, | Radio guidance equipment Thor-Delta..._..-- 1 1, 000, 000 
New York, N.Y. 
IN I aint cicsiedinotnin snenamabinth oiesidimicion 1, 251, 000 











1 Estimated. 


In order to provide the requested information within the indicated time limits, 
certain assumptions were made which are specified below : 
1. As we have more than 70,000 employees, a complete search of all employee 
records was not possible within the time interval allotted. 
2. After studying your letter and the questionnaires we concluded that we 
could eliminate hourly paid employees from our consideration since they are not 
in a position to represent the company in any way in matters involving the 


Department of Defense. 


3. Accordingly, our review was limited to consultants and to our approxi- 
mately 15,000 salaried employees. 

4. A simplified questionnaire (copy attached) requiring only ‘‘Yes” or “No” 
answers was submitted to each such employee and wherever a “Yes” answer ap- 
peared, the employee’s personnel folder was completely checked for indication 
and verification of the designated retired military status or the designated 
Federal civilian employment status. 

5. Our employment applications cover a period of at least 10 years prior to em- 


ployment with the Douglas Aircraft Co. 


Therefore, based upon such records 


and in accordance with the clarifications contained in your memorandum No.1 
dated June 18, 1959, the lists reflect to the best of our knowledge and ability 
under the circumstances, all persons employed by Douglas who (1) are receir- 
ing Government pay on earned military retirement or (2) who have had the 


specified Federal civilian affiliation during the past 5 


received more than $10,000 annually from Douglas. 
6. We will deliver the appropriate questionnaire, that is, your enclosure 2 or 3, 
to each employee on the attached lists as soon as we receive the additional supply 
of forms we have requested in the cover letter. 
(The questionnaire above referred to is as follows :) 





Employee name (please print) 


(1) on you retired (i.e., drawing retired military pay) 


om— 


ene The Air Force or Army, with a grade above 


captain; or 


year period and who have 


Date: June 19, 1959 


Department 


(B) The Navy, with a grade above lieutenant. 


(2) Have you ever been employed by the United States in 
efense, the executive depart- 


the Department of 


No[ ] 


ments, the Executive Office of the President, or the 


legislative branch—by 


election, nomination, ap- 


pointment or under the civil service system. 


Employee numbe 
Please check 
applicable blocks. 
No r 


Yes [ |} 


Yes [ | 





Employee’s signature 





Ques 
the 
tio 


—_—_——— 


James 
J.0. B 
H. A. | 


Irvin F 
Herber 
Nels E: 





Benjamin 


Karl H. I 








of 


000 





Hl 


$2 & 


$s 38 


s 


}, 000 


'N: 0” | 
ap | 
‘tion 
ated 


) em- 
Jo. 1 


vility | 
ceiy- 


have 
or 3, | 
ipply 


1959 
yumbe 


locks. 
s{ | 
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Question 3. List of all retired military personnel above the grade of captain in 
the Army and Air Force and lieutenant in the Navy receiving any compensa- 
tion or remuneration from Douglas Aircraft Co. 





Name 





Rank 


Company job and hire date 





James — SEPP 
SD a catsticcunmetenn 
Ee ea 


Irvin Henry Bordihn_.---_-- 
Herbert L. Brown__.--.----- 
Nels Earl Brugman.-.-.---- 


Henry Roy Busby - --.--.--.--- 
pg eae 
op re eae 

ee See ee 


Luis De Florez, 200 Sylvan 
Ave., veut ow, Inglewood 
Cliffs, N.J.1 

Augustine Davis Dugan are 

iy Paes Poe 

E. H. okelaieyer abn ag peitind 


Alfio B. Ferazzi............- 
R. A. Gardner 
E. W. Hermanson... ------- 
Edward John Hmura..._--- 
Maurice Kauffman... .------- 


Co ee 
. Leeper-- <2 
finn W. Leonhardt_- E 
Samuel ont M eCroskey- 
John D. Martin ._......-..- 
Floyd Edwin Meador panietiacs 


eake 
Ye. %. Feaiehal” Meare's 
J, R. Ruhsenberger__- Bales sad: 
TE Et, GAME .cwccncce-e 
Jos. E. Smith 


Ferdinand Stano- .-.-- dicated 
Wesley Hubert Taber. ----~. 


Geo. A. White.......-...--- 
hy eae 


Lieutenant colonel (USAF)... 





( . 
Commander 
Major (USAF) 


Brigadier general (AUS) AF-_. 


Lieutenant commander 
SNORD). 


(U 


Colonel (AUS)-__....---..--.-- 
y RE os : enlace Reale 
Commander (U8N)_...-.-.--- 
Lieutenant commander 


(USN). 
Rear admiral (USN)....------ 


Colonel (AUS)-- 
Lieutenant general (AUS) AF. 
Rear admiral (USN) 

Major (USMC 


Commander _—— NG ca euee 


yes Vo ee 


oO  * a ae 


do 

Colonel (AUS)_. 
Brigadier general (AU 8) a 
Lieutenant colonel AUS) AF. 
Major (USAF)_- 
Colonel (AUS) 
Lieutenant commander 

Shy ‘ 


Captain (USN).....--- 
Colonel (USAF)... 
Lieutenant commander 


v). 
Lieutenant colonel (AUS) 
Lieutenant commander 


Lieutenant commander 
(VEN) assailed 


Lien iepent commander 


Colonel (AUS) AF_....--.---- 





Contract liaison man, March 1954. 
A3D project nonsupervisor, June 1956, 
Contract liaison man, April 1957. 


Service representative, April 1957. 
Production cost analyst, or 1955. 
Service representative, March 


Service ropmonentatiyes January 1959. 
Designer, October 19. 

Assistant to Svendsen, ‘February 1957. 
Service publication writer, May 1958. 


Design engineer, Feb 1959. 
Production cost analyst, December 1955. 
Coordinator, August 1955. 

Associate engineer, May 1958. 


Engineer consultant on instrumentation, 
January 1957. 


Associate engineer, September 1958. 


Vice ident, eastern offices, October 1957. 
ine engineer, test laboratory, August 


Service representative, February 1957. 

Weight analyst, November 1953. 

Service representative, February 1957. 

Service representative, May 1959. 

Organizational planning staff, January 
1958. 


Foreman, June 1958. 

Service representative, June 1952. 
Technical writer, January 1957. 
Project engineer, Nike, October 1950. 
Service representative, January 1958. 
Service publication writer, July 1958. 
Design engineer, July 1958. 

Service representative, June 1956. 


Estimator, April 1947. 

Superintendent, May 1956. 

Advanced design, nonsupervisor, July 1955. 
Production change analyst, May 1952. 
Service representative, August 1957. 


Service representative, November 1958. 
Service representative, February 1957. 


Service representative, April 1958. 
Production design engineer, March 1958. 





1 With exception of this man, all others are at Douglas Aircraft Co. 


Note.—This list may include some retired officers who are medical discharges which your memo No. 1 
dated June 18, 1959, indicated you would have no interest in. However, we did not have adequate time to 
reverify this aspect of retirement. 


Question 4. List of former Federal civilian employees 





Name 


Company title or 
classification 


Dates and location of Federal civilian 
employment 





Benjamin Barrett-_ - 


Karl H. Dittmann 


Robert 8. Scott 





Design specialist A, hired Aug. 
20, 1956. 


Design engineer A, hired Dec. 
8, 1956. 


Film services administrator, 
hired March 1958. 





Chief, Nucleonics Branch, U.S. Army 
Chemical Corp., Edgewood, Md. (Mar. 
5, 1953 to July 25, 1956). 

Reorganization of U.S. Research Agency, 
Department of Air Force, Wright- 
Patterson AFB, Ohio (February 1954 to 
November 19. 56). 

nit, Pictorial Services, USAF, civil 
service (December 1956 to March 1958). 
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Mr. Hesert. Mr. Courtney, the next witness. M 
Mr. Courtney. The Western Electric Co. Mr. Smith and others, N 
Mr. Dovetas. Thank you. NM 
Mr. Maerinniss. Thank you. Bel 
Mr. Courrnry. Now—are all three of you going to testify? M 
Mr. Smiru. Yes, sir. this 
Mr. Courtney. Well, will you identify yourselves, just as the | the 
others have done, tothe reporter? And then be sworn. fied 
Mr. Smiru. I am C. R. Smith A 
Mr. Hépert. A little order in the room, please. M 
Mr. Saurru. I am C. R. Smith, vice president in charge of defense | M 
business, Western Electric Co. M 
Mr. Crow. I am A. P. Clow—C-l-o-w—vice president, personnel | M™ 
and public relations, Western Electric Co. ness 
Mr. Reynotps. And I am W. M. Reynolds, director of public re- | app 
lations, Western Electric Co. | M 
Mr. Héserr. You gentlemen, please take the oath. | eM 
You and each of you do solemnly swear that the testimony you will M 
give before this subcommittee in the matters now under considera-| MM 
tion will be the truth, the whole truth, and nothing but the truth, | give 
so help you God? voke 
Mr. Crow. I do. | MM 
Mr. Smiru. I do. M: 
Mr. Reyno ps. I do. Man: 
Mr. Hésert. You may be seated, gentlemen. Airp 
Mr. Courtney. | My 
Mr. Courtney. Mr. Smith, do you have a prepared statement ? M 


TESTIMONY OF C. R. SMITH, VICE PRESIDENT IN CHARGE OF DE. pe 
FENSE BUSINESS; A. P. CLOW, VICE PRESIDENT, PERSONNEL AND tion | 
PUBLIC RELATION; AND W. M. REYNOLDS, DIRECTOR OF PUBLIC, Mr 
RELATIONS, WESTERN ELECTRIC CO. i. 


Mr. Smiru. No, sir; we do not have a prepared statement. in thi 
I would like to say, though, that we appreciate the opportunity to, Zines. 
appear before this committee, and that we will do our best to answer, , Mr 
your questions, and we hope that they will be of value to you. | the ti 
Mr. Courtney. Mr. Smith, the Western Electric is identified with, Mr 


Bell Laboratories in some capacity. What is that relationship ? Mr 
Mr. Surrn. The Western Electric owns one-half of the Bell Tele . Mr 
phone Laboratory. tional 
Mr. Gavin. I suggest, Mr. Chairman, the gentlemen speak louder. other 
I couldn’t hear the answer. ine, t 
Mr. Surri. It is owned jointly by the Western Electric and the | Th 
A.T. & T. Co. _ the W 
Mr. Courtney. And that is your business relationship ? Jourr 
Mr. Smirn. That is correct, sir. light. 
(Addressing Mr. Clow:) Do you want to add anything? activi 
Mr. Crow. No. Nov 


Mr. Courtney. Now, specifically with reference to retired person- fire w: 
nel, we show six retired military in your complex and four former “@ge. 
Federal civilians, none of whom appear to be identified in any way, ., “YT. 
with the sales of the company. time ? 








he 





nse | 


nel | 


Te- } 
| 
vill 
ra- | 
ith, 
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Mr. Smirn. That is correct, sir. 

Mr. Courtney. Does that check with your—— 

Mr. Crow. That includes both the Western Electric Co. and the 
Bell Telephone Laboratories. 

Mr. Courtney. Now, on August 6, 1959, testimony was presented to 
this subcommittee by a Mr. Mansfield, director of public relations of 
the Boeing Airplane Co., in which the Western Electric Co. was identi- 
fied as a producer and competitor of the Nike missile. 

Are you familiar with that testimony ? 

Mr. Smirn. Yes,sir;Iam. I read it. 

Mr. Courtney. You read it carefully ? 

Mr. Smiru. Yes, sir. 

Mr. Courtney. Are you familiar with the testimony of that wit- 
ness concerning an advertisement of the Western Electric Co. which 
appeared in the Washington Star approximately May 20% 

Mr. Smiru. Yes, sir; I am. 

Mr. Courtney. Which I have here. 

Mr. Smiru. I am. 

Mr. Courtney. And are you familiar with the testimony that was 
given as to what that advertisement of the Western Electric Co. pro- 
voked in the way of actions and activity by the Boeing Airplane Co, ? 

Mr. Smirn. I am sorry, sir, I did not follow you. 

Mr. Courtney. Did you hear—do you know the testimony of Mr. 
Mansfield in which he testified as to what was done by the Boeing 
Airplane Co. as a result of your advertisement ? 

Mr. Smiru. Yes, sir. 

Mr. Courtney. You are familiar with that? 

Mr. Smirn. Yes, sir. 

Mr. Courtney. Are you familiar with the charge of misinforma- 
tion being supplied from competitive sources ? 

Mr. Smiru. Yes, sir. 

Mr. Courtney. Well, now, what is your comment? 

Mr. Smiru. Well, we do not think that there is any misinformation 
in that ad or any other ad that we have put in newspapers, or in maga- 
zines. 

Mr. Courtney. How did this advertisement come to be inserted at 
the time on which it was inserted in the Washington Star? 

Mr. Smitru. May I let Mr. Reynolds answer? 

Mr. Courtney. Yes, sir. 

Mr. Reynotps. This advertisement was a portion of our institu- 
tional program, one which has made reference to Nike and various 
other defense projects that we have participated in, such as the DEW 
line, the White Alice network in Alaska, and so forth. 

The ad in question—may I mention that it was run, in addition to 
the Washington Post, in the New York Times and in the Wall Street 


| Journal—being a part of our institutional program, sought to high- 


rson- 
yrmer 
r way: 


light what we consider to be major achievements of our defense 
activity. 

Now, frankly, Nike was in the news at this time. This is a sure- 
fire way, it seemed to me, to gain attention for our institutional mes- 
sage. 

Mr. Courtney. Well, in what way was Nike in the news at the 
time ? 
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Mr. Reynotps. In news reports, as I read them in the newspapers, 

Mr. Courtney. Well, what was the subject of the comment about 
Nike in the news accounts ? 

Mr. Reynoxps. The question of discussions in the Government as 
to their considerations of Nike versus other missiles. 

Mr. Courtney. Was your concern with the cutback ? 

Mr. Reynotps. No. 

Mr. Smiru. May I answer that question, sir? 

Mr. Courtney. Yes. 

Mr. Smiru. Yes, we were concerned with the cutback, but from an 
entirely different angle. 

They started cutting the Nike-Hercules program back early this 
year. I think we probably knew in January that there was to be a 
cut. And we knew what the cut was. 

But our concern with it was only from the standpoint that it meant 
dropping a considerable number of people in North Carolina who 
would subsequently be required in connection with the Nike-Zeus 
program. And it was not with the cutback itself because of the loss of 
the Hercules business. 

And we advised the Army, we advised the Defense Department, and 
we talked to, I believe, Governor Hodges and the Congressman and 
the Senator down in North Carolina, and acquainted them with the 
fact that this cutback was taking place. We tried to keep them posted 
on prrepactine changes in their employment situation down there. 

Mr. Courtney. Now, this was the cutback on Nike-Hercules which 
was the direct concern at the time you speak of ? 

Mr. Smiru. Only because of the Zeus program, sir. 

Mr. Courtney. Your company did have a follow-on program for 
the Nike-Zeus program ? | 

Mr. Smiru. Providing that Congress appropriated the money. 
And they have. But I guess the President (A: not signed the ap-| 
propriation bill yet. 

Mr. Courtney. Then, your concern was with a lag in employment or| 
dismissal of employees in the interval between the closing out of one 
program or the reduction of one program and the commencement of | 
another ? 

Mr. Soirn. Yes, sir; the fact that we have to let two or three 
thousand people out who would be sorely needed in connection with 
the Nike-Zeus program. 

Mr. Courtney. Now, is it a fact that these employees were dis- 
missed ? 

Mr. Smirn. We notified them within the last week that we would 
probably drop, I think, several hundred this year. 

(Addressing Mr. Clow:) Would you have the figure? 

Mr. Crow. I thought it was a total of 2,000 over the entire period. 

Mr. Situ. This year, I mean. 

Mr. Crow. Oh. 

Mr. Smirn. We try to keep our employees posted on the employment 
situation, and within the last 2 weeks. 

Mr. Courtney. When—Mr. Reynolds, this may be your question 
When was this advertisement or the series of advertisements in the 
New York Times and in the Washington Star to which reference was 
made by Mr. Mansfield—when was it contracted for? 


| 
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Mr. Reynotps. Pardon me—when it was contracted for ? 

Mr. Courtney. When was the contract made for this series of 
advertisements ? 

Mr. Reynoups. We don’t work on a contract basis with the news- 
papers. I think the point of your question is when did we offer them 
to the newspapers, that is when did we first approach them with any 
one of the ads? 

Mr. Courtney. I misunderstood you. I understood you had a reg- 
ular advertising program. 

Mr. Reynotps. Well, when I say an advertising program, I mean 
a Western Electric Co. advertising program as part of our public re- 
lations effort. 

Mr. Courtney. Then 

Mr. Reynotps. But I do not mean necessarily a contractual rela- 
tionship with the newspapers. 

Mr. Courrney. Then you have a budget for adveritsing ? 

Mr. Reynotps. Yes, sir. 

Mr. Courtney. Is this it ? 

Mr. Reynotps. Yes, sir. 

Mr. Courtney. Which is on a particularized—— 

Mr. Reynotps. On an annual basis. 

Mr. Courtney. On an annual basis. 

Mr. ReyNowps. Yes, sir. 

Mr. Courtney. And the expenditure of those funds, then, would 
be under your control ? 

Mr. Reynoxps. That is right. 

Mr. Courtney. Then this advertisement was the creature of the 
moment, then, was it? It was not a part of the planned program ? 

Mr. Reynotps. No, sir. This is part of a program. Because we 
have been advertising the company’s achievements, both on the tele- 

hone side of our business and on the Government side of our business, 

or many years. 

Mr. Courtney. But you did feel it more appropriate in view of the 
controversy over Nike-Hercules to call attention of the public to that 
particular phase of your company’s business? 

Mr. Reynowps. I did suggest, sir, as—when the DEW line subject 
was up we had advertisements, copies of which we have here, which 
appeared in national magazines, a year or so ago. 

Mr. Courrney. Mr. Smith, what comment do you have to make on 
the implication that the competitors of the Boeing Airplane Co. had 
circulated misinformation to Members of Congress? 

Mr. Smiru. Well, sir, we don’t consider the Hercules a competitor 
of the Bomare. 

As we understand the situation, what is required is defense in depth. 
You need fighter planes and you need Bomarc, which will reach out 
considerably farther than Hercules, and then you need Hercules for 
point defense. 

And we have never considered the Bomarc a competitor. 

Mr. Courtney. You heard the testimony that it was considered by 
the director of public relations of Boeing Airplane Co. as a com- 
petitor of the Bomarc system ? 

Mr. Smirn. We do not consider Bomare a competitor of Nike- 
Hercules. They supplement, or complement one another. 
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As we understand the defense problem, both of them are required: 
One that will reach out and the other one that will take care of point 
defense. And the Nike-Hercules is the point defense weapon. 

Mr. Courtney. Did you urge the Department of Defense or any of 
its branches to continue the Nike-Hercules program after you learned 
of the prospective cuts in January ? 

Mr. Smiru. No, sir; we did not. 

Mr. Courtney. Have any presentations or any meetings with any 
Defense Department officials 

Mr. Smirn. On the Nike-Hercules? 

Mr. Courtney. Yes. 

Mr. Soiru. No, sir. 

Mr. Courtney. Now with respect to any other individuals in the 
Government, either groups or individuals, did you contact or have 
company representatives contact any person in the Government other 
than in the Department of Defense to solicit 

Mr. Smirn. Yes, sir. 

Mr. Courtney (continuing). The continuation of the program ? 

Mr. Smiru. Not to solicit the continuation of the program; no, sir, 

Mr. Courtney. Well, for what purpose did you have the contacts! 

Mr. SmiruH. When the Bomarc-Hercules controversy broke in the 
newspapers, we did talk to some of the Senators on the Senate Appro- 
priation Committee. 

We are the prime contractor for the Nike-Hercules. We are spend- 
ing a lot of the taxpayers’ money. And we thought that it would be 
proper from our own standpoint, from the Defense Department 
standpoint, and from the individuals’ standpoint, to let them know 
how we felt about the Nike-Hercules program. 

And some of our people did talk to several of the Senators on the 
Senate Military Affairs Committee, I believe it is, and pointed out 
to them that as far as the Western Electric was concerned, the prime 
contractor, on the Nike-Hercules program, that we did not consider 
Bomarc a competitor, and if there were any questions that they would 
care to ask us, as the prime contractor, we would be very happy to 
step up and try and answer them. 

Mr. Courtney. Were you requested to supply information ? 

Mr. Smirn. No, sir; we were not. 

Mr. Courtney. Then your interest at that time was in the technical 
aspects of the program, as well as the scope of the contract which was 
threatened with a cutback; is that right ? 

Mr. Smirn. Our interest, when we went to these Senators, as I 
said, was as prime contractor we felt we should step up and let them 
know exactly how we felt about the program, since we are spending | 








a substantial amount of money. And from a technical standpoint, we | 


were prepared to answer technical questions if any of them had cared 
to ask them. But we made absolutely no claims for Hercules versus 
Bomare. 
Mr. Courtney. Well—— 
Mr. Smiru. We did not even 





Mr. Courtney. Did you actually make presentations of the technical 
aspect of your program to any people in the Congress ? 

Mr. Sairn. No, sir; we have not. I am talking Nike-Hercules. 

Mr. Courtney. Nike-Hercules. 
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Mr. Sorru. Yes, sir. 

Mr. Courtney. Then we will come now to Nike-Zeus, which was 
under consideration at about the same time, was it not ? 

Mr. Smiru. Yes, sir. 

Mr. Courtney. What was done in respect of the promotion of that 
or presentation of that program to the Congress ? 

Mr. Smiru. Nothing. 

Mr. 'Tinus—T-i-n-u-s—W. C. Tinus, vice president of the Bell Tele- 
phone Laboratories, was asked by the research and development people 
of the Army to accompany them to a hearing before, I believe it was, 
the Senate military construction meeting. Mr. Tinus did appear. I 
have seen no record. It was a closed session and I have seen no record 
of what transpired. That was at the request of the Army. 

I was there, in an anteroom, but I was not asked to appear. 

Mr. Courtney. Now the use of the word “misinformation” carries 
implications above and beyond lack of information, does it not? 

Mr. Smiru. I would say so; yes, sir. 

Mr. Courtney. In consideration of the testimony that was given 
here by the Boeing Airplane Co. director of public relations and the 
use of the word “misinformation” being supplied by competitors, what 
have you to say ? 

Mr. Smirn. We have never supplied any misinformation, sir. And 
we wouldn’t, knowingly. 

Mr. Courrney. What have you to say as to the truth or the falsity of 
the charge as made against Western Electric Co. or as it could be ap- 
plied to Western Electric Co. ? ye 

Mr. Smiru. As far as misinformation is concerned, I would say it 
was false, sir. 

Mr. Courtney. No further questions, Mr. Chairman. 

Mr. Hépverr. Mr. Hess? 

Mr. Hess. No questions. 

Mr. Héserr. Mr. Gavin? 

Mr. Gavin. IT was just wondering how many of the top personnel 
you have with Western Electric, in military, that is? 

Mr. Smiru. How many in military / 

Mr. Gavin. Yes. 

Mr. Smitrn. Ex-military officers, sir? 

Mr. Gavin. Yes. 

Mr. Smiru. We have none, top personnel. The highest rank we 
have is a first line supervisor—no, second line supervisor, second from 
the bottom. 

Mr. Gavin. Well, what was the grade or rank? In what branch of 
the military was he? 

Mr. Siru. Mr. Clow? 

Mr. Crow. He was a commander in the Navy ? 

Mr. Gavin. What? 

Mr. Crow. A commander in the Navy. 

Mr. Hess. A technical man, is he? 

Mr. Crow. Yes, he is a technical man, in our field engineering force. 

Mr. Gavin. May I ask the gentleman: What do you think about 
the situation? Do you think there should be a cooling-off period 
after a man has retired before he takes a particular spot with the 

industry ? 

Mr. Sirn. Art? 
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Mr. Crow. I am afraid we are not in a good position to answer. We 
have so few of this type employee that we have had no experience. 

Mr. Gavin. Well, you know what your competitors are doing. I 
just would like to have your opinion. You think there should be a 
period of cooling off before a man takes an assignment with private 
enterprise ? a 

Mr. Crow. In my personal opinion, I would not favor discriminat- 
ing against retired officers from being able to make an application and 
be hired promptly after retirement. But there may be merit to their 
not being active from an ethical point of view in negotiations with the 
services that they may have formerly been associated with. 

Mr. Gavin. Well, some of the witnesses have thought that certain 
individuals who have certain experience in defense—there should be a 
cooling-off period. Particularly, say, for instance, like procurement. 
However, because an individual happened to be in procurement is no 
reason why he should be discriminated against. For no other reason 
that an officer in the upper echelon should be- 

(Mr. Clow nods. ) 

Mr. Gavin. Because they are all in the same category and they all 
have one objective and that is to sell the product or the aircraft or 
weapon or missile of the particular company that they represent. In 
fact, it is a team. 

So I just wondered what your opinion was on that. You feel there 
should be no discrimination between anybody, in any particular branch 
that he may serve in national defense ? 

Mr. Crow. Except for possibly being active on the other side of the 
table. 

Mr. Gavin. I have no further questions. 

Mr. Hésert. Mr. Smith, in connection with this advertisement—— 

Mr. Smiru. Yes, sir. 

Mr. Héserr (continuing). Of Western Electric, which seems to 
have sparked the whole controversy—in this particular ad, as I under- 
stand it, you did list subcontractors, didn’t you? 

Mr. Smiru. Yes, sir; we did. 

Mr. Hépert. What was the purpose of listing the subcontractors ? 

Mr. Smiru. May I ask—let Mr. Reynolds answer that question. 

Mr. Héperr. Mr. Reynolds? 

Mr. Reynotps. The same purpose, sir, that we had in mind when we 
have advertised at other times, and that is our reliance upon a broad 
base of subcontractors, not only in our defense work but in our tele- 
phone work. We feel this is information which adds to people’s 
understanding of the work that we do, our philosophy and our policy. 





From my standpoint it is a good and a firm institutional subject, 


and that is the reason it was included in this advertisement. 

Mr. Hépert. Well, was it a coincidence that this ad on Nike-Her- 
cules appeared just about the time that the controversy was at its 
height, almost, and the Appropriations Committee of the House was 
getting ready to report the appropriations bill 

Mr. Reynorps. I think it was a coincidence; yes, sir. 

Mr. Hépserr. Purely a coincidence? 


Mr. Reynowps. We have been troubled by a position which we find ' 


ourselves in, in national surveys, regarding the understanding of the 
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public, adult public, of the part which our company plays in support- 
ing national defense. 

I will not go into—unless you would like me to—that survey. 

But we found ourselves at the bottom of the list. For this reason 
we have undertaken within the past 6 months, or more, to emphasize 
in our advertising, broadly, our part in support of national defense ac- 
tivities, and the application to those defense activities of the telephone 
science or technique, which is as you know the major portion of our 
business. 

Mr. He&pertr. Well, in connection with the Nike-Hercules contro- 
versy, you recognize the fact that public opinion could be swayed in 
favor of Nike-Hercules by these ads ? 

Then what would be accomplished if the public opinion was 
swayed? Where would the public then express itself? 

Mr. Reynotps. I would expect, sir, that the public, if they are ac- 
quainted with the facts, would express themselves to their representa- 
tives in Government, to their neighbors and their friends—to any- 
body that they felt called upon to discuss the subject with. 

Vir, Hepserr. And those representatives elected by the public would 
in turn make the proper representations in favor of Nike-Hercules, 
wouldn’t they ? 

Mr. Smrru. May I attempt to answer 

Mr. Héserr. They would be swayed that the Nike-Hercules was the 
weapon ¢ 

Mr. Smiru. I don’t think so, sir. After all, this thing had been 

riven a pretty good scrubbing by the Joint Chiefs of Staff. It had 
n given a pretty good scrubbing by the Defense Department. 

As we understood the situation, both weapons were required. And 
as I pointed out before, we have been taking that position right along. 

And I would not expect that this advertisement would have much 
effect upon the Congress. 

Sure, it is entirely possible that somebody seeing it might say, 
“Look, we saw this advertisement on the Nike-Hercules. What is it 
all about?” But I can’t believe for one minute that anything that 
we would do would influence the public or the Congress to the extent 
that it would make a difference in Nike-Hercules procurement. 

Mr. Héperr. Well 

Mr. Smirn. And we wouldn’t want it, sir. 

Mr. Héperr. Well, drops of water make the full bucket of water, 
and this would be another drop put in the bucket. 

Now, you say the Joint Chiefs have fairly well scrubbed it up and 
the Defense Department had scrubbed it up, and the decision had been 
made. That is my conclusion. 

Then what purpose was served by you going to members of the Ap- 
propriations Souimittes of the Senate? 

Mr. Smrrn. As I said, sir, when this controversy appeared in the 
hewspapers—after all, we are the prime contractor, and we have a 
contract at the present moment which involves better than $100 million. 
And rightly or wrongly, we felt that we owed it to these gentlemen 
as the prime contractor and spending a substantial amount of the tax- 
payers’ money, to tell these gentlemen how we felt about it. 

And as I pointed out—I did not talk to any of them, myself. But 
as the conversations were reported to me, they simply pointed out that 
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we were aware of what the situation was, that is, the procurement on 
Bomare and the procurement on Hercules, and that we were entirely 
in agreement with it. 


However, if any of these gentlemen would like any information | 


from us in trying to resolve this problem—and it was not resolved 
until some time later, as I remember the situation—we would be very 
happy to furnish any information that they might want. 

Mr. Hésert. Well, in other words, the interest of Western Electric 
was that the contract not be cut back. 

Mr. Sairu. No, sir. 

Mr. Hévert. Well, what was the interest ? 

Mr. Sairu. In letting them know how we, the prime contractor, 
who were spending over $100 million, felt about the situation. 

As I said, maybe we were wrong. But we felt that we owed it to 
these gentlemen, to the Congress, to tell them how we felt about it. 

Mr. Héperr. Well, if it had no effect upon the cutback of the con- 
tract, why the necessity of going to the members of the Senate Appro- 
priations Committee to explain the position of Western Electric / 

Mr. Situ. We thought they might be interested, sir. 

Mr. Héserr. Interested in not cutting back the Western Electric 
contract ? 

Mr. Smiru. No, sir; interested in our position. 

Mr. Hésertr. And your position was you didn’t think it was a good 
idea to cut it back ? 


Mr. Smirn. No, sir. Our position was that the cutback had already | 
taken place, that we were prepared for it, and that we as the manv- | 


facturers of the Nike-Hercules agreed that these two systems comple- 
mented one another. 

Mr. Hésert. And it was not in the interest of continuing the 
amount, or restoring any proposed cutback ? 

Mr. Smirn. No, sir; it was not. We made up our minds, as I said, 
last January—when the first cut took place—that this was coming. 

And it is bound to come. This missile business—and we are very 
well aware of it—is very kaleidoscopic. We expect that as time goes 
on, that other things are going to supplant it. There is no question in 
our mind about that. We are working on Nike-Zeus. We feel that 
in a period of time that the Nike-Zeus is also going to be replaced by 
something else. We are prepared to meet that situation. 

Mr. Heserr. Well, if it was a final decision, I am still trying to 
understand why go to the members of the Senate Appropriations 
Committee? 

Mr. Smiru. Well, we discussed 

Mr. Hésert. The decision has been made, period. 

Mr. Smirn. I am sorry, sir; the decision had not been made as of 
this time. 

Mr. Hésert. Well, that is the point I want to bring out. The 
decision had not been made. 

Mr. Smiru. That is right. 

Mr. Hésert. So it was not a final decision, before you went to the 
members of the Senate Appropriations Committee. 

Mr. Smiru. That is correct. 

Mr. Hésert. And the only purpose—and I can’t put the words in 
your mouth. I am just making my own observation there, which 
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I think I gleaned from the testimony—is the fact that you wanted 
to put the position of Western Electric forward before this final 
decision of cutback was made. 

Mr. Smiru. I think that I would have to agree that we wanted 
these gentlemen to know how we felt about the Nike-Hercules pro- 

am. 

Mr. Hésert. That is right, and before the decision was made. You 
wanted to put your position forth as to why the cutback should not 
be made. 

Mr. Smiru. No, sir; not why the cutback should not be made. 

Mr. Heéserr. Well, I won’t labor the point. 

Why did you then go to the Governor of North Carolina and to the 
Congressman from the district in which your plant was located ? 

Mr. Smiru. We work very closely with these gentlemen and try to 
keep them posted on the employment situation in our North Carolina 

lant. Weare probably the biggest employer in that particular area. 

Ve have some, I think it is, 17,000 people. And they are naturally 
very much interested. We try to keep them posted on what the 
employment situation is. 

Mr. Héserr. Well, what construction would you place upon going 
to these individuals and informing them of a cutback in their areas 
ortheir State? You would expect them to do what ? 

_ Mr. Smrrn. I don’t know as I could say what action they could take, 
sir. 

I would suspect they might raise some questions as to the cutback. 
They are naturally interested in the employment in their particular 
areas. 

Mr. Héserr. And to whom would they raise these questions ? 

Mr. Smiru. I would suspect that the questions would probably be 
raised here in Washington. 

Mr. Hévertr. To the Defense Department ? 

Mr. Smiru. Yes, sir. 

Mr. Héverr. In an effort to keep the employment rate high, or at 
the same level, and not to cut back. Wasn’t that the purpose of your 
visit or information to them ? 

Mr. Smiru. No, sir; it was not. 

As I say, we went to them to keep them informed. 

We also talked to the Defense Department at the same time and 
pointed out to them the effect of the cut of the Nike-Hercules program 
on our employment down there, and what we would be faced with in 
the event that Nike-Zeus came along. 

Mr. Héserr. But still it is in the area that they, having this infor- 
mation, given to these individuals who are naturally concerned with 
the employment in their State or their district, would then come for- 
ward in an effort not to allow that employment to be cut; isn’t that 
correct ? 

Mr. Smirn. I would think they would raise some questions; yes, sir. 

Mr. Héserr. Of course they would raise questions. 

Whatever word you want to use, Mr. Smith, is all right with me. 

Mr. Smirn. Maybe we were ill advised, sir, in doing that. But at 
the time it seemed to make sense. 

Mr. Héserr. Are you going to continue to do it, if you were ill ad- 
vised in the past ? 
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Mr. Smirn. No, sir. 

Mr. Héserr. In other words, from now on you are not going to 
inform the Congressman from the district that is affected or the Goy.- 
ernor of the State that is affected ? 

Mr. Smirn. If it is not the proper thing to do, of course we are not 
going to. bere: 

I would need little instruction, I think, in that regard. 

Mr. Héserr. You said you were ill advised. So I asked if you were 
going todoitagain. If you are ill advised in the first place, what are 
you going to do in the second pace Q 


Mr. Smirn. Well, sir, I think that we have an obligation to keep | 


these gentlemen informed. 

Mr. Hésert. Therefore, you will keep them informed, though it is 
ill advised ? 

Mr. Smiru. I beg your pardon ? 

Mr. Heéserr. You will keep them informed, though you say it was 
ill advised in the previous case. 

Mr. Gavin. At that particular point, may I make an observation? 

Mr. Smiru. Yes, sir. 

Mr. Gavry. Your competitors also were in the picture, too, weren't 
they—Boeing? If I am wrong, Mr. Counsel, would you review what 
came up here when Boeing was before us? Didn't they make an 
approach to one of the congressional committees ? 

{r. Courtney. There is testimony to that effect. 

Mr. Gavin. Well, what is it? Give us that right now. Because if 
these people have a competitive situation develop, they are going to 
try to protect their interest and the particular missile that they are 
selling to the Federal Government and in competition with other 
industries. Therefore, they also, too—I might call to your attention: 
This was not individual. Boeing appeared before a committee or 
arranged for a meeting, didn’t they? What was it? Would you give 
us that information ? 

Mr. Héserr. Boeing appeared before Mr. Mahon. 

Mr. Courtney. I have the testimony, Mr. Chairman. 

Mr. Gavin. What? 

Mr. Courtney. I have the testimony, Mr. Chairman. 

Mr. Heéserr. Allright. Read it. 

Mr. Courtney. Page 1380: 

Mr. H&BERT.— 
addressing Mr. Beall, who is the vice president of Boeing— 

Well, don’t you know what the Boeing Co. did? Did you go to Congressman 
Magnuson, of Washington State? 

Mr. BEALL. No, sir. 

Mr. Hess. Representative Magnuson. 

Mr. Beat. Oh, Congressman Magnuson, I am sorry. I was thinking of Sena- 
tor Magnuson. Yes, we talked to Congressman Magnuson. 

Mr. H&ésert. Did you ask him to arrange a hearing before the Appropriations 
Committee of the House? 

Mr. BEALL. Not to my knowledge. 

Mr. Hésert. Did you ever have a presentation to the Appropriations Commit: 
tee, or any member of the Appropriations Committee? 

Mr. Bra. I think to a member of it, but I don’t think to the committee. 

Mr. Hésert. How are you so definite about knowing it was to a member, and 
not to the committee, and how it got there? You seem definite on some phases 
and quite indefinite on others. Now, did or did not the Boeing initiate an 
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attempt to make a presentation on the Appropriations Committee through Con- 
gressman Magnuson? 

Mr. BEALL. No, sir; they did not. 

Mr. Hépert. They did not? 

Mr. BEALL, They did not initiate an attempt. 

Such a meeting was discussed, and it was not initiated by the Boeing Airplane 


i Hésert. Who initiated it? 

Mr. Beau. I think that Congressman Magnuson thought it might be a good 
=. Hésert. And he didn’t attempt to initiate this before he talked with the 
represenattives of the Boeing Co.? 

Mr. BEALL. I don’t think so. 

Mr. HéBert. Now how wise would a Congressman be if he could initiate things 
without talking to principals? It is almost fantastic. 

Mr. PRICE 
That is the substance of the testimony. 

Mr. Hézert. They appeared before Mr. Mahon as an individual and 
not before the members of the Appropriations Subcommittee. 

Mr. Gavin. But they had conferred with their representatives from 
their district, the same as the gentlemen here conferred with their 
representatives. 

Mr. Heserr. That is obvious. 

Mr. Gavin. And they were both in a competitive position with 
respect to missiles. 

Did you have your consultation before or after the presentation was 
made to Mr. Magnuson by Boeing? When did you meet with the 
Senator, before or after? 

Mr. Smiru. The meetings that we had with the Senator, sir, took 
place shortly after the Nike-Hercules controversy broke in the news- 
papers. 

ur conversations with the Governor of North Carolina—and, inci- 
dentally, he takes a very great interest in the industrial situation in 
North Carolina 

Mr. Hénerr. He wouldn’t be Governor very long if he didn’t. 

Mr. Smiru. Beg your pardon? 

Mr. Héserr. He wouldn’t be Governor very long if he didn’t. 

Mr. Smirn. That is right. 

Mr. Hrserr. Nor would the Congressman be there very long if he 
didn’t. He would be at home. 

Mr. Smiru. And our meetings with them—I think we met with 
ream late last year and discussed the employment situation with 
them. 

Then again when this Nike-Hercules controversy broke, we again 
acquainted them with the situation. 

Mr. Gavin. You were appealing to those that you thought could 
possibly be of assistance to you in defense of your position, on the 
Nike-Hercules, in competition with Bomare, in view of the fact that 
the Boeing were evidently alerted and you were going to be alerted, 
too, isn’t that true ? 

Mr. Sairn. Sir, that was not our motive. Our motive was to keep 
them posted to what the situation was and let them handle it as they 
saw fit. We were not interested in retaining a production schedule for 
something that is not needed. 

We have never worked 

Mr. Gavin. I didn’t hear that. What was that? 
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Mr. Smiru. I say, we are not interested in retaining or in keeping a 
roduction schedule for any piece of equipment that is not required 
y the U.S. Government, and we would be the first to step forward if 

we thought that it did not have a place in the picture and say g0, 
sir. 

Mr. Gavin. But you definitely did have the opinion that Nike- 
Hercules did have a place or a position in our defense setup ! 

Mr. Sirn. Yes, sir; we are satisfied that it does. 

Mr. Héprert. Now, Mr. Smith, in asking these questions, again J 
want to emphasize, as I have tried to emphasize repeatedly during 
these hearings, the fact that something is done does not necessarily 
mean it is evil to do it. 

Mr. Smiru. I understand that, sir. 

Mr. Héserr. It is a normal procedure, to go to the Member of Con- 
gress from a certain district where there is a cutback. But let’s be 
frank and open and aboveboard and admit the reason you go to him is 
because you want his help. And he responds to the pressure of his 
constituency, who elects him. Now those are the facts of life. Now 
whether they are right or wrong is not to be determined at this 
moment. But these are facts. 

I think every Member of Congress has made presentations in the 
interest of his own district. If he didn’t, as I suggested, he wouldn't 
be here long. 

So you don’t want to leave the impression with the committee that 
you merely passed out information to Governor Hodges and to the 
Congressman from the district—who is it, Jonas—Congressman 
Jonas, just for their information. You knew very well—you are an 
adult. You have had wide experience. You knew very well what 
that information would be used for, didn’t you ? 

Mr. Smiru. Yes, sir. 

Mr. Hésert. Why didn’t you say that in the beginning? We 
wouldn’t have had all this wrangling. 

Mr. Smiru. I beg your pardon ? 

Mr. Hésnert. I said if you has said that in the beginning, we wouldn't 
have had this harangue. 

Of course, you knew what it was to be used for, and that was to keep 
that plant open, if there was any possible way to keep it. 

Mr. Soniru. I think I did say that. I pointed out we were very 
much interested in this cut in personnel, because we anticipated that 
there might be funds appropriated for the Nike-Zeus program. 

The Nike-Zeus program in our opinion is a very important program 
from the standpoint of the defense of the country. Apparently that 


point of view has been substantiated, because the Congress has ap-, 


propriated funds to get it off the ground this year. 

We were interested in letting these gentlemen know that if this 
cutback took place, that it would mean that we were going to drop 
2,000 and possibly 3,000 people, and then we would again, instead of 
2 years, have to build them back up again—people who have been 
trained for the very type of work that is required in connection with 
the Nike-Zeus program. 

Mr. Hépert. That is readily admitted. 

All we are trying to find out is what the facts are in this case. 

Mr. Smrrn. I thought I said that, sir. 
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Mr. Héserr. If you said it, I didn’t comprehend it. I am a little 
slow in comprehending. : , 

Mr. Smiru. I thought I made that point quiteearly, sir. | 

Mr. Hésert. But the fact remains that it was in the interest of 
national defense, but also in the interest of Western Electric, to con- 
tinue its contract to its capacity, or to whatever the Defense Depart- 
ment had decided. And you were protecting yourself against cutbacks 
and resorting to every measure that you know how to prevent those 
cutbacks, in the interest of national defense, of course. 

Now, isn’t that true ? 

Mr. Smiru. Yes, sir. 

Mr. Hépserr. You went to the Senators on the Finance Committee 
of the Senate, and on the appropriation bill. You went to the indi- 
viduals in areas which would be affected in employment. And you 
went to them because you did want their help. Isn’t that correct ? 

Mr. Smiru. Yes, sir. 

Mr. Héperr. Now, in connection with the advertising, Mr. Reynolds, 
these ads on Nike-Hercules were placed in the New York Times, the 
Washington Star, and the Wall Street Journal—the Washington 
Post, also ? 

Mr. Reynowps. The Washington Post. 

Mr. Héverr. Not the Star? 

Mr. Reynouips. Not the Star. 

Mr. Héverr. Not theStar. The Washington Post. 

And you also made the statement, as an analogy, I assume, that 
you did similar advertising on the DEW line. 

" Mr. Reynoips. Yes, sir; we have. 

Mr. Hézerr. Now is there any significance to the fact that the DEW 
line was not a controversial subject and was confined to magazines, 
whereas the Nike-Zeus-Bomare was a controversial subject and was 
put in newspapers ¢ 

Mr. Reynoups. We have advertised the Nike systems in our na- 
tional advertising in times past, on a number of occasions—I think 
the earliest one that I have here was in 1954—as an achievement of 
which we are proud. And as we have similarly selected other items 
to call to the attention, to get across the story of our 

Mr. Hépert. We share your pride. But you made the point of the 
DEW line being advertised. 

Well, the DEW line was not a controversial subject ? 

Mr. Reynoups. That is true, sir. 

Mr. Hewerr. And it was advertised in magazines which had a 
limited circulation as compared to the vast circulation of the Post, 
the Washington Post, and the New York Times, and the Wall Street 
Journal. You did not advertise the DEW line in those publications, 
did you? 

Mr. Reynoups. No, we did not. 

Mr. Héperr. And you place no significance, then, on the fact that 
you did not. place a noncontroversial issue before the public as com- 
pared to the DEW line, to the controversy between Nike, Hercules, 
and Bomarc? 

Mr. Reynowps. Your question, if I understand it, has to do with 
our selection of newspapers and at this time—am I correct. in that, 
sir—rather than magazines ? 
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Mr. Héserr. My question has to do with the media which yoy 
choose. 

Mr. Reynoxps. Yes. 

Mr. Heépert. To influence public opinion. 

Mr. Reynotps. I referred slightly, a little earlier, to the dissatis. 
faction we had with our position in this national survey. When we 
reviewed our program, as we do with the various armed services, our 
advertising program as it relates to national defense subjects, it was 
suggested to us that there might be more room on selection of subjects 
in the area of the Nike missile system. 

Mr. Hézert. Who suggested that? 

Mr. Reynotps. This was in discussion, a routine review of our for. 
ward program with the Public Information Office of the Army. 

Mr. Heserr. Now we are getting somewhere. So this program was 
discussed by the Public Information Service of the Army? — 

Mr. Reynotps. Yes, sir. : 

Mr. Heésert. And it was suggested that you advertise—take 
broader field in advertising these weapons ? 

Mr. Reynoxps. It was suggested ; yes, sir; that we might discuss the 
Nike system more than we had been doing in the recent years. 

Mr. Héserr. And it came from the Public Information Office of the 
Army ? 

Mr. Reynoups. Yes, sir; during discussion of our program. 

Mr. Héserr. That was to advance the Army weapon, wasn’t it, and 
to bring it out into the public gaze; wasn’t it ? 

Mr. Reynoxps. I have to assume so, sir. 

Mr. Héserr. So the public really would have known nothing about 
this great rivalry and this great controversy, interservicewise, if it 


. 
| 
' 


| 


| 


| 


hadn’t been for the media of the advertising which you furnished to. 


the general public to let the public know a fight was going on. 
Mr. Reynops. I can’t make that assumption, sir. 
Mr. Héserr. Well, I am not asking you to make the assumption. 
Mr. Reynorps. I can’t make that assumption, sir, that there is any 


one advertisement or any one incident that would produce the result | 


that you referred to. 

Mr. Gavin. What was the testimony of the Air Force on that par- 
ticular subject matter, regarding the Bomarc? The same questions 
were asked of Boeing, whether or not—what their contacts were with 
the Department of the Air Force. 

Mr. Hésert. The testimony as I recall was that the Air Force was 
glad to see it. 

Mr. Gavin. The what? 

Mr. Hézerr. The Air Force was glad to see the advertising. 


Mr. Gavin. But I mean in connection—can the counsel recall what | 


the testimony was, what contacts were made with the branches of the 
Department of the Air Force relative to the presentation of this 
Bomare advertisement? Which is somewhat similar to the Nike 
Hercules. 

So the Army wasn’t alone in trying to influence the Nike-Hercules, 
any more than the Air Force. . 

Mr. Hézerr. Nobody is saying anybody stands alone, Mr. Gavin. 

Mr. Gavin. Let’s not try to individualize on any particular branch 
of the service. They are both in competition one with another and 
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they were both trying to present their case to the best of their ability, 


» to convince, maybe—I don’t know. There is very few Bomarc mis- 


| siles sold house to house, or door to door, here. They were trying to 


itis. 
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reach somebody ; And who it was I presume they know better than I 
do; but both of them participated. 

Mr. Hésert. Nobody is denying that. 

The proposition, Mr. Gavin, that we are trying to develop here is 
that the services, themselves—a subject matter which you, yourself, 
introduced in another hearing. 

Mr. Gavin. That is right, but—— 

Mr. Hévert. That it had the consent, but certainly not the incentive 
or initiative from the service concerned. 

And all that is trying to be developed here at this time, with diffi- 
culty I might say 

Mr. Gavin. Then, let’s indicate that you have both branches of the 
service. 

Mr. Hésertr. That is admitted, both. 

Mr. Gavin. That is what I am trying to point out. 

Mr. Héserr. We are talking now about the Army missile. When 
we had the Air Force we talked about the Air Force missile. And the 
two, laid side by side to each other, indicates quite clearly to my mind 
and I am expressing my own opinion, that the services, themselves, ha 
a part in this campaign, by concurring or at least initiating or suggest- 
ing that this outside advertising be brought to the attention of the 
pli, which had no possible way of getting all the facts on either 
missile. 

Mr. Gavin. I think at that time I asked the Air Force whether or 
not they had conferred with Boeing in the preparation of the ad. 

Mr. Hépert. That is correct. 

Mr. Gavin. Just how 

Mr. Hess. They said “No.” 

Mr. Hésert. They said “No.” 

Mr. Gavin. How closely they were allied. 

Mr. Hésert. They said the only thing they did was clear security ; 
that isall. That is the testimony of the Air Force. 

Now, we want to find out what the Army has done. In this particu- 
lar instance I think it clearly shows, certainly to my mind, exactly 
what is going on and where the fuel is being added to the fire, of inter- 
— rivalry, and where these are strictly military decisions to be 
made, 

Mr. Gavin. And should be made by—— 

Mr. Hépert. By the military. 

Mr. Gavin. By the Research and Development. 

Mr. Hésert. That is correct. 

Mr. Gavin. In connection with the Department of Defense. 

Mr. Hépert. Yes. 

Mr. Gavin. This is a new departure that has come into the picture. 
Which concerned me when I first brought it to the attention of the 
committee when the Bomarc advertisement appeared. 

Mr. Hésert. That is why we sit here today, to find out exactly how 
far-reaching and how effective these influences are, for good or for bad. 

Now, the gentleman has testified that it was suggested by the Public 
Information Office of the Army that some advertising be done in this 
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particular area. And it turns up that it was in the Nike-Hercules 
area, which was a controversial subject. 

So now we find—— 

Mr. Gavin. And proposed cutbacks; is that right ? 

Mr. Héserr. Proposed cutbacks. 

Mr. Gavin (addressing witness). You were concerned about it, and 
therefore it affected the economic and industrial life of the area in 
which your plant is located, and the State, and therefore you went 
to the State representatives and the State senators to talk with them 
also about what the possibilities are. 

Mr. Reynotps. That is Mr. Smith’s testimony, as I understand it, 

Mr. Suir. Yes, sir. 

Mr. Hévert. He went to the national representatives and not the 
State. He went to the Senators 
Mr. Gavin. I mean national—Congressmen and U.S. Senators. 

Mr. Hépert. Now, that is what concerns us, Mr. Smith, concerns 
the committee. We all recognize the fact of this so-called interserv- 
ice rivalry—“healthy competition.” And it is one of the great prob- 
lems that we face in the Nation, we get some concerted harmony and 
concerted unity within the services. 

Yet the testimony is that the Army in this particular instance con- 
tributed to the spreading out to the public information which certainly 
didn’t tend to unity. 

Now, in one particular ad, of course not, but in the overall pic- 
ture—and I suggested perhaps it was just coincidental, and you said 





it was. But certainly if the advertising of these weapons of war—in | 


which there is only one customer, one sole customer, and that is the 
U.S. Government, but advertising them to the public which cannot 
make a proper decision because the public is not in possession of all 


the facts, and the public cannot be in possession of the facts because | 


certain classified information is available to the men who make the 
decisions. 

So what good is it? And I ask the question. You don’t have to 
answer it. I don’t expect you to. What good is accomplished if thes 
matters are thrown out on the basis of half-truths, in the fact that you 
don’t get the whole truth, and get a public that will be more confused 
than it is now in many areas of our service rivalry. 

Any further questions, Mr. Courtney ? 

Mr. Courtney. No. 

Mr. Gavin. I presume it is to create good will with the particular 
branch of defense to whom they are selling a weapon. 

T don’t know what your opinion is. 

Mr. Reynorps. Well, I felt I was undertaking an institutional job 


on behalf of the Western Electric Co., Mr. Gavin, and selected the’ 


illustration of the Nike system in support of that program. 

Mr. Gavin. Let me ask you a question. The Bomarc—the Boeing 
advertisement: They stressed particularly 3,600—I think, if I am cor- 
rect—subcontractors. And you emphasize “8,000 company team.” 
What is the motive or objective for those two? They are both very 
significant in the advertisement. What was the objective? What 
were you trying to reach there? 
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Mr. Reynotps. Well, may I mention, sir, the headline of the ad 
that you have referred to, as “National Defense, and the Telephone 
Habit of Teamwork.” 

I am undertaking to illustrate this theme, this idea, with reference 
to the Nike project. 

I might well have used one of the other defense projects, which we 
have taken, where there is a similar story, similar set of facts. 

Mr. Gavin. How is it you haven’t reached out to a greater extent in 
securing the top flight military in your organization ? 

Mr. Reynotps. May I suggest-—— 

Mr. Smirx. Mr. Clow. 

Mr. Crow. I think I should answer that. 

I think there are two things to recognize. One is our firm, long- 
standing policy of filling jobs through promotion from within, train- 
ing and developing people for greater responsibility. So that as 
vacancies develop, we attempt to fill them from our own people. 

That probably is more possible within our scheme of things since 
our personnel applied to defense effort represents only about 15 per- 
cent of our total personnel. 

However, when we do find it necessary to go in the open market, 
either to colleges or through our normal employment processes, we 
consider whoever applies, regardless of whether they have been prior 
officers of the armed services, on the basis of their qualification. 

Mr. Gavin. I haven’t any further question. 

Mr. Héserr. Mr. Smith. 

Mr. Smiru. Yes, sir. 

Mr. Hésert. Is Western Electric a contributor to the ALA ? 

Mr. Smiru. No, sir; we are not. 

Mr. Hérert. Why not? 

Mr. Smirn. Well 

Mr. Hépserr. You are the only one that has escaped. 

Mr. Smiru. We are not in the aircraft industry, you know. We are 
in electronics manufacture—telephone manufacture. 

Mr. Hépert. So you are—you don’t have to contribute dues based on 
your gross sales, as the other people do? 

Mr. Smiru. I beg your pardon ? 

Mr. Hépert. You don’t have to contribute dues on your gross sales 
as the other people do? 

Mr. Smiru. We do not belong to ATA; no, sir. 

Mr. Héserr. Do you contribute to the Army Ordnance Association ? 

Mr. Smiru. Yes, sir; we belong to the Army Ordnance Association. 
We have for a number of years. 

Mr. Hésert. Do you belong to the National Security Industrial 
Council ? 

Mr. Smiru. Art? 

Mr. Crow. Yes, we do. 

Mr. Reynotps. Yes, sir. 

Mr. Ctow. We belong to several such organizations. I believe those: 
directly related to our defense activity result in expenditures of about 
$2,800, out of a total budget of $150,000. 

Mr. Hénerr. Any further questions, Mr. Courtney ? 

Mr. Courtney. No further questions. 
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(The answers to the questionnaire of Western Electric Corp. are 


as follows:) 
WESTERN ELEctTRIC Co., RADIO DIVISION, 
New York, July 6, 1959, 
Hon. F. Epwarp HéseErt, 
House of Representatives, Committee on Armed Services, 
House Office Building, Washington, D.C. 

Dear Mr. Hésert: This is in reference to your letter of June 10, 1959, to the | 
American Telephone & Telegraph Co. In a replying letter dated July 2, 1959, 
Mr. J. W. McRae, vice president of the American Telephone & Telegraph Co, 
advised you that statistics on defense contracts and subcontracts would be for. | 
warded to you from the Western Electric Co. under separate cover. 

Attachment No. 1 lists the active Department of Defense contracts held by the | 
Western Electric Co., in reply to question No. 1 of enclosure No. 1 of the June 10 
letter. 

Attachment No. 2, in reply to question No. 2 of enclosure No. 1 (of the June 10 
letter) lists the subcontractors by the main purchasing locations at which the 
value (individually or cumulatively) of uncompleted subcontracts with any firm 
equals or exceeds $1 million. 

Sincerely yours, 





C. R. Smiru. 
ATTACHMENT NO. 1 


Uncompleted Department of Defense contracts ($25,000 and over) 
WESTERN ELECTRIC CO. 
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Uncompleted Department of Defense contracts ($25,000 and over)—Continued 
WESTERN ELECTRIC CO. 
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Uncompleted Department of Defense contracts ($25,000 and over) —Continued 
WESTERN ELECTRIC CO. 
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Uncompleted Department of Defense contracts ($25,000 and over)—Continued 
WESTERN ELECTRIC CoO. 
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? Contract number or groups of contracts for same product. 


3 Individual or group value. 
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Subcontractors having active subcontracts of gross value of $1,000,000 or more 
(individually or cumulatively), by purchasing offices 


BELL TELEPHONE LABORATORIES 





Name and address ! 





Gross value 
of contracts 
(dollars in 
thousands)? 


Article or services contracted for 3 





American Machine & Foundry Co., 261 
Madison Ave., New York, N.Y 

Burns & Roe, Inc., 160 West ‘Broadway, 
New York, N.Y. 

Collins Radio Co., Cedar Rapids, Iowa 


Continental Can Co., Coffeyville, Kans_____.- 
Douglas Aircraft Co., Inc., Santa Monica 
Division, Santa Monica, Calif. 


General Electric kd Electronics Park, Court 
St., Syracuse, N.Y 

Goodyear Aircraft Corp., 1210 Massillon Rd., 
Akron, Ohio 

Lear Inc., 110 Ionia Ave., Grand Rapids, Mich_ 

Narmco Manufacturing Co., 5159 Baltimore 
Dr., La Mesa, Calif. 

Philco oN 22d St. and Lehigh Ave., Phila- 
dephia, I 

Radio Carp. of America, Moorestown, N.J___- 


Remington Rand Univace, division of Sperry 
Rand Corp., Univac Park, St. Paul, Minn. 
Sperry Gyroscope Co., division of Sperry 
Rand Corp., Great Neck, N.Y. 

Stavid Engineering C Co. Inc., U.S. Highway 
No. 22, Plainfield, N.J. 

Steel Products Engineering Co., division of 
Kelsey-Hayes Co., Springfield, ‘Ohio. 


Wheeler Laboratories, Inc., 122 ae Mill 
Rd., Great Neck, Long Island, N 





4, 329 
2,774 
1, 644 
4,491 
122, 005 


4, 906 
18, 907 
6, 663 
1, 187 
1,017 
8, 650 
20, 225 
5, 128 
1, 341 
1, 870 


1, 887 





Research and development on hard base 
antenna. 
Architectural and engineering services. 


Design and development of tactical data 
communication systems. 

Engineering and development of tracking 
antenna mount. 

Research and dev elopment services, prin- 
cipally in connection with airframe and 
ground equipment. 

Design, development, and manufacture of 
radar prototypes. 

Design, development and manufacture of 
antenna prototypes. 

Design, development, and fabrication of 
stable reference systems. 

Designing and furnishing reflector assem- 


blies 

Field engineering services under various 
contracts. 

Design and development of transmitters 
and closed-circuit television system. 

Design, development, and manufacture of 
guidance computer prototypes. 

Design, development, and manufacture of 
power portions of target-tracking radar, 
Services of engineering and _ technical 

personnel. 

Research and development work on new 
track antennas and tracking radar 
mounts. 

Research, development, and consultation 
services on various projects. 
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Name and address 


gross value 
of contracts 
(dollars in 


———, 


Article or services contracted for? 


EMP 




















thousands)? 
oe Inc., 8451 San Leandro St., Oakland, 9,351 | Building construction. 
alif. 
Sound Construction & Engineering Co., 4, 868 Do. 
Riedesel Construction Co., Lowe Construc- 
tion Co., 2325 9th Ave., Billings, Mont. 
(joint venture). 
Lowe Construction Co., Riedesel Construction 8, 222 Do. 
Co., 2325 9th Ave., Billings, Mont. (joint 
venture). 
Burns & on Inc., 160 West Broadway, New 12,824 | Architectural and engineering services. 
York, N 
Page oe hE Engineers, Inc., 710 1,128 | Path loss testing of 6 sites. 
14th St. NW., Washington, D.C. 
Radio Engineering Laboratories, aes 29-01 4,058 | UHF tropospheric radio equipment, 
Borden Ave., Long Island City, N.Y 
Simplex Wire & Cable Co. Newington, N.H.. 2,177 | Submarine cable. The 
Bell Telephone of Canada, Ltd., Beaver Hall 1,400 | Engineering construction, installation, 
Hill, Montreal, Canada. maintenance, and operation services a Man C 
terminal facilities. Mr 
Mr. 
WESTERN ELECTRIC CO.—RADIO DIVISION Mr. 
: more | 
Gorham Manufacturing Co., Providence, R.I. 1,542 | AN/TRC-24 radio transmitter and receiver M M 
tuners. Mr. 
Continental Can Co., Inc., 5535 West 65th St., 12,945 | Target antenna mounts, antenna bag Gen 
Chicago, Tl. platforms, and antenna bases. 

Visioneering Co., 1800 East 27th St., Cleve- 1,674 | Utility cabinets, antenng, base platforms, porter 
land, Ohio. and electrical test tables. M 
Steel Products Engineering Co., division of 10,140 | Antenna mounts, tracking antennas, syn Mr, 

Kelsey-Hayes Co., 1205 West Columbia St., chro drives, and antenna bases. Marti1 
Springfield, Ohio. 7a 
Fruehauf Trailer Co., Cedar Rapids, Iowa, 2,251 | Trailer dollies and fire-control trailers, Mr. 
and 5139 South Boyle Ave., Los Angeles, M 
Calif. r, 
General Electric Co., Defense Electronics 2,419 | Prototype high-power acquisition radar, | Mr 
Division, Court St., plant, Syracuse, N.Y. spares and field engineering assistance, “ 
Douglas Aircraft Co., Inc., 3000 Ocean Park 280,000 | Missiles, ground area equipment, trailers, Mr. 
Blvd., Santa Monica, Calif. spare parts, manuals, and artwork. M 
Bowser, Inc., 1302 East Creighton Ave., Fort 2,472 | Acquisition antennas and pedestals. r. 
Wayne, Ind. | the M: 
American ne _ Foundry Co., Buffalo 1,313 | Cabinets, cabinet frames, cabinet; parts, | , 
and a | _ elevators, antenna drives, and housing. Mr. 
Whittaker yro ‘Division, Telecomputing 5,868 | Gyro systems. M 
Corp., Van Nuys, Calif. r, 
Simplex Wire & Cable Co., Newington, N.H- 15, 289 | Submarine cable. Mr 
Magnavox Co., Fort Wayne, Ind_--..------ 2,671 | Receivers and sonobuoys. 4 








Mr. 





TELETYPE CORP. 


Mr. - 
You 





None. 





give be 
will be 





1 Name and business address. 
2 Gross value of contracts. 
3 Article or services contracted for. 


Mr. Hésert. Well, thank you, gentlemen, very much. 
The committee will stand in recess until tomorrow morning at 10 


o'clock. 


(Whereupon, at 11:35 a.m., the subcommittee adjourned.) 
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EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
PERSONNEL BY DEFENSE INDUSTRIES 


THURSDAY, AUGUST 13, 1959 


House oF REPRESENTATIVES, 
ComMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 


Washington, D.C. 


The subcommittee met at 10 a.m., Hon. F. Edward Hébert (chair- 
man of the subcommittee) presiding. 

Mr. Hésert. The committee will be in order. 

Mr. Courtney. 

Mr. Courrnry. Mr. Chairman, we have the Martin Co., of Balti- 
more here this morning, Mr. Bunker, the chairman of the board, and 
Mr. Miles, its counsel, and Mr. Bergen, its president. 

Gentlemen, if you will rise and give your identification to the re- 
porter, then you may be sworn. 

Mr. Bunker. I am George Bunker, chairman of the board of the 
Martin Co. 

Mr. Bercen. I am William Bergen, president of the Martin Co. 

Mr. Hesert. Raise your voices, please. I can’t hear you. 

Mr. Bunker. Did you hear me, Mr. Chairman ? 

Mr. Hésert. I did not. 

Mr. Bunker. I say, I am George Bunker, chairman of the board of 

_ the Martin Co. 

Mr. Hépert. And you, sir? 

Mr. Bercen. I am William Bergen, president of the Martin Co. 

Mr. Hésert. Will the other gentleman testify ? 

Mr. Miuxs. No, sir. 

Mr. Hésertr. The two that will testify, please take the oath. 

You and each of you do solemnly swear that the testimony you will 
give before this subcommittee in the matters now under consideration 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ? 

Mr. Bunker. I do. 

Mr. Bercen. I do. 

Mr. Héperr. You may be seated. 

Mr. Courtney. 

Mr. Courrnry. Mr. Chairman, Mr. Bunker has a prepared state- 
ment this morning responsive to the subject under consideration by 
the subcommittee. May he read it? 
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TESTIMONY OF GEORGE BUNKER, CHAIRMAN OF THE BOARD, AND | pecul 


WILLIAM BERGEN, PRESIDENT, MARTIN C0. — 
ent s 
Mr. Bunker. Thank you, Mr. Courtney. Wi 


My name is George M. Bunker, and I am chairman of the board of | of th 
directors of the Martin Co. I have had the privilege of appearing, there 
before this committee on previous occasions and have been invited to | essen 
be here today for the purpose, as I understand it, of informing the| tary 
committee as to the number of retired military officers presently em- | pert 
ployed by the Martin Co. and the nature of their duties, as well as to | obtal 
express any views we may have with respect to the subject of the | strate 
employment of retired senior military personnel by industry. There probl 
may be other matters in which the committee is interested which]  leade 
shall be glad to attempt to answer. Ite 

The Martin Co. has 62 retired officers on its payroll, 23 formerly hay. 4 pen 
ing served in the Army, 17 in the Air Force, 17 in the Navy, and 5 in _ the e 
the Marine Corps. I am referring only to retired military personne 2 for! 
who had the rank of captain or above in the Army and Air Fore ticing 
and lieutenant or above in the Navy. Forty of these employees ar even | 
assigned to the engineering divisions of the company, 3 to industrial of ma 


relations, 4 to manufacturing, 6 to field service, and the few remain. Cer 
ing are engaged in matters relating to quality control, finance, and officer 
other miscellaneous activities. qualif 


The average monthly salary of retired officers employed by the Mar. the m 
tin Co. is $781, and the highest monthly salary paid to any is $2,083, years 
We have been fortunate in having the services of four retired gen ovet 
eral officers. Major General Dent and Major General Tibbetts wer 0 | 
both formerly attached to the Air Force. Genetal Dent is director of | talkin 
missiles and electronics of the Baltimore Division and General Tib-| of ret 
betts is director of field operations of the Activation Division, Integr 
General Dent’s duties charge him with responsibility for the tech gest t! 
nical and administrative direction of approximately 1,500 engineers ‘IY | 
and scientists engaged in the development and design of various mis | 2!! cos 
siles and allied electronic equipment. lackin 
General Tibbetts has responsibility for the installation of Titan) ! his 
bases being established by the Air Force in various sections of the indust 
country. The responsibility of field operations extends to coordina, , We 
tion and integration of the Martin effort and that of contractors and, the Ri 
subcontractors. sile. 
General Dent and General Tibbetts are the two highest paid retired erate 
officers employed by the Martin Co. The other two pehere! olliseal ar had a 
Brig. Gen. 8. S. Ballentine, a senior engineer of the company working feelin; 
on the Mace program, and Brig. Gen. E. S. Piper, who serves in 4 helpin 
similar capacity. ment ¢ 
We have four retired rear admirals, one of whom has been asso We 
ciated with the company for 6 years, and the other three for more than ®"®My 
2 pone. One is a senior engineer assigned to the Mace program, am SUPeT! 
other is assigned to the Lacrosse missile project, another is engaged in To con 
a continuous study of the weapons requirements of the Navy, and the have t 
fourth is engaged in the study of the weapons necessary for antisub- This r 
marine warfare and of the tactical employment of such weapons. trial, s 


Each of the retired officers employed by the Martin Co. has been cratic 
employed by our company because his education and past experience “ 
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peculiarly equip him to perform the technical function or other as- 
signment in which he is engaged. Actually, Martin adopts no differ- 
ent standard for employing military personnel than for civilians. 

We have long been convinced that there are many former members 
of the armed services who can be of great service to industry and 
thereby to the Nation in the design, development, and production of 
essential weapons systems. The very nature and scope of their mili- 
tary experience are such that they possess what might be termed “ex- 

ert knowledge” in the field of armaments. Most of them necessarily 
obtained their high rank by virtue of the fact that they had demon- 
strated the requisite knowledge of the technical, tactical, or logistics 

roblems with which they were concerned, as well as the qualities of 
Halershin. 

I take it no one would seriously suggest that a retired judge drawing 
a pension should be precluded from practicing law or appearing in 
the court where he formerly sat. I take it no one would suggest that 
a former Member of Congress should be denied the privilege of prac- 
ticing his profession or engaging in whatever may be his business 
even though he is drawing a pension which he has earned by virtue 
of many years of dedicated public service. 

Certainly, in my mind, it is just as desirable for a retired military 
officer to be engaged by industry in a position which he is eminently 
qualified to fill, even though that position requires him to deal with 
the military arm of the Government, as it is for an industrialist, after 
years of successful business activity, to assume a high public post in 
Government. 

In the final analysis, it is really a matter of integrity that we are 
talking about, and I have every reason to believe that the integrity 
of retired military personnel is of the highest caliber. In any event, 
integrity cannot be instilled by legislation. However, I would sug- 
gest that if there are any real doubts about the integrity of our mili- 
tary personnel, these doubts should be exhaustibly explored and at 
all costs eradicated, for the damage in disservice that a military officer 
lacking the requisite integrity could do to his country is far greater 
in his military capacity than it could ever be as an employee of 
industry. 

We are all aware of the enormous consequences to our country of 
the Russians’ early development of the intercontinental ballistic mis- 
sile. The result of this event upon all of us could hardly be exag- 
gerated. It has to a large degree shaped our foreign policy and has 
had a tremendous impact upon our economy. I speak with some 
feeling on this matter because our company is deeply engaged in 
helping to bring into operational being at the earliest possible mo- 
ment a strong intercontinental baflistic missile capability. 

We in this country are engaged in a titanic struggle with a potential 
enemy who concentrates all of its resources in the development of 
superior weapons for the purpose of imposing its will upon the world. 
To compete effectively—and in this we cannot fail—we, too, must 
have the same concentration of all the capabilities we can muster. 
This requires the total efforts and the closest cooperation of indus- 
trial, scientific, and military groups. While safeguarding our demo- 
cratic processes, we must at the same time not deprive ourselves of 

441125949 











766 RETIRED PERSONNEL IN DEFENSE INDUSTRY 





the opportunity of attracting all of the available talent that exists in Hi: 
this country in behalf of an impregnable national defense. (M 
That ends my statement, Mr. Chairman. M 
Mr. Héserr. Mr. Courtney. Mr 
Mr. Courrney. Mr. Chairman, if you will bear with me one mo- Mr 
ment, we will have the committee analysis of the answers to the ques- S rm 
tionnaire. sod. 


I notice your statement indicates 62. I don’t know whether we : 
found the secret weapon or not, but we have 63; 2 major generals, 2 Mr. 
brigadier generals, 6 colonels, 25 lieutenant colonels, and_11 majors, Mr 
or 46, from either the Army or Air Force. And from the Navy, 5 rear & 
admirals—1 in the upper half and 2 promotion in grade for bravery; Mr. 
you have 4 commanders; that is, wets 4 commanders, and 8 liev. 7’ 


tenant commanders, or a total of 17. Of these 47 were voluntarily _ 
retired and 16 were involuntarily retired, and 7 carry a disability ard 
status. | Mr 

In the administrative end, the questionnaire as analyzed by the sub- Mr 
committee, indicates that 8 are in administrative positions, 42 in tech- Mr 


nical positions, | is identifiable, at least, from the answers as possibly Mr. 
in the sales end of the company, 12 are miscellaneous, and 5 require 1 ” 
further information for resolution. =< 

We come up with an average pay of $798, versus your $793. So I Mo Hi 
would say we are in substantial agreement on the analysis. ee 


Now, Mr. Butler, the business of the Martin Co. is exclusively a 
Government: is that correct ¢ Mr. 

Mr. Bunker. That is correct. Rob 

Mr. Héserr. Mr. Courtney, before you leave the officers, I would aie 
like to read into the record at this time the questionnaires of the we 
: : Biaities Dn toes teeta t > waneive tn Marti per mo 
eight general officers, the salary which they receive from Martin, the Mr 


retirement which they draw, and whether disabled or not, or whether ; Mr 
voluntary or involuntary. ee 





Mr. Courtney. You have that, Lloyd ¢ Mone 
Mr. Kun. Major General Tibbetts ae oy 
Mr. Héserr. Give hisfirst name there. Mr} 
Mr. Kun. Kingston Eric Tibbetts. Mr 
His monthly retirement pay is $903.15 a month. He was involun- Me 
tarily retired with partial disability of 80 percent. oaks 
I believe his company salary has already been given, Mr. Chairman, | "4, : 
Mr. Courtney. It is in the questionnaire. Mart; 
Mr. Hess. We have it. Mr 1 
Mr. Heéverr. I think Mr. Bunker merely referred to him—— What j 
Mr. Kvun. Well, it is $2,085 a month. Mr ] 
Mr. Héserr. What is that / Mr. 
Mr. Kunn. $2,085 a month. * Miller 
Mr. Héperr. $25,000 a year. contact 
Mr. Kunn. $25,020 a year. be ne 
: ‘ h uwh 
Mr. Hésert. Give the next one. ‘Mr 
Mr. Kuuw. Frederick R. Dent, Jr., major general. Monthly re just dis 


tirement pay of $715.26. He was involuntarily retired. Partial dis yj¢), \ 


ahlit<; re oes Ca a . a, eens ae nuthin se er . 
ability of 50 percent. His annual salary with Martin is $25,000 pet ne wig 


year, M 

A pgs vee ‘ ; : ai Mr. I 
Earl] S. Piper, brigadier general. Monthly retirement pay, 5644.90. yp, I 
Does he show his company salary ? Mr. I 
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His company salary hasn’t been—— 

(Mr. Redman indicates. ) 

Mr. Kuun. Oh, his company salary is $750 a month. 

Mr. Héserr. That is approximately what? 

Mr. Kuun. That is approximately $9,000 a year. 

Samuel S. Ballentine, brigadier general. Monthly retirement pay, 
$644.90 a month. His monthly retirement pay is $785 a month, which 
is roughly $9,000 to $9,500. 

Mr. Hess. That is salary. 

Mr. Kunn. His salary, yes. 

Mr. Heserr. Voluntarily or involuntarily retired, and the pay ? 

Mr. Kcuun. His monthly retirement pay is $644.90 a month. And 
he was involuntarily retired. With no disability. And his company 
salary is $785 a month. 

Mr. Hésertr. Approximately—— 

Mr. Kunn. $9,000 to $9,500. 

Mr. Hésert. Now, the four admirals. 

Mr. Courtney. Five admirals. 

Mr. Hépert. Five admirals? 

Mr. Courtney. At least we have. 

Mr. Kunn. They have Vallery Harvard, Jr., rear admiral, retired. 
Monthly retirement pay, $644.90. Involuntarily retired. No dis- 
ability. Monthly Martin pay, $810 a month. 

Mr. Hésert. Roughly, say, $10,000. 

Mr. Kunn. Right. 

Robert J. Foley, rear admiral. Monthly retirement pay, $644.90 
amonth. Involuntarily retired. No disability. Martin pay, $880 
per month, or roughly 

Mr. Hésert. $10,000. 

Mr. Kunn. Shirley Snow Miller. Monthly retirement pay, $570. 
Voluntarily retired. Nodisability. His monthly salary with Martin 
is $960 a month. 

Mr. Harpy. You say that was voluntary? 

Mr. Kuny. This was voluntary, Mr. Hardy. 

Mr. Harpy. The date of separation ? 

Mr. Héserr. What date did he retire, and what date did he go to 
work for Martin ? 

Mr. Kunn. He retired in May of 1956 and he went to work for 
Martin in May of 1956. 

Mr. Heserr. He retired to go to work for Martin. Put that aside. 
What is his name? 

Mr. Kunn. That is Admiral Miller, Shirley Miller. 

Mr. Héperr. May I ask in this connection, Mr. Bunker: Admiral 





‘Miller retired and immediately went to work for Martin. Did you 


contact Admiral Miller while he was on active duty, or did he contact 
you while he was on active duty ? 
_ Mr. Bunker. Mr. Chairman, I can’t answer the question. I was 
Just discussing this with Mr. Bergen, and neither of us are acquainted 
with Admiral Miller. I don’t know all of our employees, and he is 
me with whom I am not acquainted. 

Mr. Hess. You were with the company in 1956? 

Mr. Bunker. Yes, sir. 

Mr. Hess. But he didn’t apply to you? 








768 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


Mr. Bunxer. No, sir; nor to Mr. Bergen. I don’t know the answer, 


sir. 


Mr. Harpy. You don’t know how he happened to be employed there? 


Mr. Bunxer. No, I don’t know that, sir. 


Mr. Harpy. Were you in your present official capacity at that time? 


Mr. Bunker. Yes, sir; I was. 
Mr. Harpy. Mr. Chairman, I think we ought to find out. 


Mr. Héserr. I think you should find out, Mr. Bunker, and let us| 


know. Because a man hired at $10,000 a year doesn’t come to your 


attention ? 


Mr. Bunxer. No, sir; very frequently not. But we will be very 


glad to give you the information. 


Mr. Kuun. The next is a rear admiral, retired, Malcolm C. Reeves, 
Monthly retirement, approximately $550 per month. Voluntarily re- 


tired. Witha partial disability of 40 percent. 
Mr. Hesert. What date did he retire? 


Mr. Kunn. He retired June 30, 1957, and went to work for Martin 


in September of 1957. 


Mr. Héserr. In that instance, too, Mr. Bunker, will you please as- 
certain whether Admiral Reeves sought employment with your 


company ! 
Mr. BunKErR. We will doso. 
Mr. Hésert. Yousaw Admiral Reeves? 


Mr. Bunxer. I am acquainted with him. But we will get that 


information. 


Mr. Heverr. You will get the same information. What is his pay 


with the Martin Co. ? 
Mr. Kunn. His pay with the Martin Co. is $900 per month. 
Mr. Héverr. $10,000. Is that the entire list ? 


Mr. Kuun. There is one more, Mr. Chairman. Robert Seiden Pur- | 


vis. Monthly retirement pay of $530 per month, approximately, he 
says. Voluntary retirement. No disability. He retired in June of 


1953 and went to work for the Martin Co. in July of 1953. And his| 


salary with them is $1,440 per month. 


Mr. Kunn. Well—— 

Mr. Héverr. $15,000. 

Mr. Kun. About. 

Mr. Hésertr. About $15,000 a year. 

Mr. Kcuun. About. 

Mr. Heénert. In that case, you don’t know—— 
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Mr. Bunker. Yes, I do know Admiral Purvis. Admiral Purvis 
was being retired from the Navy, and he came to us. I talked to hin 


personally, and so did a number of our other people. And he 


us that he was being retired, and he sought employment with wus. 


Mr. Heérert. He was voluntarily retired. 

Mr. Bunker. I don’t. know. 

Mr. Hevert. [ think the questionnaire—Mr. Kuhn. 
Mr. Kunn. It says voluntarily retired. 

Mr. Bunxer. Yes. 

Mr. Heperr. Disability ? 

Mr. Kunn. And nodisability. 

Mr. Hésert. And no disability. 
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Mr. Bunker. No, not as far as I know. He sought employment 
with us. We employed him as ‘an operations officer on an Air Force 
roject, and this was about 6 years ago, according to my recollection. 

Mr. Héperr. Well, the significant information is the time that he 
retired and the time that he went to work for Martin. 

Mr. Bunker. I think it was very soon after his retirement. 

Mr. Héperr. I mean his questionnaire shows that. 

Mr. Bunker. Yes. 

Mr. Hézert. So you will supply the answers to the other general 
officers ? 

Mr. Bunker. On the other two; yes, sir. 

Mr. Harpy. I think, Mr. Chairman, in connection with this one, we 
ought to have some information as to the nature of his contacts with 
the Martin Co. prior to his separation from active duty. 

Mr. Héperr. Can you answer that, Mr. Bunker ? 

Mr. Bunxer. Not out of hand. But we will be, also, glad to supply 
that. 

Mr. H&éperr. I mean, you know the man. He went to you and asked 
you fora job. Did you know him before ? 

' Mr. Bunker. My recollection—I don’t have a recollection, 6 years 
ago, Whether he had retired or whether he was planning retirement. — 

Mr. Hésertr. You don’t know what contact he had with the Martin 
officials prior to his retirement ? 

Mr. Bunxer. I don’t know whether it was prior or after his de- 
cision to retire, Mr. Chairman. 

Mr. Héserr. Mr. Hardy’s question was not directed to that point. 
The question was directed to the contacts he had with the Martin Co. 

Mr. Harpy. While he was on active duty. 

Mr. Héserr. While he was on active duty. 

Mr. Bunxer. I don’t believe that there are any prior contacts. 

Mr. Harpy. I think the record ought to show—and Mr. Bunker has 
indicated he probably didn’t have any contacts. But I think the 
record ought to show that from his standpoint. 

Mr. Bunker. I understand that, Mr. Hardy, but I can’t categori- 
cally say there were none because I don’t know. 

Mr. Héserr. Get the information, please. 

Mr. Bunker. Yes, I will find that out. 

Mr. Hépert. Is that all? 

Mr. Norsiap. Mr. Chairman, it seems to me a rather interesting 
commentary on the Air Force retirement system, when they retire a 
man with 80 percent disability and yet he 1s worth $25,000 a year to 
industry. I wanted to toss that comment out. 

Mr. Hénerr. Of course, Mr. Norblad, also as a matter of record, it 
issignificant that all disability payment is tax free. 

Mr. Norsiap. Yes; that isright. TI realize that. 

Mr. Bunker. Well, in the particular cases—in the particular case 
that I know very well, and that. of General Dent, General Dent suf- 
fered some very grievous personal injuries, but there is nothing wrong 
with hishead. And that is what we are using. 

Mr. Héserr. That is what you bought. 

Mr. Norpiap. It just seems to me strange that the Air Force would 
say he was 80 percent disabled but yet he is worth this 

Mr. Bunker. This is a physical disability, Mr. Norblad. 
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Mr. Norsiap. Yes, I understand that. 
Mr. Hésert. Not a mental disability. 
Mr. Bunker. Yes. 





Mr. Hépertr. Mr. Courtney. 

Mr. Courtney. Mr. Bunker, the matter of exclusive Government 
contracting was a company decision; isn’t that right? You some time 
in the past decided that the Martin Co. would become an exclusive 
Government contractor as a matter of company policy ? 

Mr. Bunker. Yes, that has been our course for a number of years, 
We are so exclusively Government contracting that our other work 
amounts to nothing. 

Mr. Courtney. This is by company choice ? 

Mr. Bunker. Yes; of course. 

Mr. Courtney. Now, what would the population of the Martin 
Co. be in the categories to which—well, your total population is what? 

Mr. Bergen. 32,000. 

Mr. Courtney. In round figures ? 

Mr. Bunxer. 32,000. 

Mr. Courtney. About 32,000 as of now ? 

Mr. Bunker. Yes. 

Mr. Courrney. And in the categories that the 63 would be assigned, 
what would you say in round figures would be the population of your | 
company ? 

Mr. Bergen. There are approximately 4,000 in engineering. In 
manufacturing there is probably 10,000, 12,000. 

Mr. Bunker. It would be the order of magnitude of 10,000-plus, I 
should think. 

Mr. Courtney. 10,000-plus? 

Mr. Bunker. Yes. 

Mr. Courtney. And these 62 would be mingled among this group! 

Mr. Bunker. Yes. 

Mr. Courtney. Of roughly 10,000? 

Mr. Bunker. That would be a reasonable approximation. 

Mr. Courrney. And the population has in years past fluctuated, 
hasn’t it, very considerably at least in one of your plants; is that right! 

Mr. Bunker. Yes; yes. Well, our Baltimore plant has a fewer 
number than it formerly did, and in other plants we are quite substan- 
tially larger. 

Mr. Courtney. Now, your contracting with the Air Force has to 
do among other things with the Titan missile ? | 

Mr. BunKer. Yes, sir, Mr. Courtney 

Mr. Courrney. Can you give us some idea, in round figures, of the 
work done for the two different departments, of Navy “and of Air| 
Force, in dollars, or by any percentage that would be understandable! 

Mr. Bunker. Were you speaking only of Titan, or were you just| 
referring to Titan and then you want an overall answer? 

Mr. Courtney. I was thinking of the relationship with the Depart-| 
ment of the Air Force. | 

Mr. Bunker. Oh. 

Mr. Courtney. And the relationship with the Navy. 

Mr. Bunker. Very roughly, I should say that it is approximately 
60 percent Air Force and perhaps 20 percent Army and 20 percent 
Navy at this time. 
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Mr. Héserr. Do you have dollar values on that percentage, roughly ? 

Mr. Bunker. What? 

Mr. Courtney. The chairman asked whether you had a rough dol- 
lar figure ¢ , 

Mr. Bunker. Oh, apply that to $500 million. 

Mr. Hésert. Well, applying it to $500 million 

Mr. Bunker. It would be $300 million Air Force. 

Mr. Hépnerr. $300 million Air Force, $100 million Navy, and $100 
million Army. All right, Mr. Courtney. 

Mr. Courtney. Now, the Titan missile program is still in the de- 
velopment stage, is it not, so far as your production 

Mr. Bunker. This is a matter of designation. We have had so 
many test firings now that we are also building operational missiles 
that are becoming ready. It isin the transition stage. 

Mr. Courtney. Now, do you have an advertising budget for institu- 
tional advertising in the Martin Co. ¢ 

Mr. Bunker. I am looking for your definition of “institutional.” 

Mr. Courrney. Well, institutional advertising is defined here 
loosely, as I understand it, as advertising in which you display the 
wares or the products or the business of the company, but don’t ask 
for anybody to seek employment. I understand that is the difference. 
If that is not an acceptable definition, I will take anything. I am try- 
ing to find out what institutional advertising is. 

Mr. Bunker. No, I am quite willing to answer in terms of that 
definition. 

Our principal advertising is done in the trade journals and maga- 
zines that generally reach the fraternity in which we are interested, 
that is, prospective employees, our employees, and the scientific groups. 

Mr. Courtney. And what would you say would be the scope of your 
advertising program, in round figures / 

Mr. Bunker. I can’t give you an answer in numbers. It is very 
small, Mr. Courtney. I will be glad to supply it. I don’t have it 
with me. 

Mr. Courtney. Well, anything that would be representative of the 
advertising budget for the character of advertising which you say the 
company does. 

Now, I have a question—— 

Mr. Heserr. In that connection, too, do you belong to the A.I.A.? 

Mr. Bunker. Yes, we do. 

Mr. Héserr. What fee do you pay them ¢ 

Mr. Bunker. I don’t have that at hand. I am sure that must be in 
your records. I don’t have it. 

Mr. H&serr. Read it into the record, Mr. Courtney. It is based 
on your gross sales / 

Mr. Bunker. That is correct. 

Mr. Kuun. We will supply that for the record. 

Mr. Héserr. All right. 

(The fee for fiscal year 1958 is $57,669.79. ) 

Mr. Courtney. Now, I have a question—— 

Mr. Mires. I think it is roughly $35,000. 

Mr. Courtney. About $35,000. 

_ We will supply the actual figure, Mr. Chairman. We don’t have 
it handy here, the report of the Aerospace Industries Association. 
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Mr. Bergen, there has come to the attention of the subcommittee, 
and in the public press, an invitation in which you appear as one of 
the hosts, William D. Bergen, president of the Martin Co., directed 
to anumber of people, among them Members of Congress, and another 
witness has testified Members of the Senate, to attend cocktails and 
dinner on Thursday, July 23, at 6:30 p.m., in the Statler Hotel, Pan 
American Room, in honor of the promotion of Lt. Gen. Bernard §, 
Schriever, Commanding General, Air Research and Development Com- 
mand. The invitation continues, and I am quoting: 

This will be a small off-the-record party and we think General Schriever would 
like to tell you of his plans and some of his problems at the Air Research and 
Development Command. 

Do you know about this invitation ¢ 

Mr. Bergen. Yes, I do. 

Mr. Courtney. Did the company decide to participate, through 
you as its president, in the entertainment which the invitation 
——— 

r. Bercen. The actual date of that party was set at the time that 
Mr. Bunker was out of the country, but the initiation of it was actuall 
made by Mr. Bunker, and I think he would like to speak for himself. 

Mr. Courtney. You want to answer the question, Mr. Bunker? 

Mr. Bunxer. Yes. Would you repeat the question, Mr. Courtney! 

Mr. Courrnry. Well, the question is whether or not the company 
decided as a matter of policy to participate in this entertainment. 

Mr. Bunker. Yes, sir. 

Mr. Courtney. Now, what was the purpose, since you were to be 
one of the hosts, of holding an off-the-record party ? 

Mr. Bunker. Are you speaking to the point of the party itself or 
the off-the-record fact, Mr. Courtney ¢ 

Mr. Courrney. Well, I am only reading from the invitation. 

Mr. Bunker. Well, I thought perhaps you might like to ask me two | 
questions. I think I can make it—— | 

Mr. Courtney. Suppose you answer the question. 

Mr. Harpy. Maybe Mr. Bunker would just prefer to discuss in gen- 
eral what the purposes were and so forth, and just tell us about that 
proposal, without wanting to be tied down to a specific question. 

Mr. Bunker. Excuse me, Mr. Hardy, I had no intention to avoid 
counsel’s question. I prefer to answer it, if I may. 

Mr. Harpy. I just thought you would prefer it that way. Maybe 
you would want to go ahead in your own way to tell the committee 
what it is all about. 

Mr. Héserr. I think what Mr. Hardy suggested isa good one. Sup- 
posing, instead of having to draw these questions out like you draw’ 
teeth, you just tell us about this party, how it came about, and tell us 
all you know about the party. The ball is yours. You run with it. 

Mr. Bunxer. The party had its beginning in a discussion between 
Mr. Dan Kimball and myself, in which we were talking about the | 
ballistic missile programs, in which we are jointly very much in- | 
terested, and deeply involved, and in which both of us have long felt 
greater general knowledge should be had of facets of a program that | 
is as costly and as complex as this one. 

It was Mr. Kimball’s feeling and my feeling that in our capacity we 
might be able to do something that would further general information 
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| on this subject among those who presumably are vitally interested 


in it. 
Faince we worked closely with General Schriever over a number of 
years in the development of these programs—and I can’t overempha- 
size the degree of personal contact that there has been between our- 
selves all down the line and General Schriever and his staff all down 
the line, in the development phases—we felt that we were in a position 
to be hosts, or, shall I say, the catalyst for the dissemination of further 
information about the programs to people who presumably would like 
very much to know. fall we thus took it upon ourselves to see if we 
could make such an arrangement. 

Mr. Courrnry. Now, who were the people who presumably would 
like to know ? 

Mr. Bunxer. Mr. Courtney 

Mr. Héznerr. Who was on the guest list ? 

Mr. Bunker. What? 

Mr. Héserr. Who was on the guest list ? 

Mr. Bunker. Pardon me? 

Mr. Héserr. Who was on the guest list? Did you discuss the guest 
list with Mr. Kimball? 

Mr. Bunker. Yes. Would you like to see the list of guests? 

Mr. Héperr. Yes, if you have the list of guests I would like to see 
It 








Mr. Bunker. I haveacopy. May I read it to you? 

Mr. Héserr. Yes, certainly. 

Mr. Bunker. I have listed Senator Bridges, Senator Chavez, Sen- 
ator Engle, Senator Keating, Senator Smathers. And I have Repre- 
sentatives Ford, Hébert, Mahon, Sheppard, and Sykes. That is « 
total of 10 who were invited. 

Mr. Heperr. All Members of Congress ? 

Mr. Bunker. Yes, Members of the Congress. 

Mr. Courrney. Any members of the executive branch of the Gov- 
ernment ¢ 

Mr. Bunker. To the best of my knowledge, no. I think this is the 
complete list. 

Mr. Courtney. Any members of industry, other than the three eom- 
panies—the General Dynamics Corp., the Martin Co., and the Aero- 
jet General Corp. ? 

Mr. Bunker. No. Mr. Kimball and I invited Mr. Pace to be a 
cohost with us. 

Mr. Courrney. So this was to be confined, then, so far as the ex- 
change of information was concerned, to these three defense con- 
tractors and the other guests ? 

Mr. Bunker. And our hope was that if it was well received we 
would do similar things, and with other small groups. 

Mr. Courtney. Well, do you mean if it was well received, or if it 
was successful ? 

Mr. Bunker. I mean well received. 

Mr. Courtney. Now, can you tell us what prompted you to call off 
the party, if it was called off / 

Mr. Bunker. Only by hearsay, Mr. Courtney. 
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I was out of the country at the time it was canceled. I am glad 
you asked me the question, because I would like to say that had I a 
here I would not have canceled it. 
Mr. Courrney. Would that be for economic or social reasons? 
Mr. Bunker. No, because of the implications of impropriety, which 
I don’t see in the event. 





Mr. Courtney. Does your company have a lease, or a resort or an 
ownership of any property in the Bahama Islands? 

Mr. Bunker. Yes—well, excuse me. No; we don’t have a leage | 
or an ownership; no. 

Mr. Courtney. What do you have? | 

Mr. Bunxer. We have a membership in the club in the Bahamas, | 

Mr. Courtney. Is that known as—what is it known as? 

Mr. Bunker. Eleuthera. 

Mr. Courrney. Eleuthera / 

Mr. Bunker. Eleuthera. 

Mr. Courtney. And you spell it how ¢ 

Mr. Bercen. E-l-e-u-t-h-e-r-i-a [sic]. 

Mr. Bunxer. I have always had trouble with it. 

Mr. Courtney. And what is the nature of this club? What is the 
nature of it? 

Mr. Bunker. Well, this club—it is a golf club, to which I belong, 
and two or three of my associates are members. 

Mr. Courtney. Have you taken members of the military with whom 
you have had dealings as your guests to this club? 

Mr. Bunker. ~ my a had weekend groups, that consisted of per: 
sonal friends that were military, civilian, industrial; yes. 

Mr. Courtney. Specifically, were they officers with whom you had 
contractual dealings—your company? When I speak of you, of cours 
I refer to the company. 

Mr. Bunker. Will you define “contractual dealings” for me, please! | 

Mr. Courtney. Well, I would think, for example, that you have 
a contract for a Titan weapon. Any of the officers who had to do 
with that weapon participate as your guests in visits to the Bahamas! 

Mr. Bunker. Mr. Courtney, they must have. We have contractual 
dealings with all of the officers with whom we are involved. 

Mr. Hesert. Mr. Bunker, may I interrupt here? 

Mr. Bunker. Yes, sir. 

Mr. Heéserr. To make this suggestion. You have appeared before | 
this committee on several occasions, and we have always gotten along 
very fine. You have demonstrated no reticence on other occasions, 
and you have never quibbled. You have answered the questions di- 
rectly and quickly. And today I must say I detect a reluctance on 
your part to answer the questions. Which I know very well what We | 
are talking about, and you know very well why we are asking the 
questions. So may I suggest in the interest of time, and in the inter- 
est of getting the record straight, and getting the facts on the table, 
that you do respond in that spirit, in that vein. 

Now, this question is asked. It has been established that you do 
have a membership in this club, that you do take individuals with 
whom you have contact in the military to this club. You fly them 
down there, or how do they get there? 

Mr. Bunker. Yes, yes. 

Mr. Hésert. You ‘ty them down there? 


a 





| 





Mr. 
plane, 
cause 

Mr. 

Mr. 

Mr. 

Mr. 


Mr. 
ests 
a Mr. 
Mr. 
which 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
that y 
Mr. 
relatic 
say, I 
contra 
Mr. 
the m1 
Mr. 
sell th 
the qu 
ings. 
Iwill 
Mr. 
tractu 
Mr. 
Lobje 
Mr. 
youm 
Mr. 
Mr. 
Mr. 
toinv 
Mr. 
entert 
Mr. 
Mr. 
na p 
Tam 
it wou 
Mr. 
whom 
& posi 
as you 
Mr. 
Of cor 








pad 


/ 


hich 





TT an 


lease | 


mas, 


S the 
long, 


‘hom 


DUT SE 


have 
0 do 
nas! 
“tual | 





RETIRED PERSONNEL IN DEFENSE INDUSTRY 775 


Mr. Bunxer. “Yes” and “no.” I mean we fly down in our air- 
plane, and I suppose they go with us. I don’t know the details, be- 
cause I am not always present. 

Mr. Hézerr. They go down in military planes? 

Mr. Bunxer. That I can’t answer. I don’t know. 

Mr. Héserr. You know they arrive? 

Mr. Bunker. Yes, of course. 

Mr. Héserr. And you know that you take them and they are your 

ests. And this is part of your expenses in the company, isn’t it? 

Mr. Bunker. No; those are not contract expenses, Mr. Hébert. 

Mr. Hézerr. Well, who pays? Who picks up the tab? Out of 
which pocket ¢ 

Mr. Bunker We pay it. Those are not recoverable expenses. 

Mr. Hézerr. Those are not recoverable ? 

Mr. Bunker. No, sir. 

Mr. Héserr. Taken out of profits? 

Mr. Bunker. Yes, sir. 

Mr. Héserr. And you have these parties, then, for these people? 

Mr. Bunker. Yes, sir. 

Mr. Hézertr. For what reason do you have parties with the people 
that you are dealing with in Government ? 

Mr. Bunker. We have it for the same reason that we have personal 
relationships with anyone that we are close to, and it includes, as I 
say, military people, civilian people, and industrial people. Our sub- 


| contractors are present on many occasions. 


Mr. Héserr. But you have a sole customer. You don’t have to sell 


the military anything. The military supports you. 


Mr. Bunxer. I agree with you completely. We have no need to 
sell them, and it isn’t for that purpose. The thing I objected to was 
the question about the officers with whom we have contractual deal- 
ings. And, Mr. Chairman, you said with whom we have contacts. 
Iwill buy that 100 percent. 

Mr. Heperr. Well, these officers that you take—you exclude the con- 
tractual people, the people who sign the contracts with you? 

Mr. Bunker. We make no distinction. It was the limitation that 


lobjected to. 
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Mr. Héserr. Then you do take people with contractual dealings. If 
youmake no distinction, you do take them. 

Mr. Bunker. That is correct ; we take them all. 

Mr. Héserr. All right, then. 

Mr. Bunker. Any of them that we are acquainted with that we wish 
toinvite. 

Mr. Hézertr. You take people with contractual dealings and you do 
entertain them on weekends in the Bahamas ? 

Mr. Bunker. That is right. 

Mr. ILarpy. Some of those people—may I ask, Mr. Chairman—are 
ina position to favor the Martin Co. if they felt so inclined, then? 
Tam not suggesting that they did, but they occupy positions where 
it would be possible ? 

Mr. Bunker. I would say, Mr. Hardy, that any military man with 
whom we deal, whether he goes with us to the Bahamas or not, is in 
& position to favor us, if he is inclined. It is a very complex system 
as vou know, and involves people. 

Mr. Harpy. I understand that. But I wanted to get this clear. 
Of course the individual which you take on a trip of this kind would 
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at times be likely to be a little more friendly and get on a little closer 
personal relationship than one who didn’t go; isn’t that right? 

Mr. Bunker. I can only state this to you, that the only people with 
whom we associate on a personal basis are the people who are per- 
sonal friends, the kind of people that you would entertain in your 
own home and you would be expected to be entertained in their home, 

Mr. Harpy. That is right. 

Mr. Bunker. Yes. 

Mr. Harpy. And this kind of thing gets you a little closer together 
doesn’t it? ; 

Mr. Bunker. As does any social contact, yes, of course. 

Mr. Harpy. Of course it does. And that is why you do it, in your 
civilian business as well as with the military. It puts you in a position 
to at least be on a better basis with them when you have to do fvusinhies 
with them. 

Mr. Bunker. Of course you do it as you do all business. Al] busi- 
ness is done on the basis of close personal contact. 

Mr. Gavin. The purpose is to create good will between your com- 
pany and the military or the national defense; isn’t it? 

Mr. Bunker. In part, Mr. Gavin. But in part it is also so that you 
have a closer understanding. 

Mr. Gavin. Yes. 

Mr. Bunxer. Between people. Because these are complex things, 
and they are the result of the workings of men’s minds, and the closer 
you work together the more effective you are. 

Mr. Harpy. And if a competitor didn’t follow somewhat similar 
operations, he wouldn’t be on quite as close a personal relationship as 
you would. Isn’t that so in private business ? 

Mr. Bunker. Yes, Mr. Hardy. A man could neither operate nor 
compete effectively unless he had a close personal relationship. 

Mr. Harpy. That is right. 

Mr. Bunker. It is quite impossible. 


Mr. Harpy. So, if competitors didn’t do it, they wouldn’t have the | 


same advantage that you will. 

Mr. Bunker. I don’t care what they do; they have to have a close 
personal understanding. I don’t care how they acquire it. 

Mr. Harpy. Now, while I am on this subject, it was brought outa 
moment ago—I believe you stated that the expenses involved in these 
parties are not recoverable. I presume you mean against the contract! 

Mr. Bunxer. That is correct, sir. 

Mr. Harpy. Now, they are deductible for income tax purposes? 

Mr. Bunxer. That also is correct, sir. 

Mr. Hénertr. Now, Mr. Bunker, return to the party that was called 
off. On your guest list you had exclusively Members of Congress, 
whom you named. 

Mr. Bunker. Yes, sir. 

Mr. Héperr. Is there any reason that Members of Congress would 


have to be invited to such a party to get information from General | 
Schriever, when he is continually appearing before the committees | 


of the Congress? 

Mr. Bunxer. Mr. Kimball and I could think of no group that 
would be more interested in the same kind of personal contact that 
we were just speaking of. 
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Mr. Héserr. Yes; but these Members of Congress have the contact 
with General Schriever. He appears frequently before the commit- 
tees, the cognizant committees. 

Mr. Bunker. I can only say to you, Mr. Chairman, that our experi- 
ence is that the Members of the Congress are always hungry for addi- 
tional information. 

Mr. Hésert. Hungry for additional information ? 

Mr. Bunxer. Additional information, that we can give them about 
these programs, 

Mr. Heserr. Is that all they are hungry for? [Laughter.] 

Mr. Harpy. If you had put the period after “hungry,” you would 
have been correct. [Further laughter. | 

Mr. Hépert. Well, have these parties been conducted in the past, 
these types of parties, or was this the first time—was this an innova- 
tion ¢ 

Mr. Bunxer. No. I can give you an illustration of something 
that was very similar to it. Don’t hold me to the time, but approxi- 
mately a year or a year and a half ago. 

Mr. Heserr. I am not holding you to the time. 

Mr. Bunxer. Soon after we had gotten built up to a real size in 
Denver, it became apparent to us in Denver that there were many 
community questions as to the impact of Martin and the ballistic mis- 
sile program on the Denver community. We held a luncheon and we 
held a dinner. We had two events, because we couldn’t accommodate 
all the people. We asked the business leaders, union people, and— 
representative groups within Denver and the public officials—and we 
invited General Schriever to come and take dinner with us and speak 
tous about this program and its impact on Denver. So this is not a 
first in our experience. 

Mr. Hépert. It was not an off-the-record party, was it ? 

Mr. Bunker. It was off the record in the same sense that this was, 
sir. It was a small group of people. 

Mr. Héserr. A small group. But you had an overflow. You had 
togive two parties. 

Mr. Bunker. We had two parties, rather than make it enormous. 

Mr. H&éverr. Well, the thing that intrigues me, Mr. Bunker, is this: 
On this particular list you named me. Now, I have been chairman 
of this committee since its inauguration, with the exception of 2 years 
when Mr. Hess was chairman. I have never been invited to any of 
those parties until this hearing started. And I wonder whether there 
isany significance in that. And I was the only member of this com- 
mitteeinvited. Any significance to that ? 

Mr. Harpy. He is coming up in the world, Mr. Bunker. 

Mr. Bunker. Thank you, Mr. Hardy. 

Mr. Gavin. Imagine how we feel about it. 

Mr. Hésert. Any significance in that? 

_Mr. Bunker. Our real feeling, Mr. Hébert, is this: If we held, and 
if General Schriever was willing to it—give of his time because there 
are sO many questions involved in these programs—people would 
welcome it. And what we would hope to do— 

Mr. Héserr. The Congress—it is their business to know. And the 
place they should learn it is in the sanctum of their office or the sanc- 
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tum of the committee. That is why I can’t understand the relevancy 
to inviting a singled-out group of Members of Congress, and in par- 
ticular the members—as I recall from the House, the chairman of the 
Appropriations Committee, who has a continual line—rather, the 
‘Appropriations Subcommittee—Mr. Mahon, who has a cantinual 
parade of military people before him and certainly is as cognizant ag 
anybody or informed as anybody in the House about all problems of 
the military. Mr. Sheppard, chairman of the Navy Subcommittee on 
Appropriations. 

Mr. Bunker. Yes. 

Mr. Héserr. Who is certainly well informed. Mr. Jerry Ford. 

Mr. Bunker. Yes. 

Mr. Hésert. Congressman Ford. 

Mr. Bunker. Yes. 

Mr. Hésertr. Who is a member of the Appropriations Committee, 
And he is very well informed. 

I won't say how well [am informed. But since I have occupied the 
chair which I occupy now conducting this particular investigation, 
it is the first time I was invited. So that is the reason why we ask 
these questions, and wonder. 

Mr. Gavin. There was a Republican and a Democrat on the Appro- 
priations Committee that were invited, but there was only one Demo- 
erat invited from thiscommittee. [Laughter. ] 

Mr. Héserr. Well, my adherence to the Democratic Party is ques- 
tioned sometimes, so maybe they figured by taking me they would get 
representation on both sides. 

Mr. Gavin. Quite evidently they are partisan. 

Mr. Hépzert. I won’t labor that. 


Mr. Bunker. You may suggest, Mr. Chairman, and it seems to be } 
the point of your questioning, that maybe it was unwise. I dont | 


happen to think it was, because we felt that there was a need for this 
kind of thing. And those who hadn’t been invited the first time 
would have been the second time, if it had been well received and if 
they thought we had done some service. But whether it was unwise 
or whether it wasn’t unwise, I can’t see any connotations of impro- 
priety in this group because I can’t think of a group that was more 
interested. 

Mr. Héverr. Well, I have no hesitancy in stating how I saw it. I 
declined the invitation, because I thought it was improper to appear 
before such an audience. I declined to attend the meeting. And I 
might say that my opinion was shared by some people in the Air Force 
as well, who were made cognizant of this particular party. Now, can 
you give us the guest list of officers that you have invited to the Ba- 
hamas for these weekends ? 

Mr. Bunker. Oh, no; not out of hand. 

Mr. Hérert. Not out of hand. I don’t expect you to. Will you com- 
pile a list ? 

Mr. Bunker. Yes; of course. 

Mr. Héserr. Fine. We would like to have a list of those officers 
who were invited and their connection with the Department of De 
fense. 

Do you have anything further, Mr. Courtney ? 

Mr. Courtney. That is all. 
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Mr. Gavin. Yes, I have something, Mr. Chairman. 

Mr. Héeverr. All right. 

Mr. Gavin. What volume of business does the Martin Co. have on 
the books at the present time in defense contracts? Five hundred 
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million dollars ¢ 

Mr. Bunxer. Oh, it is closer to $800 million, Mr. Gavin. 

Mr. Gavin. Closer to $800 million ? 

Mr. BunKeEr. Yes. 

Mr. Hérerr. Excuse me, Mr. Gavin. 

For the record. You say $8 million now 

Mr. GAvin. $800 million. 

Mr. Héserr. $800 million. You previously testified $500 million. 

Mr. Bunker. No. One is sales, and the other is business on the 
hooks, which I took to be Mr. Gavin’s question. 

Mr. Héperr. Oh. 

Mr. Bunker. $500 million was our last year’s sales. And I an- 
gwered Mr. Gavin 

Mr. Hépert. You have $800 million on the books now ? 

Mr. Bunker. I mean, backlog of business. 

Mr. Hénerr. Yes. 

Mr. Gavin. Can you tell us offhand approximately how much the 
Government has invested in plants of the Martin Co.—say in plants 
and machine tools, and other equipment ? 

Mr. Bunker. I can’t do it out of hand, Mr. Gavin. 

Mr. Gavin. Well, furnish it for the record, anyway. 

Mr. BunKer. Very well. 

Mr. Gavin. Do you have any contracts yet to be renegotiated with 











the Government ? 
) Mr. Bunker. Yes. 
Mr. Gavin. Could you give us any idea how much it runs in money, 
approximately ? 
Mr. Bunker. We have been renegotiated-——— 
(Mr. Miles confers with Mr. Bunker.) 
Mr. Gavin. The gentleman can talk up. Just identify yourself. 
Ifyou have any answer 
Mr. Héserr. Mr. Bunker can rely on his aids. 
Mr. Mixes. I have been identified, sir. 
Mr. Gavin. What is the amount you were telling Mr. Bunker? 
Mr. Mires. I told him that we had been renegotiated—and it is a 
legal matter, and obviously I know—through the year 1954. 
fr.Gavrn. Since 1954? 
Mr. Mites. Through 1954. 
Mr. Gavin. Oh, through 1954? 
Mr. Mixes. Yes, sir. 
Mr. Gavry. Then you still have approximately 4 or 5 years of con- 
tracts that are yet to be negotiated ? 
Mr. Bunker. That is correct. 
Mr. Gavin. And approximately the amount of money involved ? 
Mr. Bunker. Well, that is a matter we can’t tell you. I don’t know 
\ what that is. 
Mr. Gavin. Well, could you give us an estimate, roughly ? 
Mr. Bunker. You mean the total sales that are involved ? 
Mr. Gavin. Yes, the total amount. 

















780 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


Mr. Bunxer. To be renegotiated ? 
Mr. Gavin. The total amount of the contracts that are yet to be 
negotiated. 
{r. Bunxer. No, I couldn’t give it to you. 
Mr. Gavin. You don’t have any idea ? 


Mr. Bunxer. No. I can tell you the total dollars of sales that are | 


renegotiable, for you to just look at. 


Mr. Gavrx. What I am trying to get at is to ascertain whether the | 


Federal Government has paid you in full for those contracts, where 
now 4 years has elapsed to be negotiated, as to how much Federal 
money you have in your possession on contracts that have not been 
negotiated 





Mr. Héserr. Renegotiated. [Further chorus of “Renegotiated.”] | 


Mr. Gavin. So I want to find out, with money at 41% or 5 percent— 
and you got the use of Uncle Sam’s money. Why don’t we get these 
contracts negotiated, or renegotiated, so we can get them settled up 
and whatever the Federal Government has coming, return it to him? 
That is my question. You give us the amount of the contracts that 
have yet to be renegotiated, the total amount—how much have been 
paid on them and how much remains to be paid. I would be inter. 
ested to see those figures. 

Are you a members of the Air Force Association ? 

Mr. Bunker. Yes, we are. 

Mr. Gavrx. How much do you—what kind of a membership do 
you have with the Air Force Association ? 

Mr. Bunker. We have a number of our people who are members of 
the association. How many I don’t know, out of hand. 

Mr. Gavin. How much advertising do you take with that Air Force 


| 





Association publication ? 

Mr. Bunker. I will be glad to supply it. 

Mr. Gavin. Glad to supply it. Wasn’t there some other associ: | 
ation 

Mr. Héserr. We covered that already. 

Mr. Gavin. Oh, you covered that. I am sorry, I didn’t get here 
in time to hear it. I think I have no further questions. 

Mr. Héperr. Mr. Hardy ? 

Mr. Harpy. Yes. 

Mr. Bunker, awhile ago in discussing General Shriever’s—I think 
maybe it was prior to discussing the invitation to dinner, I believe you 
indicated that over a period of time you and your organization have 
worked closely with General Schriever and his organization ? 

Mr. Bunker. Yes, Mr. Hardy. 

Mr. Harpy. I don’t know how many, or how long actually General 
Schriever has been the key individual in this research and develop- 
ment program. Do you know about how long that has been, that you 
have been working closely with him on these problems? 

Mr. Bunker. About 4 years. 

Mr. Harpy. About 4 years. 

Mr. Bunxer. About 4 years. General Schriever was the command: 
ing officer of the Ballistic Missile Division of the Air Force, and re- 
sponsible for the development of the Titan. 

Mr. Harpy. And during ali that period of time there were some 
activities of the Martin Co. with which General Schriever was con- 
cerned ? 


/ 
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Mr. BunxeEr. Oh, yes, indeed. 

Mr. Harpy. Now dia you make any representations to anyone con- 
cerning his selection to be Director of ARDC? 

Mr. Bunxer. I am sorry; I didn’t get the question. 

Mr. Harpy. Did you make any recommendations to anyone in con- 
nection with his selection for his present spot ? 

Mr. BunxKer. Oh, no, of course not. 

Mr. Harpy. That is all I wanted to know on that. 

What has been your relationship with the Space Technology 
Laboratory ¢ 

Mr. Bunker. On the Titan program, Space Technology Labora- 
tories are the Air Force’s technical consultant, and we work with 
them as such. 

Mr. Harpy. They make determinations with respect to changes in 
technological aspects of contracts which you are working on? 

Mr. Bunker. They make recommendations in that regard. 

Mr. Harpy. They actually have the final say; don’t they ¢ 

Mr. Bunker. No. Our relationship is sueh—the Air Force has 
the final say. 

Mr. Harpy. Isn’t Space Technology Laboratory the spokesman for 
the Air Force on those matters ? 

Mr. Bunker. No, no,sir;no. We have our technical people. They 
have their technical people. Where we have agreement on a technical 
action, there is no controversy arises. But where a controversy does 
arise, as we sometimes do have differences of opinion, then the Air 
Force will moderate it and make a decision. 

Mr. Harpy. Are you in competition for any Government business 
for Thompson Ramo Wooldridge ? 

Mr. Bunker. Yes; yes, sir. 

Mr. Harpy. Who—specifically how far down the line in the Martin 
organization is the authority delegated to employ $10,000-a-year 
personnel ? 

Mr. Bunker. It would go down to the division—to the individual 
division managers, of which we have seven divisions, and each one 
of those men would be authorized to employ people up to that salary. 

Mr. Harpy. And the top office wouldn’t necessarily be aware of 
individual personnel selections in that bracket ? 

Mr. Bunker. No, not necessarily, sir; no. 

Mr. Harpy. What is the top level of authority in the divisions with 
respect to employment of high level personnel ? 

Mr. Bunxer. They would have the authority and, in fact, the re- 
sponsibility of employing anyone who worked directly under them, 
who would be directly under them. They would have the complete 
authority to employ anybody who would be under them. 

Now in many of those instances they might seek my counsel or Mr. 
i counsel. But as far as their authority and responsi- 

lity 

Mr. Harpy. Do they have a top salary level within which they are 
permitted to operate ? 

Mr. Bunker. No, not by a matter of policy, no. 

Mr. Harpy. What is the salary level of the division managers, if 
that is the title of them ? 

Mr. Bunker. Oh, approximately $40,000. 





44112—59-——_50 
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Mr. Harpy. So, then, anything below their own level they would be 
empowered to employ. 

Mr. Bunker. In principle, Mr. Hardy, yes; in principle, yes, al- 
though as a practical matter they would consult other people that got 
well up toward that area. 

Mr. Harpy. So it is for that reason that you don’t have knowledge 
of specific personnel actually taken at your division level ? 

Mr. Bunker. That is the reason I don’t know. 

Mr. Harpy. Thank you. 

Mr. Heéserr. Thank you, gentlemen. 

Mr. Norsiap. Mr, Chairman. 

Mr. Héperr. Yes, Mr. Norblad. 

Mr. Norsiap. I was going over the questionnaire of General Dent. 
Of course, the primary purpose of this inquiry is to look into the con- 
tacts and connections between retired military people and industry 
with the Pentagon or the Defense Department. 

I notice, in answering question 18: 

State whether you have solicited or participated concerning sale, use, adapta- 
tion, ete., of any program with an oflicer or employee of the Defense Depart- 
ment— 
he joined with you people last September. He made this question- 
naire out in June. And here is a list of people in the Army—lieuten- 
ant general, brigadier general—there are 17. Air Force, 41; Navy, 
44—generals, admirals, commanders, and everything else—in a short 
period of those 7 or 8 months. Is that the purpose of employing Gen- 
eral Dent, because he has these contacts with these military people? 
Or why do so many names show up in that short period of time, and 
what is the purpose of these discussions / 

Mr. Bunker. Well, the purpose of the discussions, Mr. Norblad, are 
in the execution of his responsibilities. He is technical director of 
our missile and electronics division and, as such, he must have con- 
tact with military people in terms of their requirements, for which 
we are designing articles. 

Mr. Norsiap. In terms of selling ? 

Mr. Bunker. No, in terms of the development. He isn’t a sales- 
man in that sense. 

Mr. Norsiap. I notice in this Air Force group there are a lot of 
high ranking Air Force officers, for example, major generals, brigadier 
generals, and the likes of that. But he is not in a selling capacity at 
all. 

Mr. Bunxer. I am sure you will find all those people are people 
who are interested in operational capabilities of weapons, who are 
interested in technical requirements, who are interested in matters of 
scheduling, and that type of thing, which is General Dent’s interest. 

Mr. Norsiap. Well, he certainly was very busy, in seeing the over 
100 Pentagon officials whom he has listed in that short period of 8 
months. 

Mr. Bunxer. Well—— 

Mr. Norpvap. Is he employed primarily for having these contacts? 

Mr. Bunker. No, indeed. He has 1,500 people who report directly 
to him. 

Mr. Norsiap. That is all, Mr. Chairman. 

Mr. Heéverr. Thank you very much, Mr. Bunker. 
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Mr. Courrney. Mr. Chairman, may the answers of the Martin Co. 
to the general questionnaire be incorporated in the record at this 
oint? ‘They have been filed earlier. 
Mr. Héserr. They will be incorporated. 
(The answers to the questionnaire referred to are as follows :) 


THE MARTIN Co., 
Baltimore, Md., July 9, 1959. 
Hon. F. Epwarp HEBERT, 
Subcommittee for Special Investigations, Committee on Armed Services, Room 
306, Old House Office Building, Washington, D.C. 

DEAR Sir: Responsive to your letter of June 10 addressed to this company, 
there are enclosed the following : 

(1) A list indicating the names, titles, and periods of service of all retired 
military personnel employed by the Martin Co. 

(2) A list indicating the names, titles, and periods of service of all former 
Federal civilian personnel now employed by the Martin Co. 

(3) Answered questionnaires of all former Federal civilian personnel and 
answered questionnaires of all retired military personnel other than the persons 
whose names appear on the above military lists with an asterisk in front of the 
same. 

The eight unanswered questionnaires are being forwarded directly to the 
committee by the persons involved. 

There is also enclosed a schedule of the active prime contracts between the 
Martin Co. and the Department of Defense and a schedule listing thereon all 
suppliers to the Martin Co. having open purchase orders the total gross value 
of which are $1 million or more. 

All of the data herein mentioned is filed responsive to the aforementioned 
letter. 

Very sincerely yours, 
(Signed) CLARENCE W, MILEs. 


Schedule of active prime contracts with the Department of Defense at 
May 31, 1959 


{In millions of dollars] 


| 


Gross 'Uncompleted 
contract portion of 
value | contract 

: 

Air Force | | 
Matador (TM-61) and Mace (TM-76) missiles | 225 | 72 
Bullpup missile | 2 | 2 
Project 199B, research and development of air launched ballistie missile 8 | 1 
B-57 airplanes 74 | 8 
Titan intercontinental ballistic missile | 614 | 283 
Dynasoar space vehicle | 9 2 
All other contracts | 3 } 2 
Total - 935 | 370 

| 

| 

Navy: | 
P5M airplanes | 255 | 77 
P6M airplanes (Sea Master) 386 | 93 
Bullpup missile 52 33 
Vanguard satellite launching vehicle } 58 6 
Ferret electronic systems 6 | 4 
All other contracts 2 2 
Total 759 215 

Army Ordnance | 
zacrosse missile . 27 36 
Pershing missile bu : S6 58 
Total 213 Ot 
Army Signal Corps: Missile Master 92 30 
Total 1, 999 709 








784 


RETIRED PERSONNEL IN DEFENSE INDUSTRY 


Suppliers having open purchase orders the total gross value of which are 
$1,000,000 or more 


[In thousands of dollars] 


Supplier 


Aeroneca Manufacturing Co- 


Airesearch Manufacturing 
Co 

Airborne Instrument Lab- 
oratory. 

Aluminum Co. of America 


Bendix Aviation Corp 


Bulova Research & Devel- 
opment Laboratory. 

Electro-Mechanical 
search. 

Farrand Optical Co., Inc 


Re- 


Futurecraft Corp 
General Electric Corp 
Labora- 


General Precision 


tory. 
B. F. Goodrich Co 
Goodyear Aircraft Corp 
General Motors C rp.: 
A-C Spark Plug Divi- 
sion. 
Allison Division 
Grand Central Rocket 
Grumman Aircraft ___- 3 
Intercontinental Manufac- 
turing Co., Ine. 
ITTF (Federal Te lephone 
& Radio). 
ITTL (Federal Telephone 
Laboratory 
Kaiser Aircraft_...___- “e 
Kaiser Aluminum. 
Kearfott Co., Ine 
Kollsman Instrument Corp 
Lear, Inc 


Lear-Romec 
Magnetic Amplifier. 


McDonnell Aircraft Corp-. 


Minneapolis- Honeywell 


Northrup Aircraft 


, Ine 
Otis Elevator-_- nee 


Phileo Corp padenialarivameges 
Polarad Electronics Corp. - 
Robertshaw-Fulton Con- 
trols Co. 
Scandinavian Airlines 
Sperry Gyroscope...-- 
Sunstrand Aviation_....... 


Texas Instrument Co_-. 


Address 


1712 Germantown 
Middletown, Ohio 


Rd., 


9851 Sepulveda Blvd., Los 
Angeles, Calif 

160 Old Country Rd 
Mineola, N.Y. 

Pittsburgh 19, Pa_- 

Post Office Box 5115, De- 


troit 35, Mich 

6210 Woodside Ave., Wood- 
side, N.Y. 

Post Office Box 3041, Sara- 
sota, Fla. 


Bronx Blvd. and _ Fast 
238th, New York 70, N.Y 

1717 North Chico St., I 
Monte, Calif 

3 Penn Center Plaza, Phi 
delphia 2, Pa 

63 Bedford St., Pleasant- 
ville, N.Y. 

500 South Main St., Akron 
18, Ohio 

1220 Massillon Rd., Akron 
5, Ohio 

Flint, Mich 

Indianapolis, Ind 

Post Office Box 111, Red- 


lands, Calif. 
Bethpage, N.Y-.....-- 
Amundsen Rd., Garland, 
Ter. 
100 Kingsland Rd., Clifton, 
N.J 


67 Broad St., New York 4, 
SP # 

Post Office Box 1828, Oak- 
land 4, Calif 

919 North Michigan 
Chicago 1, Tl. 

Little Falls, N.Y--- 


A ve., 


80-08 45th Ave., Elmhurst, 
i 

110 Ionia Ave. NW., Grand 
Rapids 2, Mich, 

Elyria, Ohio 

632 Tinton Ave., New York, 
BS 

Post Office Box 


Lonis a, Mo. 


516, St. 


2753 4th Ave. South, Min- 
neapolis 8, Minn 

3everly Hills, Calif 

35 Ryerson St., Brooklyn, 
N.Y 


470 Wissahickon Ave., Phil 
adelphia, Pa. 

43-20 34th St., Long Island 
City, N.Y. 

Santa Anna Freeway, Ana- 
heim, Calif. 

Copenhagen Airport, 
trup, Denmark. 

Mareus & Loheville Rds., 
Great Neck, N.Y. 

2421 llth St., Rockford, Ill 


Kas 


6000 Lemmon, Dallas, Tex 


Articles or services contracted for 


Beaching vehicles 
components. 

Liquid oxygen valves 
lators 

Pilot model communications sys- 
tem and components. 

Aluminum sheet, bar, 
ind other raw materials. 

Guidance and controls 


and 


and regu- 


Adaption kits... 


Telemetering packages 


—— 


Total 


| Value of 


major 


| 


extrusion, | 


Mechanical and optical compo- 
nents 

Liquid oxygen valves and regula- 
tors. 

Radar sets and electronic com- 
ponents 

Navigational and  mine-laying 
systeins and test equipment, | 


ete 
Rubber hose, tires, O-rings, 
kets, special fabrics, etc 
Automatic guidance 
developmental missile preflight 


gas- 


checkers, 


testers, ete. 
Guidance systems, ground sup- 
port testing and field support. 
Aircraft engines and spares, com- 


ponents and repairs 
3d stage engines for Vanguard 


Outer wings for P-4M 
P-5M wings 


Recciver transmitters and ampli 
fiers 
L icTOSSC 


ground support 


Missile preflight testers oa 

Aluminum sheet, extrusion, bar 
and other raw material. 

Directional gyros—T’M-76 spares 
ind components 

Instrument panels and other P-6 
instrumentation 

All types of controls, B-57 


Fnel pumps, P-5M 
TM-76 magnetic amplifiers 
Standard parts bush- 
ings, main skins, and major long 
lead items 

Gyros and systems... 


washe rs, 


Tow reel systems, B-57 
Power supply units 
Overhaul radar units 
Consoles 


for Vanguard—ground 


guidance equipment. 

Liquid oxygen valves and regu- 
lator 
ators 


B-57 aircraft modification 
Flight control systems, handbooks 


Box gear disconnects and other 


machined parts. 
Telemetering packages, command 


recelvers. 


subcon- 
tract 


$4, 396 
2,310 
10,19 
1,726 
17, 507 
4, 872 
1, 750 
1,315 
1,070 
7, 356 


19, 360 


10, 174 
444 


2, 123 


1, 0 





Thieblot 
Thiokol 
Thomp: 

dridge, 
US. Ru 


Zarkin.. 


Ackerma 
Bicknell, 
Burnette 
Campbe! 
Fisher, F 
Hall, Jan 
Heron, \ 
Kearns, J 
Loppert, 


Maslin, | 
Miller, \ 


Morelli, 


t 


‘ossmar 


Pasaman 
Perlman, 
Randall, 
Roy, J. A 
san ls, G 
Spencer, 


Trurnit, 
Waleutt, 
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Suppliers having open purchase orders the total gross value of which are 
$1,000,000 or more—Continued 





{In thousands of dollars] 





cal Total 
e of Supplier Address Articles or services contracted for | value of 
‘On- subcon- 
ct tract 
4, 396 Thieblot Aircraft Co... - Martinsburg Municipal Air- | Structural subassemblies, flaps | 1, 604 
port, W. Va. P-6M, 
, 310 Thiokol Chemical Corp--. Post Otfice Box 1887 Church | Motors, propellants........--_-.-- 13, 972 
Street Station, New York 
), 190 ce # 
Thompson Ramo Wool- | 23555 Euclid Ave., Cleve- | Power conversion system_...--_---| 4, 501 
1, 726 dridge, Inc. land 17, Ohio. | 
U.S. Rubber Co-__- Mishawaka, Ind Cell fuel tanks and miscellaneous 2,915 
7, 507 | rubber products. 
cnonnaanannvin 3919 10th St., Long Island, | Miscellaneous machined parts__--- 2, 265 
4, 872 NY. 
1, 754 en en eee 
Former Government officers and employees 
1, 315 
— - a ae oe =e ————~ Te 
1,070 | Month and year 
Le Name Business address Title of job performed | when entered 
1, 356 | company service 
9, 360) — —— i — a ~ am ee 
Ackerman, W. A | The Martin Co., Orlando, | Associate engineer --- | November 1958, 
| Fla. | | 
1,171 Bicknell, Wilford D_ The Martin Co., Denver, | Manager, project—logistics....| September 1957. 
Colo | 
7,917 Burnette, C. S_.- The Martin Co., Baltimore, | Assistant project engineer I_..| September 1958. 
1 
Campbell, Richard F .do Manager, contracts I | December 1958, 
" Fisher, E. Lyle-- do ’ Assistant to general counsel_..}| September 1958. 
0, 174 Hall, James F The Martin Co., Orlando, | Design specialist. - | July 1957. 
Fla 
444 Heron, Max L The Martin Co., Baltimore, | Chief, data processing | January 1957. 
X\ } 
2, 123 Kearns, John L_. The Martin Co., Denver, | Design engineer February 1959. 
Colo | ] 
4 Loppert, J. V The Martin Co., Baltimore, | Manager, nuclear operations__| April 1958. 
ess Nid 
“ Maslin, Wm. R do... Project evaluator IT. January 1956. 
4,6 Miller, Myron. The Martin Co., Orlando, | Design engineer | June 1957, 
Fla | 
4,061 Morelli, Ugo The Martin Co., Baltimore, | Design engineer IT. | April 1957. 
P Mad 
2, 628 Mossman, Emmett The Martin Co., Denver, Research scientist September 1958. 
I 
439 Cok 
sad Pasamamick, Jerome The Martin Co., Orlando Assistant to operations man- | August 1957. 
1,079 Fla iger. 
™ Perlman, George H The Martin Co ore,) Manager, operations planning | April 1959 
Le Md I 
7 OS Randall, Lowel! The Martin Co., Denver Chief, complex A June 1958, 
‘ 
* Roy, J. Albert The Martin ¢ Orlando iperviser, engineering labo- | September 1957. 
165 ria ratory 
rr Sands, George D The Martin ¢ sal ( Manage entific require- | February 1959 
1, 8 M ents 
© AER Spencer, Roy C ) Principal st enrineer August 1958 
phe T Hans J tall scientist December 1955. 
C ( Departme m er, inte February 1957. 
1,616 udit de ment 
4,441 
1, $l4 
1, 8 
2, 329 
1. 
1, 375 
2, 92 
1,751 








Name 
Allen, C. B 


Ballentine, S. 8 
Baumgarner, G. 


Belmar, Robert 


Borowski, Anthony 


Boyer, John 
Brazil, William P 


Burns, Robert V___-- 


Camp, Russell 


Carleno, Albert 
Chandler, Robert J 


Cooper, A. J., Jr 
Cooper, L. D 
Cosby, C. H 
Credit, L. W 
Daly, E. G- 
Delp, Harry 
Dent, F. R 
Foley, R. J 
Frey, D 

Fritts, Melvin 
Glade, Kenneth 
Gregg, James H 


Hanna, William A 
Havard, V., Jr 


Henry, Charles E 
James, Joseph H 
*Jarek, Frank 
Johnson, Frank 


Johnston, Robert K 
Lotter, C. A 


Mayer, Robert E 


MeAninch, John C 


Miller, S.S 
Moseley, Stuart 


Murley, J. David 
Newell, David G 


Palmer, Leonard 


Pie repont, &.H..I¢r 


Piper, E.8 
Potocki, Jonnie A 
Purvis, R.S 

Ray, David W 


teeves, M.C 
Roberts, Nelson R 


Tt 


TI 


Fla. 
The Martin Co., Denver, 


Retired military personnel 


Business address 


1e Martin Co., Baltimore, | 


a. 
do 


re Martin Co., Orlando, 


Colo. 


The Martin Co., Orlando, 
F 


la. 
The Martin Co., Cocoa, Fla 
The Martin Co., Orlando, 


Fla. 
The Martin Co., Baltimore, 


The Martin Co., Denver, 


d 


Colo. 


The Martin Co., Orlando, 


T! 


do 


do 


Fla. 
ie Martin Co., 


Colo 


r} 
I 


The Martin Co., 


1e Martin Co., 


| ‘la. 
The Martin Co., Baltimore, 


( 


Colo 


The Martin Co., 


The Martin Co., 


The Martin Co., 
‘ 

The Martin Co., Orlan 
ia 

The Martin Co., Baltimore, 

The Martin Co., 


The Martin Co., 


‘ 


do 
do 
do 
ie Martin Co., 
Colo 
do 


Fla 
do 
F] 
Mad 
Colo 


Mad 
’ 
ao 


The Martin Co., Or 


ta 
The Martin Co., Baltimore, 


he Martin Co., 
Mad 
The Martin Co., Den 
Colo 
lo 


The Martin Co., Baltimore, 
Mad 
The Martin Co., Orl 
Fla 
The Martin Co., 
Mad 
The Martin Co., Orl 
Fla 
do 


FI 


Md 


The Martin Co., Cocoa, Fla 
rhe Baltimore, 


‘he Martin Co., Or 


The Martin Co., Dem 


Colo 
he Martin Co., Or 


Fla 


he Martin Co., 
Md 


Denver, 


Orlando, 


Denver, 


Baltimore, 


Denver 


Orlando, 


Baltimore, 


Denver, 


Baltimore, 


Baltimore, 


Baltimore, 


Title of job performed 


Assistant to chairman of the 


board. 
Senior engineer 


Senior service engineer 


Engineer 


Reproduction supervisor - 


Subcontract coordinator 
Associate service engineer 


Dayton representative 


Group manufacturing 


neer, 
Group engineer II 


Manufacturing master plan- 


ning. 
Design engineer 


Parts service engineer 


Assistant 
neer, 


Production utility engineer II 
Senior plant design engineer 


Engineer, chemical physics 


Director of missiles 
tronics. 
Evaluation specialist 
Senior engineer 
Material analyst 


Instructor, field service 


ort 
por 


Junior laboratory technician 


Associate engineer 
Senior engineer 


Group engineer 


Senior engineer, Materia 


Manager, financial 


Assistant manager, 


providing department 
Armament group engineer 


Support engineer 


Spare inalyst A 
Manager supply 
Pre iluator 


nect ey 


Senior engineer 


Instructor, field service 


Buye 

Administrative assis 

Planner, tool cribs 

Senior engineer 

Crater B 

Manager of Navy 
ment 


Engineer 


supervisor 


planning 


ervices 


Facilities representative 
Planner, logistics support 
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Month and year 
when entered 
company service 


$e 


| 
July 1956, 


May 1953. 
February 1957, 


July 1958, 


May 1957, 


December 1958, 
May 1958, 


January 1955, 
June 1957, 


M iv 1956, 
May 1957. 


September 1958, 
January 1959, 
December 1957, 
February 1956, 
April 1958, 
December 1952, 
Septemt er 1958, 
October 1958, 
January 1957, 
June 1958, 
August 1958, 
January 1959, 


October 1958, 
August 1956, 


June 1957, 





Do. 


February 1959. 
May 1956, 


January 1959, 


March 1959, 


June 1959 
August 1957. 
April 1959. 
August 1957. 
March 1959. 
July 1953. 
December i958. 


September 1957 
August 1954 





Rowe, 
Skado' 
Skinne 
Stenin, 
Stephe 
Stewal 
Tibbet 
Trimb 
Trout, 


Trout, 
Van He 
Varley 
Watter 


Weiricl 
Wells, 


Yoder, 
Zemke 
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/ear 


1958. 


957, 


956, 


1952. 


1958. 


1959 


1958, 


or 1958, 


er 1957 


O54 
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Retired military personnel—Continued 


Name 


Rowe, J. W The Martin Co., 
Md. 
Skadowski, Karl E The Martin 
‘la. 
Skinner, Leslie C | do 
Steninger, Howard The Martin 
Colo. 
Stephens, G. D- _do 
Stewart, Eldon C. The Martin 
Fla. 
Tibbetts, K. E | The Martin 
Colo. 
Trimble, H. W bie Martin 
Fla 
Trout, Kenneth E The M: irtin 
Colo. 
Trout, Robert E do 
VanHorn, Paul do 
Varley, Harold. -. do 
Watterson, Travis K _do 
Weirich, A. F do 
Wells, Leslie _do 
Yoder, Charles R _do 
Zemke, Otto_- The Martin 
Fla. 


Mr. Heserr. 
Mr. CourRTNEY. 


please ? 
Mr. H&perr. 
[ Pause. ] 
Mr. Héperr. 
Mr. Courtney. 
Mr. CourtTNey. 

of Raytheon 
Mr. Hépverr. I 
Mr. ¢ 


Yes. 





Mr. Leathem, and Mr. Schenk. 


man. 


Business address | 


Co., 


Co., 


Co., 
Co., 
Co., 


Co., 


O8., 


Baltimore, 


DEFENSE 





Orlando, | Support engineer 


Design engineer II 
Denver, 


| Management engineer 
Technician, senior, 
ment and equipment. 


Orlando, 


Denver, 


Orlando, | Supervisor, support 


Denver, | Associate engineer 
Senior estimator . 
Senior projects planner-_ 
Senior engineer ____ 

| Management analyst, 

trial relations. 


Senior plant design engineer - - 


Quality control 
supervisor. 
Senior engineer 


Orlando, | Electronics developer 


Next witness, Mr. Courtney. 
Raytheon Corp. 
Mr. Chairman, may we hav 


The committee will be in order. 
We have Mr. Hannah; Mr. Adams, 


van’t hear you. 
‘ourTNEY. Mr. Adams, the president of Raytheon, Mr. Hannah, 
These gentlemen are here, Mr. Chair- 
I would ask that they be identified, before giving the oath. 


Would you identify yourselves to the reporter? 


Mr. Apams. Adams. 
Mr. LeEaATHEM. 
Mr. Courtney. 
Mr. Apams. 
Mr. Courrney. 
gentleman ¢ 
Mr. Hann 
of Raytheon. 


NAH. 


Charles F. 


Leathem. 
What is your first name, Mr. 
Adams. 
You are the president of Raytheon. 


Tam Paul F. 


I am president. 


And Mr. Leathem is assistant to the president. 
Mr. Learuem. Ernest F. Leathem, assistant to the president. 


Mr. CourtNeEy. 


Mr. Schenk is here. 


Mr. Scuenk. Peter J. Schenk. 


Mr. Héserr. Will you gentlemen take the oath. 


has already taken the oath. 


Mr. CourtNeEy. 
Mr. Scuenk. Yes. 


You have already been sworn ? 


INDUSTRY 


Title of job performed 


Senior specifications engineer 


Service engineer, field support- 


instru- 


Director, activation division 


indus- | 


engineer | 


Adams? 
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Month and year 
when entered 
company service 


| 
~ 
| February 1953. 
August 1958. 

| May 1959. 

| March 1957 


| September 1956. 
| August 1957. 


January 1959. 
May 1957 
| March 1958. 


October 1958. 
November 1958. 
November 1958. 
May 1957. 

| April 1958. 
October 1958. 


Do. 
February 1957. 
we 


e a short conference now, off the record, 


the president 


The next 


Hannah, secretary and general counsel 


TI think Mr. Schenk 
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Mr. Courrney. In this present hearing, Mr. Schenk. 

You and each of you do solemnly swear the testimony you will give 
before this subcommittee in the matters now under consideration will 
be the truth, the whole truth, and nothing but the truth, so help you 

xod ? 

Mr. Hannan. I do. 

Mr. Apams. I do, sir. 

Mr. Learuem. I do. 

Mr. Héserr. You may be seated. 

Mr. Courtney. Mr. Adams, do you have a prepared statement 
which you would like to give at this time, or a statement that you 
would like to make ? 


TESTIMONY OF CHARLES F. ADAMS, PRESIDENT; PAUL F. HANNAH, 
SECRETARY AND GENERAL COUNSEL; ERNEST F. LEATHEM, 
ASSISTANT TO THE PRESIDENT; AND PETER J. SCHENK, RAY. 
THEON CORP. 


Mr. Apams. I have a brief oral statement that I would like to make, 
sir. 

Mr. Courtney. Will you proceed, sir. 

Mr. Apams. We do believe in the employment of retired officers, 
We believe that they are an important part of the industry military 
team, which is so vital to our defense at this time, and particularly in 
the kind of a technological contest that we are in with the potential 
enemy. 

We believe on the other side that it would definitely have an adverse 
effect on the morale of the armed services if the opportunity for em- 
ployment after retirement in positions for which their experience and 
training has fitted them should be denied to them. 

We employ 22 officers of above the rank of lieutenant in the Navy 
or captain in the Army and the Air Force, and who are getting over 
$10,000. 

Mr. Courtney. Is that your statement ? 

Mr. Apams. That is the end. 

Mr. Courtney. Will you bear with me, then? And any one of you 
gentlemen who can, answer the question, so we can understand whether 
our analysis of the situation at Raytheon is correct. These are from 
the questionnaires. We have 18 ce Gun returned from the 
military. One brigadier general is employed, three colonels, four 
lieutenant colonels, one rear admiral, six captains, two commanders, 
and one lieutenant commander from the Nav y. That makes a total of 
18 who have thus far answered their questionnaires. 

And from that, or from those answers, the apparent «duties of the 
respondents is: Administrative duties, 10: 1 teehnical, 2 in a class 
that we have come to know as miscellaneous, because it is not quite evi- 
dent what the precise duties are; of these, 9 were voluntarily retired, 
6 involuntarily retired, and 4 are on disability retirements. 

Now, just so we can have this in focus. Now, against the total 
population of the Raytheon Corp., what is the total population é 

Mr. Apams. Approximately 39,000, sir. 
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Mr. Courtney. Thirty-nine thousand. Then of the categories in 
which these 22 or 18, as we have them, would be distributed, what 
would you say the population of Raytheon would be? 

Mr. Apams. We have approximately 1,600 people who are in this 
category of receiving salaries of $10,000 and over, and who hold re- 
sponsibilities approximately comparable to these people. So that this 
is 18. The figure you have are 22 including some others that we have 
dug up here, out of 1,600. 

Mr. Courrney. In comparable positions or classes or rendering the 
same or like services ? 

Mr. ApAms. Yes, sir. 

Mr. Courtney. Of the total Raytheon complex. 

Now, the general product, its usual product, is electronics; is it not ? 

Mr. Apams. Yes, sir. 

Mr. Courtney. Tubes and electronic devices, and the like. 

Mr. Apams. And we are the prime contractor on two missiles. 

Mr. Courrngy. Yes. And those contracts, just so we will have it 
in the record here, are with what service ? 

Mr. Apams. The Sparrow III is with the Navy. The Hawk with 
the Army. 

Mr. Courtney. The latter one is a more recent contract; is it not? 

Mr. Apams. Yes, sir. 

Mr. Courrney. The Army 

Mr. Gavin. What is the name of that latter one? I didn’t hear. 

Mr. Apams. The Hawk, the Army Hawk. 

Mr. CourrNey. Now, with respect to your relationship with the 
Government, and the employment of retired military, speaking as an 
industrialist—you have very briefly touched on that—what is your 
opinion as to whether or not there should be any limitation or re- 
striction or cooling-off period, whatever you choose to call it, in the 
employment of these military ? 

Mr. Apams. Sir, we do not believe that retired military officers or 
civilian employees should participate in negotiation in behalf of 
industry in situations in which they have formerly participated on 
behalf of the Government. 

This prohibition should continue throughout the existence of the 
particular project. This we believe is the only prohibition needed. 

The competent military officer or civilian employee loses neither 
his competence nor his integrity when he leaves the service of the 
Government. 

We can ill afford to make idle, even for a short period of years, the 
accumulation of knowledge and skill which retired officers and 
civilians possess. 

In any event, we believe that any laws or regulations should be 
uniform and should not be more restrictive on one group than on 
another. 

Mr. Courtney. Within the military ? 

Mr. Apams. Yes. 

Mr. Courrney. And you believe that industry could live with such 
a limitation—industry could live with such a limitation and still 
employ useful talents 

Mr. Anas. Yes, sir. What I am saying is that if a man has been 
negotiating a contract on the Government side, and then comes over 
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to industry in connection with this same thing, this we think is wrong, 
This is the particular instance that I 

Mr. Courtney. Now, if I carry your thought through, I would take 
it you would say of an officer who had been identified with, well, let’s 
say your Sparrow, just to pick out a name—this would be a single 
identifiable project. You would exclude him from any further deal- 
ings in relation to the Sparrow project with your company; is that 
right ? 

Mr. Apams. Yes. 

Mr. Covurrney. Is that your 

Mr. Apams. Contractual. 

Mr. Courtney. Contractual ? 

Mr. Apams. Contractual. 

Mr. Courtney. Well, would you exclude them from the technical? 

Mr. Apams. No, sir. 

Mr. Courtney. The technical relationship ? 

Mr. Apams. No, sir. 

Mr. Courtney. Now, as a matter of experience—and this comes 
down to a definition of “selling,” which is pretty wide open, I 
guess 

(Mr. Adams nods. ) 

Mr. Courtney. Actually, the sale commences when you come into 
agreement, or come to an understanding as to what is feasible or 
what you can produce; isn’t that correct, and this occurs at the tech- 
nical level; isn’t that right? 

Mr. Apams. That is correct. 

Mr. Courtney. So that the beginning of a contract which may 
ultimately be formed is really in the technical stage; is it not? 

Mr. Apams. Well, in this particular case that you bring up, sir, I 
would assume that the contractor negotiations were already going on. 
That was part of the case, as I understand it. 

Mr. Courtney. Well, let’s go back a little further and try to get 
your understanding of what you think would be a reasonable limita- 
tion so as to impose no handicap or penalty. 

Let us suppose before the Army missile which you have just taken 
on actually was formed into a contract, either for development of 
the prototype—while it was in the research and development stage, or 
even before, if you had the contract for research and development. I 
don’t know whether you did or not. Actually, the beginning of the 
contract would be the time in which information was exchanged as to 
whether or not the missile as conceived would be feasible and produci- 
ble; isn’t that right? Isn’t that when the contract would start ? 

Mr. Apams. Well, I would state that was the beginning of the sell- 
ing, not the beginning of the contract. 

Mr. Courrney. The beginning of the selling. 

Mr. ApAms. When you discuss a specific proposal, with dollar 
amounts, and so on, in it—— 

Mr. Courtney. Well 














Mr. Apams. That would be the beginning of the contract. The 
beginning of the selling would be when you were trying to place be 
fore the Army, in this particular case, the capabilities of your com- 
pany to do the necessary research and development, and later produc 
tion of this particular weapons system. 


M 
ders 
of t 

M 
you. 
adec 
expe 
“sel 

M 
Now 
sort 
they 
pect 
wou 

M 
office 
is to 
bilit: 
and 
the t 
he s| 
that 
amel 
shou 

Mi 
limit 
Mi 
Mi 
unde 
conv: 
whon 
Mi 
negot 
side 1 
shoul 
Mr 
Mr 
that 
capal 
peop! 
judgr 
us he 
that « 
ing, o 
al [r 
officer 
thing 
perso 
capab 
be cor 
Mr. 
is not 
comp: 








ong, 


take 
let’s 
ngle | 
eal- 
that 


cal! 


mes 
n, I 


into 
e or 
ech- 


may 


ir, I 
y ON. 


) get 
nita- 


aken 
it of 
e, Or 
t. I 
f the 
as to 
luci- 


sell- 


ollar 


The 
e be- 
com- 


yu. 


RETIRED PERSONNEL IN DEFENSE INDUSTRY 791 


Mr. Courtney. And this is where you would break off in your un- 
derstanding the matter of selling as distinguished from an exchange 
of technical information; is that right ? 

Mr. Apams. Well, a presentation of the technical capabilities of 
your technical staff, of the facilities that you have, and that you are 
adequately financed—the presentation of all of this is in a sense, I 
expect, that which could be included in some sort of a definition of 
“selling.” 

Mr. Courtney. Well, how does it shape up in your mind, now / 
Now, you have the practical job, as an industrialist, of making some 
sort of determination in this area, having in mind the statutes. If 
they didn’t affect your company, they certainly would affect a pros- 
pective employee. How would you break it up? What definition 
would you use ¢ 

Mr. Apams. My definition is concerned primarily with contracting 
officers, or their superiors, who determine that this particular contract 
is to be given to this company. But officers who have that responsi- 
bility, of determining that that contract be assigned to that company 
and that later the details of the contract actually be signed off, of all 
the things that go into that—if such an officer came into our employ 
he should have nothing to do with the contractual relationships of 
that contract during its duration. By that I mean there might be 
amendments, additions, and so forth, and such officer, in my opinion, 
should have nothing to do with that during the life of this project. 

Mr. Courrney. During the life of the contract, rather than the 
limitation in years; is that right ? 

Mr. Apams. That is right. 

Mr. Harpy. Can I understand, though. You mean that that officer, 
under the definition—it would be entirely proper for him to seek to 
convince his previous associates that you were a proper person to 
whom the contract should be awarded # 

Mr. Apams. Sir, I was assuming that at the time—if the contract 
negotiation was not completed, then I say he should be barred on our 
side from having anything to do with convincing the military that we 
should have the contract. 

Mr. Harpy. Yes, but you got to establish the technical capabilities. 

Mr. Apams. If he had been active on the military service during 
that period, he wouldn’t be working for us trying to sell the technical 
capability. ‘That would be done by others. If he were one of the 
people to whom we sold this thing, one of the people involved in the 
judgment to assign it to us, then if he left the military and came to 
us he should have nothing more to do with the contractual aspects of 
that contract, although we might assign him to doing some engineer- 
ing, or something to help get the contract carried out. 

Mr. Harpy. Well, let’s divorce our thinking now from the specific 
officer with whom you had previously done business on this type of 
thing. But it is within your policy, then, to have retired military 
personnel present your technical capabilities, and your management 
capabilities for the purpose of having it determined that you should 
be considered for the negotiation of a contract ? 

_ Mr. Apams. I don’t think that this is necessarily wrong. But this 
Is not the practice of our company. It has been the practice of our 
company, as a general matter of policy, to have the retired military 
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officers who work for us not be involved in the selling function, and by 
the selling function I mean the attempt to put over to the milita 
service that we are capable of doing this contract and, therefore, they 
ought to place it with us. 

We try to keep our retired military people entirely clear of that, so 
there will be no misunderstanding. 

Mr. Harpy. Then, it is your testimony that your retired military 
personnel do not contact active duty military personnel for the pur- 
pose of pointing out your capabilities? 

Mr. Apams. Well, I can’t say that this is entirely—there is a gray 
area here, sir. Some of our retired military personnel are assigned 
to positions where it is their responsibility to follow the program, 
study the programs that may be developing within the services so that 
we can plan and prepare to make proposals at the proper time. 

Mr. Courtney. Well, now 

Mr. Apams. In the course of doing that, it is inevitable that there 
will be some discussion of the company and its capacities. 

Mr. Courtney. Now, most of your contracts are negotiated con- 
tracts, aren’t they ? 

Mr. Apams. Well—yes, sir; I think most of them are. 

Mr. Learuem. Yes. 

Mr. Courtney. So they are based on an original determination as 
to the company with whom negotiations would be conducted ? 

Mr. Apams. Yes. 

Mr. Courtney. So that original determination is a question in this 
whole problem. 

Now, of course, after the determination has been made to award 
a contract to a particular company, then the negotiations take place 
to determine what will be the value of the contract ? 

Mr. Apams. Yes, sir. 

Mr. Courtney. Or the terms of the contract? 

(Mr. Adams nods. ) 

Mr. Courtney. But the stage at which the selection, actual selec- 
tion of the contractor is made, is the stage where technical capabili- 
ties are being discussed ¢ 

Mr. Apams. Yes, sir. 

Mr. Courrney. Management capabilities are being discussed? 

(Mr. Adams nods. ) 

Mr. Courtney. And it is at that stage that you sometimes de employ 
military personnel ? 

Mr. Apams. We do not, sir. This isan area in which we try to keep 
the military personnel clear. 

We do use them to determine when these military requirements 
may be coming up. But we are quite careful when we want to go in 
and state our capabilities—the military officer may arrange for the 
meeting, but we send a team from our company, of people who are not 
retired military people, to present our proposal and to try to develop 
our capabilities and do those things vou mentioned a moment ago. 

Mr. Courtney. Now, you said the military officer may arrange for 
the meeting ? 

Mr. Apams. Yes, sir. 

Mr. Courrney. Just what does that military officer do prior to the 
time that you send in vour team to convince the military / 
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Mr. Apams. Well, he would, for example, in the case of the Army, 
indicate that in the Army planning, as nearly as he could determine, 
there was a requirement coming up for an antiaircraft missile, and it 
would come in the year 1954, or whatever year it might have been that 
the Hawk came up, and that this is perhaps a thing on which Ray- 
theon should make a proposal. This information would be fed back to 
us and then we would send a technical team down to be in the Penta- 
gon, let’s say at 10 o’clock on a Monday morning, that date having 
been set up possibly by a military officer who was assigned to our 
Washington office. He would not be one of those making the presenta- 
tion of Raytheon’s capabilities, however. 

Mr. Gavin. At that point—— 

Mr. Harpy. Excuse me just a minute, Leon. 

Now, just exactly how does he find out that this procurement is 
coming up ? 

Mr. Apams. This is by a continuing contact, in office hours or 
otherwise, over the lunch table, and so on, with officers in the services 
who have to do with the planning and development of requirements for 
military electronics. We have to keep in touch with these people. 
They are our customer. 

Mr. Harpy. So that one of the functions, then, of some of your re- 
tired military personnel, is to keep in touch with active duty military 
personnel so they will be informed ? 

Mr. Apams. Yes, sir. 

Mr. Harpy. Of the thinking of the active duty military personnel, 
planning with respect to weapons and prospective development 
contracts ! 

Mr. Apams. Yes, sir. The emphasis here on our military people is 
that they are receiving information, and not putting out selling effort. 

Mr. Harpy. I understand. But I was trying to understand how it 
works, 

Now, how many retired military personnel do you have that are ac- 
tually serving in that capacity ¢ 

Mr. Apams. About six. 

Mr. Harpy. You have about six. And it is a part of their duty 
to keep in touch, and as retired personnel they have access and are 
encouraged, I believe, aren’t they, to contact their former associates 
and keep in touch with military developments / 

Mr. Apams. That is right, sir. 

Mr. Harpy. So it is part of their duty to keep in contact with the 
active duty personnel, to have lunch with them, discuss these mat- 
ters with them, keep informed, and then to bring the information back 
to you? 

Mr. Apams. Yes, sir. 

Mr. Gavin. Would the gentleman yield? 

Mr. Harpy. Glad to. 

Mr. Gavin. In other words, although they have—they don’t enter 
into any contractual procurement in any way, but they are in the 

background, with managerial direction telling those that are han- 
dling the contractual arrangements w hat to do, ‘who to see, and how to 
doit. That is all right. They are giving them direction. Indirectly 
they are partic ipating in the selling job. Your objective is to work 
up your technique and get the proper guidance and direction, as to 
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who is who and who to see and who it should be discussed with. They 
are part of the selling team. 

Mr. Apams. In an indirect way it can be said 

Mr. Gavin. Yes. 

Mr. Apams. It can be said that any marketing activity is to discover 
the requirements and desires of the customer, so you can have a prod- 
uct available at the right time that he may be willing to buy. 

Now, it is this receiving and study and planning activity in which 
these military people take part. And, incidentally, I might say 
that we have a great many civilian people, who outnumber them, 
doing the same kind of thing. 

Mr. Gavin. I presume you have. 

But we will take one particular weapon. A man may have been 
working on the project in the Department of Defense, and he comes 
over with your company. You don’t just disassociate him entirely 
from any suggestion or recommendations or any experience or knowl- 
edge he may have on that particular weapon. You don’t stop and 
draw the line and say “You can’t participate in that.” You may, in 
the background, participate and give direction to those who are ulti- 
mately going to lead up to proceeding with the Government for the 
contract. He isn’t shut off from any attempt to give the benefit of his 
knowledge and experience on that weapon to the people in your com- 
pany, by any stretch of the imagination, you wouldn’t say? 

Mr. Apams. If he has come from an area, sir, where that particular 
requirement for the weapon was developed, and the negotiations prior 
to contracting were carried out, then we would ordinarily assign him, 
if he had to do with that weapon, to some production job—something 
to do with delivering the material, and not following the contract 
negotiations or any continuing selling or followup relationship. We 
would put him back in the shop, seeing that. the weapon 

Mr. Gavrx. What do you hire him for, then, if you are not going 
to take the benefit of his knowledge and experience? 

Mr. Apams. Well 

Mr. Gavin. And his ability to suggest and advise and direct you 
and your company. And those are in the background. 

That is what you secure his services for. So certainly somewhere 
along the line you coordinate all of your individuals that are work- 
ing on a project and develop a technique and system to approach the 
Federal Government. I don’t see where you can draw a line on it. 

Mr. Apams. Well, my point was, sir, if I may say this again, that 
many of these people—and they are in a variety of jobs. We were 
talking about six out of the 22. Many of these people actually have 
engineering training, and they would be put to work doing design 
work on the missile. They might have administrative training— 
would be a personnel manager in the missile division, or something 
of that kind. 

Mr. Gavin. You don’t get those in the upper echelon, on these de- 
sign jobs, and things like that. Those are left to engineers. These— 
how many, six individuals 

















Mr. Harpy. That is what IT would like to ask him. 

Mr. Gavin (continuing). That vou referred to. You don’t put those 
in pny work of such a nature. You can secure the services of those 
individuals for a whole lot less money than you are paying these par- 
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ticular individuals. And I just can’t imagine that you would take 
those individuals and assign them to some particular work, when 
you were working on a very important assignment of a missile, or 
something, and they wouldn’t be conferred w ith or consulted to get the 
knowledge and experience. I just don’t see where you would put 
them in that kind of a spot. 

Mr. Apams. I think a careful examination of the record would 
show that many of these people are employed down the line in posi- 
tions unlike the six. 

Mr. Harpy. Now, could I inquire about that avenue. Do I under- 
stand that you have a total of 22 that are performing essentially this 
same function, of which 6 are retired military and the remainder are 
civilians ¢ 

Mr. Apams. No, sir. We have 22 retired military people above the 
rank of captain or lieutenant, who are drawing more than—$10,000 or 
more. 

Mr. Harpy. 

Mr. ADAMs. 

Mr. Harpy. Oh, I see. 

Mr. Apams. Are employed in jobs where they have to do with con- 
tacting active duty officers. 





I would like to get back 
Of the 22, 6. 


Mr. Harpy. Well, now, I understood that you also had a group of 
civilians that are making that same type of contact with military 
personnel. 

Mr. ApAms. Yes, sir. 


Mr. Harpy. Now, to whom do these six report? Under whose di- 
rection do they work ? 

Mr. Apams. Well, we have a vice president for Government mar- 
keting; is that right? 

Mr. Leatuem. Yes. 

Mr. Apams. A vice president for Government marketing. 

Mr. Harpy. And who is he? 

Mr. Apams. His name is Charles Manhart. 

Mr. Harpy. And these six nten work under his direction ? 

Mr. ApAms. With one exception. We have one vice president here, 
aretired military officer, who reports to me, 

Mr. Harpy. He reports directly to you. 
contacts with military personnel 4 


Now, 


does he also make 


Mr. Apams. Yes, sir. 
Mr. Harpy. And he reports directly to you? 
Mr. Apams. Yes, sir. 


Mr. Harpy. Does he report regularly—I suppose, at specific periods, 
concerning the individuals whom he has contact with ? 


Mr. Apa. MS. 
Mr. 
Mr. 
Mr. 


ADAMs. 
Harpy. 


TLarpy. 


No, sir; he does not. 
Who is he? 

David R. Hull. 
What was his rank ? 


Mr. Apams. He was a captain in the Navy. 
years ago. He served with another company for 3 years before he 
came tous. He then was actively an operations or division manager 
in our company. He was for a number of years part. of our active 


operating management, before he came here to W ashington, which is 
MS present post. 


He retired some 12 
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Mr. Harpy. You say he does not submit a written report of the 
individuals whom he contacts on active duty in the military ? 

Mr. Apams. No, sir. He fulfills the post of senior management 
available in Washington, so that if somebody wants to get hold of 
senior responsible management of Raytheon in Washington, he is it, 

Mr. Harpy. So he is stationed in Washington. 

Mr. Apams. Yes, sir. 


| 
| 
| 


| 


Mr. Gavry. Managerial director. He coordinates those in Wash. | 


ington, and they seek his advice and information as to how they 
should proceed, I imagine, on any particular matter 


Mr. Apams. Yes, sir; he advises the people in Washington. He is | 


on the telephone with me from time to time when things come up 
which I should know about. But his long experience as an operating 
man within the company means that he can answer most of the ques. 
tions. He can speak for the company and ean speak for the division 
managers without having to necessarily go back to them. 

Mr. Gavin. How many vice presidents do you have / 

Mr. Apams. About 10, sir, I believe. 

Mr. Gavin. What? 

Mr. Apams. Ten, I think. 

Mr. Gavin. Well, that is not quite as many as some of the others, 

Mr. Harpy. How many pepole are working in your Washington 
office making contacts with the Pentagon under Captain—what was his 
name? [Chorus of “Hull.”] 

Mr. Courrney. Hull. 

Mr. Apams. Captain Hull is not the manager of the Washington 
office. He does not have this direct responsibility. 

Mr. Harpy. He is vice president of the company. 

Mr. Apams. He is a vice president of the company, but we have 
another man who is manager of the Washington office and who 
coordinates the people that we have in that office. 

Mr. Harpy. Are there any retired military personnel in that office! 

Mr. Apams. Yes, sir; there are. 

Mr. Harpy. Any of these six we have been talking about ? 

Mr. Apams. Yes. We have Taussig, who is a retired naval officer, 
and Bailey, who is a retired Army colonel. 

Mr. Harpy. And these are the only two retired military officers 
working in the Washington office ? 

Mr. Apams. McCleary. We have one more, McCleary. 

Mr. Harpy. Four, including Captain Hull? 

Mr. Apams. Yes, sir. 

Mr. Harpy. Now, didn’t I understand you to cay that these men 
reported to another vice president ? 

Mr. Apams. All except Hull. 

Mr. Harpy. But they also work uoder the manager of the Wash 
ington office. Is hea vice president, also? 

Mr. Apams. No, sir. The manager of the Washington office report 
toManhart. He isa link in the command chain here. 

Mr. Harpy. So they do not report Cirectly to the vice president! 

Mr. Apams. No, sir. 

Mr. Harpy. They report to the director of the Washington office! 

Mr. Apams. Yes. 
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Mr. Harpy. Do they submit weekly reports to any one of their con- 
tacts with the military personnel ¢ : | 

Mr. Apams. No, sir. They submit reports of information that they 
get, but I have never seen it in form where it said: “I saw so-and-so. 

Mr. Harpy. It doesn’t identify the individual from whom they get 
the information ? 

Mr. Apams. No, sir; not in the form that I have seen it. 

Mr. Harpy. Well, have you seen their reports, or have you just seen 
the summary prepared by somebody in the Washington office? 
Having been a salesman myself, and making contacts, it would be 
awfully surprising to me if they didn’t indicate by name every in- 
dividual they saw. 

Mr. Apams. Well, I think this is a little different, sir. They are not 
going to make a good showing by listing a large number of senior 
military people that they have seen. 

Mr. Harpy. I am talking about for internal use. 

Mr. Apams. I willask Mr. Leathem. 

Mr. Leatuem. I can take that, if you wish. 

Mr. Harpy. Anybody can answer it. 

Mr. Learuem. Mr. Leathem is my name. 

These men in the Washington office file their reports not with Mr. 
Adams directly but Mr. Manhart, to whom he has already referred, 
the vice president for Government relations in Waltham. Other offi- 
cers are also furnishing such reports with Mr. Manhart. Mr. Man- 
hart then makes in his office a summary of all of these reports, and it 
is that that Mr. Adams sees. 

Mr. Harpy. Well 

Mr. Learnem. Now, whether or not the names of the people inter- 
viewed are included in these other reports—occasionally, I think they 
are; regularly, I think they are not. I mean, in other words, it is not 
apart of the usual format that is required. 

Mr. Harpy. Actually, they bypass the manager of the Washington 
office in making their Washington reports / 

Mr. Learnem. No; because these men in Washington make the re- 
ports through a report from the manager of the Washington office to 
Mr. Manhart in Boston, you see. 

Mr. Harpy. The thing that I was trying to find out, and we haven't 
pinned it down yet, is whether or not these men who are making con- 
tacts with military personnel indicate anywhere on their report the 
people with whom they talked and from whom they got the informa- 
tion. If they didn’t, it would not do you much good. You wouldn’t 
be able to follow it up if you needed to follow up something, certainly. 
If I had a salesman working under me, and I were the sales manager, 
if he didn’t tell me where he got the information from, I would fire him 
tomorrow. 

Mr. Learnem. There are cases where an individual’s name is im- 
portant, and I am sure it is included. All I am saying is that it is 
not a part of the regular format, unless the individual is the key in 
recommending the action for the home office to take. 

Mr. Harpy. Mr. Chairman 
_ Mr. Hannan. Mr. Hardy, may I clarify the point? You are mak- 
Ing an assumption that these people in the Washington office, the 
civilian and the retired military personnel, have a sales function. 

44112—59-—51 
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Mr. Harpy. I am not making an assumption that they have a sales 
function. But I do know how salesmen operate, and I do know how 
the people who are making daily contacts operate. Generally, under 
the supervisor for whom they are working. And if your, company is 
operating as loosely as you are trying to leave the indication that you 
are operating, it is a big surprise to me. 

Mr. Hannan. What I was trying to point out to you is that a great 
part of the work of these people relates to the administration of exist- 
ing contracts that have long since been negotiated, the day-to-day— 
meeting the day-to-day requirements of the military services for 
schedules for speed-ups, for changes, and so forth and so on. 

Now, I am sure that in the course of the correspondence back and 
forth, and the telephone calls back and forth, the statement is re- 
peatedly made as to the name of the Government official that either 
made the request and so forth and so on. I don’t think there is any 
doubt about it. 

Mr. Harpy. I am sure there would be. That is the only thing I was 
trying to elicit. Because, otherwise, you wouldn’t get the proper per- 
formance by the employee. 

Mr. Hannan. Now, whether these are put in formal report form— 
and I think that is the thing that led to the confusion 

Mr. Harpy. That doesn’t matter, particularly. 

Mr. Hannan (continuing). Whether or not it is oral, I don’t think 
we know at this point. 

Mr. Harpy. I see. 

Now, Mr. Chairman, I have just one or two other little questions I 
will try to dispose of quickly. 

Is your company a member of the Association of the U.S. Army? 

Mr. Apams. Yes, sir. 

Mr. Harpy. How about the Navy League? 

Mr. Apams. What? 

Mr. Harpy. Are you a member of the Navy League, also? 

Mr. Apams. Yes, sir; as an individual Iam. There are not com- 
pany memberships in the Navy League. 

Mr. Harpy. How many memberships do you have in the Navy 
League? 

Mr. Apams. Do you know? 

Mr. Leatuem. I don’t know. It is very small, sir. I don’t know 
theexact number. I could find that out if you wish. 

Mr. Harpy. Do you also have memberships in the National Security 
Industrial Association ? 

Mr. Apams. Yes, sir. 

Mr. Harpy. And I take it you are a member of the Air Force 
Association ? 

Mr. Apams. Yes, sir. 

Mr. Harpy. You don’t miss any bets on this go-around, do you? 

Mr. Apams. Well—— 

Mr. Harpy. How much is your total cost of these memberships in 
these various associations ? 

Mr. Apams. Mr. Leathem has that information here. 
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les | Mr. Leatuem. The total cost of the memberships in the last calendar 
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- Government, or to Government business, was $20,000. 


Mr. Harpy. Did that include the Aerospace Industries Association 4 
Mr. ApaMs. No, sir. 

Mr. Leaturem. No, sir; we are not members of that. ram 

Mr. Norsiap. Does that include advertising in the publications of 


these ea; Hebgapsh Ae-ye TAP SL SUE GRA, 
Mr. Learuem. No, sir; this is memberships, either individual or 


| corporate. 


Mr. Harpy. Do you have the figure on the amount that you paid 


the Air Force Association for advertising ¢ 


Mr. Leatuem. Yes, sir. 

Mr. Apams. Here it is here. 

Mr. Leatuem. It is—vou wantto give it? Excuse me. 

Mr. Apams. In 1957 it was $9,000; in 1958, $5,000; in 1959, so far, 
I presume, $6,000, 

Mr. LeatHEM. $6,000 

Mr. Apams. “Budgeted.” Excuse me. I see “budgeted” for this 
year. 

" Mr. Harpy. This is the budget figure 

Mr. Apams. That is right. 

Mr. Harpy. How about a comparable figure for advertising with 
the Association of the Army, and also the Navy League ? 

Mr. LeatueM. Let me get that figure. 

Mr. Apams. We advertised in the Naval Institute Proceedings. I 
don’t think there is a publication 

Mr. Learnem. The comparable magazine for the Army, we think, 
is Ordnance, put out by the American Ordnance Association. And 
in that magazine, the figures in the same years ran $3,000 for the year 
1957—these are round figures—$2,700 for 1958, and $3,400 for 1959. 

Mr. Gavin. Now, give us the Air Force Association. 

Mr. Heésert. Wait a minute. 

Mr. Leatuem. $9,000, Air Force, in 1957; $4,900 in 1958; $3,100— 
Tam sorry, $6,100 in 1959. 

Mr. Harpy. How about the Navy League? 

Mr. Leatuem. We did not advertise in the Navy League publica- 
tions. We advertise in the U.S. Naval Institute Proceedings. 

Mr. Harpy. That is just a one-shot proposition, isn’t it? 

Mr. Leatnem. No. This is regular advertising. And this is ap- 
proximately the same level : $6,000 in 1957, $6,000 in 1958, and $7,700 
in 1959. 

Mr. Hépert. But nothing with the Navy League? 

_Mr. Apams. There is no Navy League publication carrying adver- 
tisements, sir. 

Mr. Gavin. Oh, yes. 

Mr. Leatnem. If there is, we don’t advertise in them. 

Mr. Apams. We don’t advertise in them. 

Mr. Gavin. Oh, you don’t advertise in them. But we had one of 
their publications here several weeks ago. I recall it had several ad- 
Vertisements. 

Mr, Apams. I am not familiar with that, sir. It must be a new one. 

Mr. Harpy. One other question. What, if any, part of this adver- 
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tising expense is chargeable against any of your Government 
contracts ¢ 

Mr. Leatuem. This is an unallowable cost in Government contracts, | 

Mr. Harpy. So the only place you can deduct this is in your gen. | 
eral—you put it in your general overhead ? 

Mr. Leatuem. Yes; it is a deduction for tax purposes, of course, as | 
a business expense. 

Mr. Harpy. But it is not allowable in your general overhead as a 
deduction against any contracts ? 

Mr. Leatuem. That is correct. 

Mr. Harpy. So the only place you get it is on your income tax 
return / 

Mr. Leatuem. That is right. 

Mr. Apams. I would just like to make one additional point for the 
record, if I may: That of our total of $20,000 in dues, $15,000 of this 
is paid to the Electronics Industry Association, which is the trade as- 
sociation of the industry, and which is not tied in any way to any spe. _ 
cific service. This provides commercial information within the in- 
dustry and soon. 

Mr. Harpy. I see. Would that be comparable to the Aerospace 
Industries Association in that industry ? 

Mr. Apams. In a sense it would, sir, but not in the sense that it is 
dedicated to things having to do with the military. 

Mr. Harpy. Does it have any lobbying function ? 

Mr. Leatuem. It has; yes. 

Mr. Hannan. Primarily in the nonmilitary field. That is, it is in- 
terested in such things as Senate bill 11 and a variety of bills that re- 
late generally to the conduct of the electronics industry. It has been 
very much interested, of course, in the Federal Trade Act, and acts of 
that kind. Basically, it is concerned with the entire functioning of 
the radio, television, and tube industries in all its ramifications. 

Mr. Harpy. What are its other major functions aside from the fune- 
tion of influencing legislation ? 

Mr. Hannan. It does a great deal of technical work in the stand: 
ardization field. For example, a large part of its activities relates to 
the standardization of the some 100,000 electronic components. 

Mr. Harpy. Your membership in that is chargeable in any part to 
any defense contracts / 

Mr. Leatriuem. Yes. 

Mr. Hannan. Yes. 

Mr. Learnem. This is an allowable expense to Government con- 
tracts. 

Mr. Harpy. That isan allowable expense ¢ 

Mr. Leatruem. Yes, sir. 

Mr. Harpy. There, again, Mr. Chairman, we have allowed as an ex 
pense the cost of influencing legislation, even if it doesn’t relate to the 
military. \ 

Thank you very much, gentlemen. It has been very helpful. 

Mr. Hepert. I think we should note there that your company, the 
Raytheon Co., has a Navy contract. It doesn’t advertise with the 
Navy League. It has an Army contract and does advertise with 
Army ordnance. It has no contract with the Air Force and spends the 
most money, in advertising. 
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Mr. Apams. We do have Air Force contracts 

Mr. Héserr. The fact that Mr. Schenk is the president of the Air 
Force Association has no connection as a basis for the advertising ? 

Mr. Apams. No, sir. 

Mr. Learuem. Is that a question? Because I might point out that 
the largest of the three amounts of the last 3 years was spent with the 
Air Force Association before Mr. Schenk came with us. It happens 
to be the fact that of the three magazines, apparently this one has 
developed the largest circulation and can get the highest rates per 

age. 

Mir. Héserr. We are not criticizing Mr. Schenk. We are very im- 
ressed with his ability as president of the Air Force Association. He 
is very energetic. 

Mr. Apams. The dues that we pay to the Air Force Association are 

375 a year. 
nies. Heésert. Mr. Schenk, you better go around and see if you can 

ta little subscription. 

Mr. Norblad ¢ 

Mr. Norsiap. No. 

Mr. H&serr. John, any more questions ? 

Mr. Gavin. I have one. 

How about newspaper advertising? Do you do any of that? 

Mr. Apams. We did one once, I think, on one missile. Of course we 
doa lot of newspaper advertising to attract employees. 

Mr. Gavin. No; what I mean 

Mr. Apams. but that isn’t what we are talking about. 

Mr. Gavin. On the particular missile. 

Mr. ApAms. As I recollect, we did run one advertisement on the 
Hawk missile several years ago. 

Mr. Gavin. What was the purpose of that? What missile was it, do 
you remember / 

Mr. Apams. The Hawk. 

Mr. Gavin. The Hawk. 

Mr. Apams. The Army Hawk. 

Mr. Gavin. Well, what was the purpose of that advertisement ? 

Mr. ApAms. Well, the purpose of that advertisement was comparable 
to that of most of our advertisements, on the military side. In this 
particular case it was run in the New York Times only, and the main 
reason for it, therefore, was to impress the financial community that 
Raytheon had really grown up in the missile business. We ran it at a 
time when it was first released, when the security came off it and the 
timing had to do with that release of security. 

Mr. Gavin. You weren’t trying to curry any particular favor with 
any particular branch of Defense in running that advertisement ? 

Mr. Apams. Not in Defense. We were trying to curry a little favor 
in Wall Street, as I pointed out. 

Mr. Gavin. Very favorable—what ? 

Mr. Apams. I say, we were trying to curry a little favor in Wall 
Street at that point, sir, not in Washington. 

Mr. Gavin. Why would you want to curry favor in Wall Street? 
The facts are they weren’t buying any of these. 

Mr. Apams. No, sir. 
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But in a company of our kind, where we don’t have g 
very large advertising program with the consuming public, we find 
that it is important that our name get known so that our shareholders | 
among others—people interested in the company—realize that we arg | 
an important factor in the military business. And we felt at that) 
time that an advertisement that brought this out rather dramatically 
would be useful to us. 

Mr. Harpy. Did that ad serve to stimulate the interest in Ray. | 
theon’s stock ? 

That is an intangible sort of thing. 

Mr. Anas. No, nothing specifically that you could put your finger | 
on at that time, sir. | 

Mr. Héverr. Mr. Courtney, you have something? 

Mr. Courtney. I have just one short question so we will finish the 
subject of Government and company relations. 

In one of your answers you mentioned the fact that you had some 
civilian employees doing comparable work to those officers whom you 
have here in your Washington office. I took it that was the answer 
you intended to give? 

Mr. Apams. Yes, sir. 

Mr. Courtney. Now, from what sources, so we may have an under. 
standing of it, were these civilians drawn? I notice one answer to 
the questionnaire is a former employee of Redstone Arsenal, moving 
off from the arsenal in October to—in September, to your employment 
in October 1958. Now, would you make any distinction between the 
limitations which you have suggested with respect to military person- 
nel, between the civilian who has comparable information or sources 
of information or comparable experience, and the military ¢ 

Mr. Apvams. No, sir; I think the situation would be the same. 

Mr. Hannan. Mr. Courtney, I don’t think you intended to imply— 
although I think the record might show, that it so indicated, that this 
person was employed in the Washington office. He is not, as you 
know. 

Mr. Courtney. No; I did not intend to imply it. I just picked the 
questionnaire at random to indicate the source from which he came. 

Mr. Hannan. He is a technical man doing technical work in Wal- 
tham. 

Mr. Courtney. The question is whether or not as a matter of policy 
the company—you as an industrialist, suggest that the same restric- 
tion be placed upon civilians engaged in comparable businesses, both 
prior and after employment by your company? 

Mr. Apams. Yes; I believe that the same rules should apply. 

Mr. Cocrtney. The same rules should apply. 

Mr. Apams. That we discussed before. 

Mr. Courtney. That is the only question T had, Mr. Chairman. 

Mr. Hépert. All right. 

Mr. Gavin. I just want to observe: Whether they are military ot! 
civilians, that your company is out to secure the best brains and 
ability that money can buy to assist you in the development of your 
program and your weapons, to create a sale. That is your objective! 

Mr. Apams. Yes, sir, but I wouldn’t say that we are out to get the 
best military sales people that we can get. 
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Mr. Gavin. No; I said military or civilian. 

Mr. Apams. Yes, sir. 

Mr. Gavin. You have an objective. You are out to get business. 
And you are going to get the best brains and ability, whether they 
are military or civilian, to reach your objective, and that is selling 


your product. 
Mr. Apams. Not only selling our product, but manufacturing our 
product. 


Mr. Gavin. Manufacturing and selling. Well, selling is the ulti- 
mate objective, which creates the business. 

Mr. Apvams. The best sales material we have, sir, is a good per- 
formance record on the contracts that were gone before. 

Mr. Hésert. Well, thank you—thank you very much, Mr. Adams. 
And may I comment on your frankness this morning. It has been 
most refreshing. 

Mr. Apams. Thank you. 

Mr. Hépertr. The committee will be adjourned until tomorrow at 
10 o’clock. 

Mr. Courrnry. Mr. Chairman, may the answers to the question- 
naire be made a part of this company’s presentation ¢ 

Mr. Heperr. It will be made a part of the record. 

(The answers to the questionnaire above referred to are as follows :) 

JULY 15, 1959. 
Mr. Paut F. HANNAH, 
Secretary and General Counsel, Raytheon Manufacturing Co., 
Waltham, Mass. 

DeaR Mr. HANNAH: Thank you for your letter of July 14, 1959, and enclosures 
in response to the subcommittee questionnaire. 

Sincerely, 
JOHN J. CouRTNEY, Special Counsel. 


RAYTHEON MANUFACTURING Co., 
Waltham, Mass., July 14, 1959. 
Hon. F. Epnwarp HEBERT, 
Chairman, Subcommittee 22 for Special Investigations, Committee on Armed 
Services, House of Representatives, Washington, D.C. 

DEAR Sir: Enclosed are additions to exhibits B and C attached to my letter 
of July 9. 

Questionnaires are being circulated today or tomorrow to the persons listed, 
most of whom are, however, on vacation until July 20. 

We still expect to have some more names to send to you in a day or so. 

There was an error in exhibit B to my letter of July 9. Wesley Hirons and 
Edward L. Robertson, included on that list, do not receive compensation from 
Raytheon in the amount of $10,000 per year. 

We are now able to give you better addresses for some of the persons whose 
names appeared on exhibits B and C to my letter of July 9. These addresses 
are listed on the attached. 

Sincerely vours, 
PautL F. HANNAH, 
Seeretary and General Counsel. 
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SUPPLEMENT TO EXHIBIT C 


Civilian employees 





———, 

















Name | Business address | Title Date of hire 
| 
M. Schilling.........._- Raytheon Co., Winter St., -rograms Manager........-....- Oct. 1, 1958 
| Waltham, Mass. 
EE ee ee eee Ck een pe 
Ff a Raytheon Co., Building 2353, | Department manager, E] Paso..| Dec. 1, 1958 
Fort Bliss, Tex. 








SUPPLEMENT TO EXHIBIT B 














Retired military officers 
a 
Name Business address Title | Date of hire 
———_——_— _-———_ —_ -- — > siemens — se -—— - -_——-— - = | -———.-. 
| 

ON i a. Raytheon Co., Bedford, Mass | Senior engineer__........-.....--| June 12, 1956 | 
ena eee Raytheon Co., Winter St., | Administrative assistant, ad- | June 5,105 , 

Waltham, Mass. vanced development. 
wy. 2. Dermet.......<... Raytheon Co., Bedford, Mass_| Staff engineer____.______- . July — 1, 1959 
R. J. MoOleary......... Raytheon Co., Solar Building, | Field representative, Washing- | July 29, 1957 

1000 16th St. NW., Wash- ton. 

ington, D.C, 








Jay Zeamer, Raytheon Co., Solar Building, 1000 16th Street NW., Washington, 
D.C. 
D. J. Bailey, Raytheon Co., Solar Building, 1000 16th Street NW., Washington, 
DL. 
John N. Boland, Raytheon Co., Post Office Box 1752, Colorado Springs, Colo, 
Roy W. Graham, Raytheon Co., 589 Fifth Avenue, New York, N.Y. 
Marshall Gurney, Raytheon Co., 11215 South Wester Avenue, Los Angeles, Calif, 
David Hull, Raytheon Co., Solar Building, 1000 16th Street NW., Washington, 
D.C. 
Gill Richardson, Raytheon Co., 647 Seventh Street, San Francisco, Calif. 
Joseph Taussig, Raytheon Co., Solar Building, 1000 16th Street NW., Washing- 
ton, D.C. 
Mario Vangeli, Via Zecchiarelli 38, Rome, Italy. 
Kenneth A. DeLoria, Raytheon Co., International Division, River Building, 
Waltham, Mass. 
JULY 13, 1959. 
Mr. Paut F. HANNAH, 
Secretary and General Counsel, Ratheon Manufacturing Co., 
Waltham, Mass. 
DeaR Mr. HANNAH: The subcommittee acknowledges with thanks your letter 
of July 9, and enclosures in response to our questionnaire of June 10. 
Sincerely, 
JOHN J. CourTNEY, Special Counsel. 


RATHEON MANUFACTURING Co., 
Waltham, Mass., July 9, 1959. 
Hon. F. Epwarp H&£BERT, 
Chairman, Subcommittee 22 for Special Investigations, Committee on Armed 
Services, House of Representatives, Washington, D.C. 


Dear Sir: In response to your letter of June 10, 1959, the following is supplied | 
in answer to the question for Department of Defense prime contractor. The 
answers are given in the light of the telephone conversation with John J. 
Courtney, Esq., as confirmed in the letter of the undersigned, dated June 1i, 
1959 : 
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1. As of May 30, 1959, Raytheon and its subsidiaries held contracts with the 
Department of Defense, the uncompleted portions of which aggregated approxi- 
mately $267 million, of which approximately $250 million is for research, 
development, and production of missiles and electronic military equipment, and 
$16 million is for research, development, and production of electron tubes. 
Unfilled contracts for field engineering services to the Department of Defense 
aggregated less than a half million. These figures do not include subcontracts 
which Raytheon holds, it being understood that only direct Department of De- 
fense contracts were asked for. 

2. Subcontractors having active subcontracts, of a gross value of $1 million 
or more, With their respective unfilled contract balances and with the kind of 
articles being supplied by them are listed on exhibit A. 

3. A partial list of retired military personnel above the grade of captain in 
the Army and Air Force and lieutenant in the Navy, drawing retired military 
pay who are in managerial positions at Raytheon and whose compensation is 
currently in excess of $10,000 a year, is listed on exhibit B hereto. We think 
that this list is not complete, some of the divisions not yet having furnished this 
office with the required information in adequate detail. We will forward the 
remaining information to you as fast as it can be collected. We have no retired 
officers aS consultants who are engaged in selling activities for Raytheon who 
are being compensated at the rate of $10,000 a year—in fact, so far as I can 
determine, we have no consultants in this capacity. 

4, Former officers and employees of the Department of Defense or any of 
the executive departments, including the Executive Office of the President or 
of the legislative branch either as members, officers, or employees, whose service 
as such ceased within the past 5 years, and who are in managerial positions 
at Raytheon and who receive $10,000 a year or more are listed on exhibit C 
hereto. Again, we have reason to believe that there will be additional names 
to forward to you which will be done as soon as practicable. 

The enclosed compilation of the information in answer to questions 3 and 4 
was completed today. Your questionnaires to the individuals named are being 
circulated today to the individuals together with a copy of the letter to Mr. 
Courtney dated June 17, 1959. Most of our employees are on vacation; our 
plants being closed on annual vacation shutdown, and not all of the individuals 
named can be reached immediately. Efforts will be continued to expedite the 
information to you. 

Sincerely yours, 
(Signed) Paut F. HANNAH. 
EXHIBIT A 


Listing of subcontractors having open commitments of 1 million or more 

















Name | Amount | Item 
oo OO — 
Aeroject General Corp., Post Office Box 296, Azusa, Calif | $2,297,634 | Components for missile systems, 
Eclipse Pioneer Division of Bendix Aviation, 43 Williams 5, 643, 463 Do. 
Ave., Teterboro, N.J. 
Nortronics Division of Northrop Aircraft, Inc., 500 East 9, 696, 190 Do. 
Orangethorpe, Anaheim, Calif. 
Walter Kidde & Co., Inc., Belleville, N.J_-_---- Z 2, 214, 862 Do. 
R.C.A. Service Co., 888 North Henry St., Alexandria, Va 3, 469, 115 Do. 
Varian Associates, 99 Washington St., San Carlos, Calif- 2,212,225 | Electron tubes. 
Western Electric Co., 195 Broadway, New York, N.Y-.- 2, 415, 000 | Do. 

















ExuHisiT C 


Civilian employees 
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a, 
Name Business address Title Date of hire 
puwerecramet ti). 12 
Thomas H. Johnson...| Raytheon Co., Seyon Bldg., | Vice president and manager, | October 1957 
Waltham, Mass. research division. ' EMI 
Bennett Bovarnick- --- [ Sy eee Senior research staff member_-| May 1959, 
Kenneth A, De Loria__.| Raytheon Co., Waltham, | NATO-Hawk license man- | March 1959, 
Mass. ager. 
Aaron S, Soltes_.-.-.... Degthoon Co., Wayland, | Project group head...........- March 1956, 
Mass. 
William B. Earley, Jr__|--__. ene knees ine aaaeenoae Project engineer... .......-..-. October 1956, 
Manual Lapidas____- J “va Engineer s October 1953, 
John T, Kroenert-...-_|----. BR Sink hh ee adi Head, project management | February 1956, 
section, sonar department, 
Serge Wisotsky__._..__].._..do ome Engineer a From 1937, 
Robert E. Chaffee_- =e” SN ee Engineering pater manager__| From 1946, 
John E. Meade___----- _.do- = . .-| Staff engineer _ - .| April 1956, 
Francis R. O’Brien, |----- a _..-.--| Medical director, Wayland | July 1957, 
M.D, Laboratory. 
Exuizit B Th 
Retired military officers mA 
Mr 
Name Business address Title Date of hire Mr 
im Mr 
ee Rageneon Co.,, Waltham, | Financial planner. --..-....--- October 1945, ica he 
Mass. 
Francis A. Kreidel--..- a ng Co., Needham, | Director of security __...-..- August 1957, Rg 
Mass. | 
Mark ©. Smith........].....d0...... btharan ages tee Staff assistant to director of | March 1959. the ¢ 
4 . + security. 5 M r 
Wesley Hirons...-.---- Raytheon Co., Maynar i ees stiaae anuary 1956, . 
Laboratory, Maynard, | 0 Mr. 
Mass. y 
Irvin L. MeNally--..-- Raytheon Co., Wayland | Program manager-..........-- July 1956, air. 
Laboratory, Wayland, You 
Mass, thi 
Russell S. LaPointe-_...|_..-. ESO Ae Staff member, operations | January 1957, ISS 
analysis. truth 
Harold L. Etheridge--.|--.-.do_..-..-.-- Administrative assistant___.._| November 1944, ’ 
Francis J. Blasdel __...|...-.do.-.... Staff engineer, communica- | July 1957, Mr. 
tions department. M 
Maurice A. O’Connor, | Raytheon Co., Government | Field representative, Wash- | September 1958, Mr, 
Jr. Equipment Division, ington, D.C. Mr 
ee Mass. . 
Edward L. Robertson_|_..-- Staff assistant, manufacturing-| May 1959. ment. 
0, ee. .ageo-- R: ala Co., 1089 Wash- | Manager, regional office, | September 1955, 


John N 


David Hull 





ington 8t., W est Newton, 





Washington, D.C. 





Mr. 








Mass. 
ES ee Se a Manager, regional office, Colo- | March 1951. 
rado Springs. TESTI 
Roy W. Graham......_}...-- Bee Oe ee eee Sales engineer. pat .-| July 1950. 
Marshall Gurney-.---- ..| Regional manager, western | February 1957, 
area (Los Angeles). 
Oe Le Vice president, Washington, | May 1950. 
D.C. | Mr. 
Gill Richardson -_....-]----- Sis a, dati cise ssa chenes Manager, district office, San | July 1957. | 
Francisco, name | 
Joseph Taussig--..-..--|-.--. ee ee ae Corporate representative, | August 1958. 
Washington, 4 ~ Corp. 
Mario Vangeli--.---..- Raytheon Co., International.| European manager, Rome, | February 1958, presid 
Italy. 
Malcolm M. Cloukey..| Raytheon Co., Andover, | Administrative assistant to | July 1956. overall] 
Mass. plant manager. rodt 
A Peter Titler........ Raytheon Co., Winter St., | Engineering change proposal | January 1956. Pp it 
Waltham, Mass. coordinator. On 
Arthur Kramer.------- Raytheon Co., Andover, | Administrative assistant to | July 1957. ° 
ass. manager of production con- , Commy 
trol. i. 
Benjamin Whitehouse_| Raytheon Co., Winter St., | Administrative assistant to | March 1958. VIeWS ¢ 
Waltham, Mass. manager, project services. Firs 
a — aeaccae busines 
Mr. Hérertr. The committee will adjourn until tomorrow Ee the ma 
at 10 o’clock, when former Secretary of the Navy, Dan Kimball, and | mer m) 
now president of the Aerojet Corp., will be the witness. | some re 


(Whereupon, 


at 12 


:06 p.m., the subcommittee adjourned.) 
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EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
PERSONNEL BY DEFENSE INDUSTRIES 


FRIDAY, AUGUST 14, 1959 


Howse or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 

The subcommittee met at 10 a.m., Hon, F. Edward Hébert (chair- 
man of the subcommittee) presiding. 

Mr. Hésert. The committee will be in order. 

Mr. Courtney. 

Mr. Courrnry. Mr. Chairman, we have the Radio Corp. of Amer- 
ica here thismorning. Dr. Engstrom represents them. 

Doctor, will you rise and identify yourself to the reporter. And 
the chairman will administer the oath. 

Mr. Encstrom. Yes. My name is Elmer W. Englstrom. Iam the 
senior executive vice president of the Radio Corp. of America, 

Mr. Hézertr. Will you take the oath, please, sir. 

You do solemnly swear that the testimony you will give before 
this subcommittee in the matters now under consideration will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Enastrom. I do. 

Mr. Hésert. You may be seated. 

Mr. Courrnry. Mr. Chairman, Dr. Engstrom has a prepared state- 
ment. May he read it without interruption ? 

Mr. Engstrom, all right. 


TESTIMONY OF ELMER W. ENGSTROM, SENIOR EXECUTIVE VICE 
PRESIDENT, RADIO CORP. OF AMERICA 


Mr. Enesrrom. Mr. Chairman, members of the committee, my 
name is Elmer W. Engstrom. I have been an employee of the Radio 
Corp. of America since 1930, and I am presently senior executive vice 
president and a director of the company. In my position, I have 
overall responsibility for RCA’s laboratories, its defense electronic 
products unit, and its Astro-Electronic Products Division. 

On behalf of RCA, may I express our appreciation to the sub- 

committee for offering us the opportunity to appear and state our 


| views on the matters now under study. 


First, I would like to tell you, briefly, about the scope of RCA’s 
business and its role in defense work. Then, I would like to describe 
the makeup of our defense “team” and our policy toward hiring for- 

Mer military and naval personnel. Finally, I would like to suggest 
| some recommendations for your consideration. 
807 


| 
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SCOPE OF RCA’S BUSINESS 


As many of your know, RCA manufactures electronic equipment 
for the home, for business, and industry, for space exploration, and 
for national defense. Its 23 manufacturing plants throughout the 
United States turn out products ranging from microminature com- 
ponents for electronic computers to huge radar antennas. 

In addition to its manufacturing activities, RCA is engaged in 
broadcasting through its subsidiary, the National Broadcasting Co,; 
in the servicing of electronic equipment through the RCA Service 
Co.; in international communications through RCA Communications, 
and in electronic research through the RCA laboratories. 


RCA’S ROLE IN DEFENSE 


Because of this broad base of operations in electronics, and because 
of the increasing importance of electronics to defense, RCA feels that 
it is particularly well qualified to make a contribution to our national 
security effort. The chairman of the board of RCA, David Sarnoff, 
has said: 

Our foremost responsibility is to serve the Nation by providing the Armed 
Forces with radio, television, and electronic apparatus vital to the success of 
their operations. 

This has been RCA’s guiding principle ever since its founding 40 
years ago this fall on the recommendation of the U.S. Navy. The 
company was organized to give the United States its own system of 
worldwide communications, free from alien control. 

During World War II, RCA contributed importantly to the devel- 
opment and improvement of radar, sonar, shoran, infrared, and vari- 








{ 


ous types of radio communications ag aap The first loran sys- | 


tems, for long-range navigation, were designed and built by RCA. 
For many years, RCA has been active in missile guidance, tracking, 
and detection. 

Currently, it is working on a number of defense projects, including 
some of the Nation’s most vital national security programs. 

For example, it is prime contractor to the Air Force for the con- 
struction of the ballistic missile early warning system, more familiarly 


known as BMEWS. This complex system of long-range radar bases | 
in the Far North is designed to alert us in the event of an enemy | 


missile attack across the polar region. 

RCA also has responsibility for electronic operations at Cape Ca- 
naveral and the down-range islands of the 5,000-mile Atlantic Missile 
Range. Some 3,000 highly skilled engineers, scientists, and techni- 
cians handle the installation, maintenance, and operation of the equip- 
ment used in tracking our missiles and satellites. 

For the Navy, we are developing new communications systems for 
use in connection with the Polaris missile designed to be launched by 
submarines. 

Altogether, sales to the armed services account for about one dollar 
out of every four that RCA takes in. Last year, our defense busi- 
ness totaled slightly over $300 million. This year, we expect the total 
to exceed $400 million. 
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RCA’S DEFENSE “TEAM” 


In striving to provide the United States with the most advanced, 
the most effective, and the most economical systems for national de- 
fense, RCA draws on many sources. } 

There are material resources—such as RCA’s own extensive re- 
search and development facilities, its nationwide production facili- 
ties, and a network of 10,000 independent suppliers in every section 
of the country. In this connection I might point out that three- 
quarters of these suppliers are organizations classified as “small 
business.” 

There are also manpower resources—78,000 employees all told. Of 
these, more than 14,000 are assigned directly to the defense electronic 
products unit whose mission is to develop and produce reliable mili- 
tary equipment and systems. In addition, the RCA Service Co. has 
more than 7,000 men assisting the armed services in the United States 
and in some 40 countries overseas. These men handle installation 
and operation of military electronic equipment as well as maintain- 
ingitintop condition. 

RCA is proud of the “team” which it has assembled and trained 
over the years to design and build equipment for the armed services. 
The development of complex defense systems requires a blending of 
specialized skills in administration, engineering, production, and other 
fields. Retired military personnel have been employed by us from 
time to time to add strength to our defense team where their skills 
and capabilities can contribute to the overall effort. 

Let me give you some examples. 

I already have told you that RCA is prime contractor for the 
ballistic missile early warning system. One of the BMEWS bases 
under construction is situated at Thule, Greenland. A major prob- 
lem there, as you can well imagine, is to keep the base adequately 
supplied. The man in charge of this operation is a former naval 
offeer who served as a director of logistics. His broad knowledge 
of the factors involved in the movement of men and material has 
been extremely valuable in this critical undertaking. 

For testing airborne electronic equipment used on defense projects, 
RCA maintains a flight laboratory at New Castle, Del. The man- 
ager of facilities and services at the laboratory is a retired naval 
officer. His background as a maintenance specialist enabled him to 
move quickly and effectively into his new duties. 

At Cape Canaveral and on the Atlantic Missile Range, communica- 
tions is indispensable to the success of the missile and satellite test- 
ing operations. As manager of communications engineering, we have 
aretired Army Signal Corps officer. In this job he is responsible for 
coordinating the Atlantic Missile Range communications facilities 
with Army, Navy, Air Force, and commercial communications facil- 
ities. This is a highly complex job and one for which his military 
experience has made him eminently qualified. 

On the Atlantic Missile Range RCA has outfitted a “tracking ship” 
that provides the most accurate data yet collected at sea on various 
aspects of missile performance. We were fortunate in being able to 
hire as manager of technical operations aboard that ship a man who 
was retired from the Navy after many years’ service. 
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RCA’S POLICY ON EMPLOYING RETIRED MILITARY PERSONNEL 


RCA’s policy with respect to employment of retired military per. 
sonnel is to apply the same standards as in the employment of an 
other personnel. We ask simply: Does the applicant have the experi. 
ence, skills, and integrity required in the position for which he jg 
being considered ? 

The primary reason RCA employs retired military personnel is to 


make use of the specialized training and experience they have ac. | 


quired as a result of their military service. 

It is RCA’s policy to assign these people to positions where their 
technical ability or administrative competence can be utilized to the 
fullest extent in meeting RCA’s defense responsibilities. 

It is RCA’s policy not to use retired military personnel for the 
purpose of securing defense contracts for the corporation, of selli 
goods and services to the armed services, or of exerting “influence 


on Defense Department procurement. It is my belief that we have | 


rigidly adhered to this policy. 
RECOMMENDATIONS AND CONCLUSIONS 


We believe that present law, the procedures used by the Military 
Establishment and the high traditions of our military officers provide 
substantial safeguards against questionable procurement practices, 

We do not, however, believe that there is any sound basis for the 
distinction existing between various branches of the armed services 
in the application of the conflict-of-interest statutes. Therefore we 
— these laws should be amended to provide that they apply 

ually. 
ales gest that a common regulation be established applicable to 
all eemdine of the service. In establishing this common regulation, 
it should be the objective to make efficient and effective use in the 
defense effort of persons with experience and abilities in military 
matters. It does seem appropriate that there be a time period after 
retirement before an officer may engage in selling, contracting for 
sale, or negotiating for sale of supplies or war materials to any agency 
of the Defense Department. This “cooling off” or “neutralizing” 
period should be a realistic one and certainly not over 2 years m 
duration. 

In addition to the matter of uniformity, we also believe it would 
be constructive if the Defense Department promulgated appropriate 
regulations on the conflict-of-interest laws which would be specific 
in nature and which would define areas where limitations would 
apply. This we believe would be of help to the military services, to 
retired officers, and to industry. 

Above all, however, no action should be taken which could impair 
the strength of these United States at this critical time. | 

It is our firm conviction that national security would be seriously 
jeopardized if unwarranted restrictions were imposed on retired mil 
tary personnel, and if industry—and the Nation as a whole—wert| 
thereby deprived of their extraordinary training and skills. 


| 


Private industry would be acting contrary to the public interest | 


| 


it failed to take advantage of the unique talents and experience of 
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our retired military officers. These talents and experience represent 
a priceless and irreplaceable national asset that should be used as fully 
as possible to implement our defense effort. 

f industry is to continue to make the maximum contribution to our 
national security, it must be permitted to hire the best qualified per- 
sons available. The very best is needed in the development and pro- 
duction of our weapons of offense and defense. 

This, Mr. Chairman, concludes my prepared statement. 

Mr. Hésert. Thank you very nt 

Mr. Courtney. 

Mr. Courtney. Dr. Engstrom, before asking you any questions on 
your statement, I would like for the record to introduce at this time 
the analysis which shows up as the result of the subcommittee’s 
questionnaires. 

Mr. Encsrrom. Yes. 

Mr. Courtney. And I will ask you to verify it, or at least to indi- 
cate any violent dissents that you might have. 

Of the military officers, we have one general, three major generals, 
two brigadiers, nine colonels, three lieutenant colonels, and two ma- 
jors) And from the Navy, one vice admiral, eight rear admirals—five 
of the upper half—two captains, one commander, and three lieutenant 
commanders. And among these we find that 25 are in administrative— 
identifiable as administrative positions, 10 in technical, and 8 as to 
which there may be a doubt, as to which of the two classifications they 
should go into. None appears to be in sales. 

The average retired pay is $592 a month. The average pay in the 
group is $1,104 a month. But the most frequently recurring pay— 
this is the subject which has been repeated here—is $700 per month, 
within the categories named. 

Isthat in substantial agreement with your figures ? 

Mr. Encstrom. Yes, to my memory, that is in substantial agreement. 

Mr. Courtney. Now, what would be the total number of the popu- 
lation among whom these 35 would be apportioned, so that we may 
have the picture in focus? That is, of the total RCA employment. 
You have enumerated that, but not in this way. 

Mr. Enestrom. Yes. 

On the assumption that these people who are retired military offi- 
cers hold positions that we would call administrative, whether they 
are in technical work or not, then I will give you these examples. 

As of the time this tabulation was made, in a division of our com- 
pany which we call our defense electronic products group, we had 
14,288 employees. Of that number, we classify 876 as supervisors, 
oradministrators of various classifications, 

The number of retired military officers in this group was 11. 

In the next largest group of our company, the RCA Service Co., 
we have 7,226 employees. The number of supervisors, 389. There 


) were 16 ex-military oflicers in this group. 


In the RCA as a whole, there are approximately 78,000 employees, 
and of this number 5,500 have supervisory classification. This relates, 
then, to the 36. 

Mr. Courtney. To the 35? 

Mr. Encstrom. Yes. 

Mr. Courrney. Thank you, Doctor. 
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Now, I take it from your statement that as a representative of jin- 
dustry, of your particular industry, you are in agreement with the 
thought that a cooling-off period, or a neutralizing period as you de. 

scribe it, is in the public interest, after an officer will have retired ? 

Mr. Enesrrom. I do particularly if he is to have any contact with 
respect to negotiation or sale of equipment or supplies to the mili. 
tary departments. 

Mr. Courrnry. And you do that upon grounds of public policy, or 
on what grounds? 


Mr. Enesrrom. Well, I do it first as a matter of ethics, as it appears | 


tome. This, then, would remove any possibility that an officer would 
change sides while a project is still underway. 





Mr. Courtney. Now, with respect to the civilian who would be the | 


counterpart in case of technical people, or even administrative people, 
you feel that a distinction should be made between a retired officer 
and his counterpart in the civilian service 4 

Mr. Enesrrom. I do, particularly when the civilian has no author- 
ity to make decisions as to procurement; and in the military depart- 
ments, this would be more or less the case. 

Mr. Courtney. No, but Iam speaking about restrictions on civilians 
who might have the same competence that a military officer might have 
by reason of his employment with the Government. Do you believe 
that the civilian should have some cooling-off period attached to 
him ? 

Mr. Encsrrom. I have a lesser feeling about that, sir. 

Mr. Courtney. And your reason for that is? 

Mr. Enestrom. The reason for that is that the civilians are not in 
the same position in Government. 

Mr. Courrney. Well, that is No. 1. Do you give any attention to 
the fact that the tenure is not the same, the rights of tenure in Gov- 
ernment service / 

Mr. Enesrrom. Yes, I do it for that, also, and again for the reason 
that these people tend more to be specialists in a technical sense. I 


am not referring now to engineering or physics, but I am talking about | 


they are specialists either in the law, specialists in finance, or specialists 
in enginering matters. 

Mr. Courrney. Now, having made that observation, Doctor, I take 
it, then, that your conclusion would have to be that a military officer 
is in a much better position to influence contractual negotiations than 
his civilian counterpart, by reason of his position and experience and 
associations; isn’t that right ? 


Mr. Enosrrom. That stretches considerably, sir, the background | 


against which I answered the question. 

“Mr. Courtney. Well, you can get back on the reservation, if you 
want to. 

Mr. Enestrrom. All right. 

My observation didn’t go strongly to the matter of influence. My 


observation went to the fact that while he was in the military service | 
he might have had cognizance over particular groups of programs | 


that were out in industry. And my feeling goes to the fact that if he 
leaves the military service, and goes with an or ganization that has an 
obligation in that area, he has changed sides. 
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This I think is not good. I have a personal question as to how 
much influence a retired military officer can have, on the departments, 
after he has left. 

Mr. Courtney. Now, I would ask you another question, as a repre- 
sentative of industry. 

The restrictions that exist in the present law—and just make this 
assumption—are all directed at the individual, the retired military, or 
in some cases the retired civilian—not retired, but departed civilian, 
if you please. Not necessarily retired. Do you think industry has 
an obligation in this field? You recognize the ethical substance, that 
you have just referred to. Do you think that in considering legis- 
jation, that the Congress might appropriately consider applying some 
of the responsibility for avoiding conflict of interest, to use a very 
general term, by placing a requirement on defense industries par- 
ticularly similar to that which, or at least in measure the same as those 
applying to the individual in question 4 

Mr. Enesrrom. For example, such as the cooling-off period ? 

Mr. Courtney. Yes. 

Mr. Encstrrom. Just so I would have something to grasp ahold of. 

Mr. Courtney. Yes. 

Mr. Enestrom. | have this feeling, that if the individual has the 
obligation placed on him, and he joins in an industry unit, that that 
partnership necessarily transfers a part of that obligation’ to the in- 
dustry unit that he joins, and therefore I would see nothing i inappro- 
priate in applying the limitation in the instance that I have indicated 
toindustry also. 

Mr. Courtney. Well, if industry recognizes the ethical problem in- 
volved, certainly industry ought not to object, then, to having the 
same standards applied to it? 

Mr. Enxcsrrom. That is correct, and I indicated in my prepared 
statement that we do recognize this. 

Mr. Courrney. And you think some such provision would be appro- 
priate, when it comes time to consider legislation or repeal of existing 
legislation ¢ 

Mr. Enesrrom. If this is appropriate, in whatever document. is 
drawn, yes. 

Mr. Courrney. Mr. Chairman, I have no more questions. 

Mr. Hénerr. Mr. Hess. 

Mr. Hess. First of all, Doctor, let me compliment you on this very 
| fine statement which you presented to the committee here this morning. 

Mr. Enesrrom. Thank you. 

Mr. Hess. Especially the suggestions which you have made. We 
are always glad to hear these suggestions, because we in all probability 
will be recommending some legislation or other rec ommendations. 

Iam interested in one of your recommendations here, that “in addi- 
tion to the matter of uniformity, we also believe it would be con- 
structive if the Defense Department promulgated appropriate regula- 
tions on the conflict of interest laws.” I agree with you thoroughly 
_ there. I think that is one of the things that should be done by the 
Defense Department, so that the regulations might be uniform of all 
the services. Which you have also set forth in your statement here. 

Now, I want to refer—I don’t know whether you are familiar with 
this or not, but I want to refer to five questionnaires that I have here 


44112-5952 
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that have been filed by some of the military personnel who are in 
your employ. 

The reason I want to make this inquiry is because all of them—the 
one of General Smith, of General Richardson, of Admiral Grant, Maj, 
Gen. F. L. Ankenbrandt, and Vice Adm. E. D. Foster. I will give 
you the full names of the others. Rear Adm. Lucian M. Grant, Maj. 
Gen. William L. Richardson, and Gen. Walter B. Smith. And I note 
they set forth in answer to question No. 15—the question is with refer- 
ence to the salary they are receiving from your corporation. They set 
forth over $10,000 annually. 

Mr. Enestrom. Yes. 

Mr. Hess. None of them specifically say what the salary is. 

Mr. Repman. Mr. Hess, we have been supplied the salaries yester- 
day, all the exact salaries. 

Mr. Hess. Oh, the other salaries. 

Mr. Repman. Originally they all answered “over $10,000.” 

Mr. Hess. The reason I asked that question is whether or not the 
corporation advised them to file the questionnaire in that form? 

Mr. Enestrom. No, sir. And we have supplied the exact salaries, 

Mr. Hess. Allright. That is all I have, Mr. Chairman. 

Mr. Héserr. In connection with that, and following through, will 
you please read into the record the individuals named by Mr. Hess, the 
specific salaries which they draw, and their retired pay ? 

Mr. Kvunyn. General Smith: His retired pay is $1,008.45 a month, 

Mr. Hésert. What was that, Lloyd ? 

Mr. Kcnn. $1,008.45 a month. 

Mr. Héeert. Who is that? 

Mr. Kuun. This is General Smith. 

Mr. Hésert. Gen. Walter Bedell Smith? 

Mr. Kunn. Right. He was retired voluntarily. A partial dis- 
ability of 40 percent. 

His salary with Radio Corp. of America is $16,500 per year. 

Maj. Gen. William L. Richardson. A monthly retired pay of 
$855.74 a month. He was retired involuntarily. No disability. His 
annual salary—his monthly salary is $1,833.33 a month, 

Approximately $22,000 a year. 

Lucian M. Grant, rear admiral. His monthly retirement pay is 
$850a month. Involuntarily retired. No disability. 

His salary with RCA is $1,215.66 a month, or roughly about $14,500 
a year. 

Maj. Gen. F. L. Ankenbrandt. Monthly retired pay, $855.73 a 


month. No disability. His monthly salary with RCA is $2,250 | 





month, or roughly 

Mr. RepMan. $26,000. 

Mr. Kunn. About $26,000 a vear. 

Vice Adm. E. D. Foster. His monthly retirement pay is $786— 
I beg your pardon, $935.24 a month. He was voluntarily retired. No 
disability. His salary with RCA is $2,533.32 a month, or $28,000 4 
year. 
* Maj. Gen. Harry C. Ingles. Monthly retirement, $732.49 a month, 
Voluntarily retired. No disability. His RCA salary is $13,500 4 
year. 
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Brig. Gen. S. P. Collins—oh, I beg your pardon. Those are the five 
that you named. 

Mr. Hésert. Brigadier General Collins ? 

Mr. Kunn. Yes. Do you want his? 

Mr. Heésert. Yes. 

Mr. Kunn. His monthly retirement pay is $769 a month. In- 
voluntarily retired. No disability. His RCA salary is $900 per 
month, or $10,000 a year. 

And I assume you want the other—— 

Mr. Héserr. General officers. 

Mr. Kun. General officers. 

T.J. Les brigadier general, retired, $649 a month retirement pay. 
Involuntarily retired. With a partial disability of 20 percent. His 
RCA salary is $1,008.33 per month, or roughly $12,000 a year. 

Rear Adm. Ellis K. Wakefield, monthly retired pay, $738.75 a 
month. Involuntarily retired. Physical disability of 80 percent. 
RCA salary of $733.08 per month, or mugniy $8,700 per year. 

Mr. Heésert. Is that all of the general officers / 

Mr. Kunn. Those are all of the general officers. 

Mr. Héverr. Mr. Hess, anything further ? 

Mr. Hess. No further questions. 

Mr. Hézerr. Doctor, in connection with the officers that you have, 
the retired officers employed by RCA, and with particular reference 
to those who have been read out as voluntarily retired, did you seek 
them or did they seek you for employment, do you know? 

Mr. Enestrom. I had a check made of the record before I came 
here. I can’t name it by specific officers. But for the dozen top rank- 
ing officers, eight of them sought employment with us. Four of them 
we sought at the time of their retirement. 

Mr. Héserr. Who were the four that you sought the employment 
of at the time of retirement? 

Mr. Enesrrom. General Ingles, Admiral Foster, General Anken- 
brandt, and General Richardson. 

Mr. Héserr. Did you contact them before the announcement of 
their retirement, or after the announcement of retirement ? 

Mr. Enasrrom. I will first state what our policy is in this respect. 
We do not discuss with an officer who is to retire specific employment 
until his retirement is completed. We have on occasion told an of- 
fier when he has announced that he is retiring, that when it comes 
to retirement and he has interest in our company, to come and see us. 

Mr. Hénerr. In any of these specific cases do you recall having told 
these officers that? 

Mr. Enesrrom. It is my understanding that in the case of Gen- 
erals Ankenbrandt and Richardson that may have been done, but I am 
not clear. 

Mr. Hénerr. Now, to make the purpose of the question—I asked 
that question for the reason that a man who is not retired, who is told 
before he is going to retire “If you are interested come see us”—as 
to what influence that would have on his voluntary retirement. 

Mr. Enastrom. I know of no case where we have made any ap- 
proach to an officer until he has definitely decided to retire and his 
papers are in process. 

Mr. Hérerr. No suggestion to an officer on active duty? 
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Mr. Enestrom. That he retire? Oh, no, sir. 

Mr. Héperr. No, not that he retire, but that he seek you when he 
does retire. In other words, the suggestion would be there “If you 
retire, come and see us.” 

Mr. Enestrom. Not until it is publicly known and until he is in the 
process of moving his paperwork, do we do this. 

Mr. Hésert. That is the policy ? 

Mr. Enesrrom. Yes, sir. 

Mr. Héverr. And you know of no exception to that ? 

Mr. Enesrrom. I don’t know of any exception. 

Mr. Héserr. You can’t testify to anything you don’t know, of 
course. 

Mr. Enestrrom. Yes. 

Mr. Héserr. That is the reason we ask you that. You don’t know 
of any. 

Mr. Enestrrom. I don’t know of it; no, sir. 

Now, a note has just been passed to me that of the general officers 
that were named a few moments ago, General Smith was sought by 
us as a director. ; 

Mr. Hésert. That isGen. Walter Bedell Smith ? 

Mr. Enesrrom. Walter Bedell Smith. 

Mr. Hépsert. Asa director? 

Mr. Enestrrom. Yes. 

Mr. Héserr. And that is his duty now? 

Mr. Enestrrom. That is his duty now. He has no officer duties in 
the company. He is not a part of anything that has to do with our 
defense effort. 

Mr. Hésert. Well, what is his duty as a director? 

Mr. Enestrom. His duty as a director, of course, is, first to attend 
the directors’ meetings. And he is a member of one or two of the com- 
mittees of the board cover to do with retirement, with compensation, 
and things of this kind. 

Mr. Heéserr. All directors are paid $16,000 a year? 

Mr. Enestrrom. No, sir. 

Mr. Hézerr. Well, why is Gen. Walter Bedell Smith paid $16,000? 

Mr. Enastrom. For his duties as a member of the board of com- 
mittees. 

Mr. Héserr. Of committees, but not as a member of the board? 

Mr. Encsrrom. Not as a member of the board, but a committee of 
the board. 

Mr. Héserr. A committee of the board ? 

Mr. Enastrom. Yes. 

Mr. Héserr. Is he the singular individual who has committee as- 
signments on the board of directors ? 

Mr. Enestrom. No, sir; no. 

Mr. Héserr. Is he— 

Mr. Enesrrom. The committees of the board—there are several of 
them. The membership is largely the noncompany members of the 
board. 

Mr. Hézerr. Well, now, do these noncompany members of the board _ 
receive extra compensation as members of the committees, or is Gen. 
Walter Bedell Smith singularly in that ? 
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Mr. Enastrom. No. They all receive extra compensation, if they 
are a non-RCA employee and are members of a committee of the 
board. 

Mr. Héserr. So the case of General Smith is not a singular one? 

Mr. Enestrom. Not at all. And the same thing is true of General 
Ingles. 

Mr. Héserr. The same thing is true? 

Mr. Enastrom. Yes. Because the fee for attending the board meet- 
ing is modest. 

Mr. Hesert. You can see the question ? 

Mr. Enestrom. Yes. 

Mr. Héserr. In other words, if a member of the board just gets his 
fee to attend and another member of the board gets $16,000, of course, 
that invites an inquiry into why. 

Mr. Enesrrom. But this is not a single example. The majority of 
the noncompany members are also members of board committees, and 
receive payment for their committee membership. 

Mr. Héserr. Of course, I can easily understand why it would be of 
value to any corporation to have Gen. Walter Bedell Smith on the 
board. 

Mr. Encsrrom. Well, we are proud of him on the board, of course. 

Mr. Héserr. Obviously. You want a man of attainment and a man 
who has established a reputation for himself prior to placing him on 
the board of directors of your corporation. 

Now, Mr. Courtney asked you concerning the civilian and the mili- 
tary personnel, and I want to get it clear in my mind. You first, I 
think, said you would differentiate between civilian and military, and 
then subsequently, after discussion, you offered no objection to includ- 
ing both the civilian and industry itself into the area of any legislation 
which would apply to the military; is that correct ? 

Mr. Enestrrom. Yes, that is correct. I think I would like, though, 
again, to indicate my reason for differentiation. 

As an example, if a man in the Bureau of Standards should retire 
and either he should seek employment by us or we should seek him 
after he retired, I can see little or no reason why any limitation should 
be placed on him because he never had in the Government a position 
where he was involved in the business matters that relate to many of 
the Federal departments and agencies. 

On the other hand, if we employed a man who had been in the 
position of administering contracts, I can then see a difference. I 
think there is a lesser problem with the civilians who come in. But 
if in the judgment of this committee and the Congress, the same rule 
should be applied, I can’t see that this would be any serious handicap 
to industry. It would limit us ina certain area, but that is all. 

Mr. Héperr. Of course, we have particular reference not to the 
individual civilian possessing technical knowledge, but we have par- 
ticular interest in the individual who is in the procurement field, the 
negotiating field, and the contractual field, going over one day from 
one side of the table to the other side of the table, whether they be in 
uniform or civilian clothes. And we also have deep concern in the 
matter of individuals who have served on the secretarial level, to 
where these individuals have been in a position to influence policy and 
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in a position to know everything from the Government side that the 
military wouldn’t know or these high-ranking civilians. 

As an example—and I think I quote directly—Mr. Pace was here 
testifying for General Dynamics. Mr. Pace was former Director of 
the Bureau of the Budget, the most important job in Government 
today, not excluding the President, I think. And he was for 3 years 
Secretary of the Army. I asked him the question “Do you think you 
would have been offered the job if you hadn’t been the Director of 
the Budget or Secretary of the Army,” and he frankly said “No.” 

Now, that is an example. And we can easily understand why Gen- 
eral Dynamics wanted him. Any individual corporation will wanta 


man who had that background of Government and that knowledge | 


of Government, that he could bring with him the know-how of doing 
the business. 

Now, do you have any comment in that area? 

Mr. Enestrom. On the assumption that the statute or the regula- 


tion would define the areas that are critical, and the areas that are | 


not critical, I would see no objection as a person and my company 
would see no objection. 
What I am saying is this, that I would certainly believe that a man 


who had been a procurement man or a contracting officer in the Fed- | 


eral Government, and left that position to go to industry, ought to 


through the same cooling off period that an officer of one of the mili- | 


tary departments should. But if he was ina parely technical position 
of some kind—and I am using the word “tec 
Mr. Hésert. We understand that. 


Mr. Enesrrom. Then I see no need for it. I think it is a handicap | 


to the person and a handicap to his future employer. 

Mr. Hésert. Of course we also have the problem, too, Doctor, of 
the individual who leaves industry and comes into Government. 

Mr. Enestrom. Yes. 

Mr. Héserr. At a secretary level, for instance, and then returns 
to the company from which he left. You see, there is the problem 
there, too. 

Mr. Enostrom. That is right. 

Mr. Hésert. Here is an individual who in effect sacrificed finan- 
cially to enter the Government service, and after his tour, then the 
problem of trying to tell that individual you can’t return to your 
normal pursuit of business 

Mr. Enestrrom. Yes. 

Mr. Héserr. You can see the difficulty we have in differentiating 
various areas. 

Now, in connection with what Mr. Hess discussed with you, and 
which you also indicated in your original statement, as to regulations 
from the Department of Defense. 

Mr. Enestrom. Yes. 

Mr. Hézerr. Do I assume by that statement that you mean the 
Department of Defense should issue one set of regulations which 
would be applicable to all branches of the services? 

Mr. Enecstrom. Yes, sir; I do. 

Mr. Hérerr. Of course, that is the great difficulty we have, too, is 
that the Defense Department frequently and oftimes issues regula- 
tions which are implemented then by the individual services and by 





nical” in a broad sense, | 
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the time the implementation ends there is no similarity between the 
original recommendations of the Defense Department and the regula- 
tions in force in the various services, except that it is signed and says 
“This is the direction that you are going in.” 

Now, you would not subscribe to that type of regulation, would 

ou? 

. Mr. Enestrom. Well, I would like to look at the branches of the 
military services in a little more idealistic sense and assume this could 
be done, that they could issue a common regulation as to principles. 

Mr. Héperr. When that days dawns, we might have unification. 
But that is something we are hoping and praying for, and not lookin 
forward to in the foreseeable future, from judging the past. But 
wanted to get your expression on that. And certainly that would be 
the ideal situation. 

Mr. Enestrom. Yes, sir. 

Mr. Hésert. Where the Department of Defense would say “These 
are the rules, period,” and apply it to all services. 

Mr. Enesrrom. Surely, sir, there could be uniformity so that one 
service might apply a limitation to an officer retiring, let’s say 2 years, 
and another service making the injunction permanent for the rest of 
his life. 

On a major thing like that, surely there could be uniformity. On 
details, it might well be that there could not be uniformity. 

Mr. Hess. Congress in its wisdom did that. 

Mr. Hépert. I was just going to say. In all deference to the De- 
partment of Defense, in that particular area, it was the Congress, on 
the rider to an appropriation bill, that put that particular law into 
effect. 

Mr. Hardy? 

Mr. Harpy. Mr. Chairman, did we explore the extent to which re- 
tired officers in the employ of RCA contact active military personnel ? 

Mr. Hépert. No. 

Mr. Harpy. I was a little late getting in here. But can you tell us 
about that, Doctor ? 

Mr. Enostrom. Yes. 

Mr. Harpy. The frequency of contacts. 

Mr. Encsrrom. As I explained in my general statement, and in 
answer to some questions, we do not use retired officers of the military 
services to contact the military departments during the period of ne- 
gotiation for a contract. We do have retired officers of the military 
services in position where they would contact the military depart- 
ments in the process of carrying out our obligations under a military 
contract. 

Mr. Harpy. That is after a contract has been awarded ? 

Mr. Enestrom. After a contract has been awarded. 

Mr. Harpy. Now, you said you do not have them make contacts 
during the period of negotiation. Now, a good many of your con- 
tracts are negotiated contracts, I take it ? 

Mr. Enastrom. Yes. 

Mr. Harpy. And a good many of those are actually negotiations 
without competition, aren’t they ? 

Mr. Encsrrom. Some of them are; yes, sir. 
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Mr. Harpy. Your personnel, then, do make contacts with active 
duty military personnel prior to the decision that your company will] 
be the one with whom negotiation is held ¢ 

Mr. Enesrrom. Yes, but during that period when we are in the 
process of demonstrating that we have the people possessing the skills 
to do the job, that we have the facilities available to place on the work, 
and while we are in the process of selling, we do not take with us nor 
use these retired members of the military departments. 

Mr. Harpy. What do you use them for, and at what stage, Doctor? 

Mr. Enestrrom. The major reason why a unit of industry, I believe, 
has need for military officers is that they know the conditions in the 
field, and that when the concept of the project is taking form they can 
apply extremely good judgment that the apparatus will be, service- 


wise, satisfactory when it is finished, if it is done in certain ways, | 


They likewise know the language of the military people, and can 
discuss ways in which we would propose to carry out our obliga- 
tion with the military people, and get concurrence or suggested change 
as we go along. 

Mr. Harpy. I think we can all understand the validity of those 
observations, and the services that retired military personnel can per- 
form in those areas. They are not, however, the areas that are of 
particular concern to the committee at the moment. I think we would 
be concerned that we not lose those capabilities. But I am thinking 


now in terms of the extent to which a company who employs retired | 


military personnel in an engineering capacity, and has those retired 


officers make contacts with his comparatively recent active duty asso- | 


ciates, outlining the capabilities of his company preparatory to a de- 
termination that this is the company with whom negotiations will be 
conducted, doesn’t that firm have an advantage over one who does not 
have in its employ competent officers to do the same type of thing? 

Mr. Enestrom. I want to split my answer, sir, first by saying that 
you have outlined a procedure which we do not use. Second, as to 
whether or not an organization following the procedure which you 
outlined would have an advantage over a company that did not, I 
don’t know that I am ina position to know. 

Let me give you my view, which because of my position I believe is 
the view which prevails in what we do. 

When it comes to some of the very sophisticated military weapons 
which we are now developing, one has to sell the military department 
and in addition the various groups within the Department of Defense 
itself on capability—the ability to do an excellent job. In that stage 
we use the senior members of our defense electronics team. I partici- 
pate in such discussions. Mr. Malearney, who is the executive vice 
president directly in charge of our defense electronic products group, 
performs this function, and other people on his immediate staff do, but 
we do not use retired military officers for this purpose. 

Now, why don’t we do that? Because I believe that in the character 
of the job that we receive from the military services—and these are 
the tough ones, the hard ones to do technically—we have to sell on 
merit. We can’t sell on anything else. 

Mr. Harpy. Well, would there be anybody more competent to sell 
on merit than a retired officer who has had experience in the field and 
recognizes the need and knows the capability of the particular item 
that you are trying to convince the military is desirable? 
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Mr. Encstrrom. That would be true if the military man had been 
around RCA as long as some of us have, to go and do the job, yes. 

But a ‘ibe Day ame military man, definitely no. 

Mr. Harpy. He is not as quick to evaluate the capability of a par- 
ticular device and to convince his recent contemporaries of the desira- 
bility of using that device as those in your employ who have devoted 
longer si in the technical development of that device? 

Mr. Enesrrom. When we are involved in that requirement where 
the technical capabilities are those yet to be achieved, I believe he is 
not. 

Mr. Harpy. Even though he has a background of operational ex- 

rience which none of the rest of you possesses ? 

Mr. Encstrom. Not as well as he, yes. But 

Mr. Harpy. In any event, you don’t use them for that purpose ? 

Mr. Enastrom. We do not use them for that purpose. 

Mr. Harpy. Some 

Mr. Enestrom. Maybe we are missing something, sir, but we don’t 








Mr. Harpy. Then the only point at which you really utilize these 
personnel for contacts with the military is after the contract is opera- 
tive and you are in the process of either development or production? 

Mr. Enesrrom. That is correct, sir. 

Mr. Harpy. One unrelated question. Returning to General Smith 
and your discussion about his membership on a committee of the board 
of directors, is that an active committee ? 

Mr. Enesrrom. Yes. 

Mr. ieee About what percentage of his time would you say was 

uired ? 

r. Enastrom. I am sure I cannot answer that question, because 
I, being an officer of the company, do not meet with those committees. 
They relate to retirement. They relate to procedures of that kind. 

Mr. Harpy. You don’t have any data indicating the frequency of 
their meeting or the “4, oF or duration of their meeting ? 

Mr, Enestrom. No; I donot. But I am aware from attendance at 
the board meetings, themselves, that reports are rendered that meet- 
ings have been held. Some of these committees meet as frequently 
as the board, itself. Some more frequently. 

Mr. Harpy. How often does the board meet ? 

Mr. Enastrom. Once a month. 

Mr. Harpy. So, then, these committees are probably meeting about 
once a month, also. You said some more often than that. 

Mr. Enasrrom. Yes. 

Mr. Harpy. Does the committee operate pretty much by staff work, 
or is there independent effort on the part of the members of the 
committee ¢ 

Mr. Enastrom. Both, both. 

Mr. Harpy. That is all, Mr. Chairman. 

Mr. Héserr. Mr. Price? 

Mr. Price. No questions. 

Mr. Héserr. Mr. Gavin? 

Mr. Gavin. I read your statement, Mr. Engstrom. You say— 

We do not, however, believe there is any sound basis for the distinction exist- 


ing between various branches of the armed services in the application of the 
conflict of interest statute. Therefore, we believe these laws should be amended 


, toprovide that they apply equally. 
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Would you explain that, what your thinking is? 

Mr. Enestrom. That was the point, sir, that came up a short tim 
ago, that in the case of the Army, for example, the limitation jg 9 
years after retirement, and in the case of the Navy, as I understanj 
it, it is a permanent injunction against it. 

Mr. Gavin. I understand from my colleague—— 

Mr. Enestrom. Yes. 

Mr. Gavin. That that question was already asked, before I came in 

Mr. Enestrom. Yes, sir. 

Mr. Gavin. So there is no use of being repetitous about it. Maybe 
this has been answered. “It does seem appropriate there be a tim 
period after retirement” 

Mr. Hépert. That was answered. 

Mr. Hess. Yes. 

Mr. Gavin. Was that answered, too? 

Mr. Hess. Yes. 

Mr. Gavin. “Before an officer may be engaged in selling”—— 

Mr. Enesrrom. Yes, sir. 

Mr. Gavin. They advise me that that also has been answered, | 
have no further questions. 

Mr. Harpy. Mr. Chairman. May I ask: You maintain an office 
in Washington with a corporate officer in charge? 

Mr. Enestrom. Pardon me? 

Mr. Harpy. Do you maintain an office in Washington with a cor 
porate officer in charge ? 

Mr. Enestrom. Yes, si*; we do. 

Mr. Harpy. Do any of your military personnel, retired military 
personnel, work out of that office ? 

Mr. Enastrom. Two of them, sir. 

Mr. Harpy. And what are their specific functions ? 

Mr. Enesrrom. One is a man who came out of the Army, who is 
a methods specialist in electronic data processing. He works in our 
Washington office in connection with our selling and our customer con- 
tact on the sale of electronic data processing machines. This is 4 
commercial product. 

Mr. Harpy. He doesn’t work with the military ? 

Mr. Encstrom. He might have contact with the military if they 
were buying a standard data processing equipment. 

Mr. Harpy. But he is not involved in the normal defense interest! 

Mr. Eneastrom. No, sir; he is not in that organization. 

Mr. Harpy. You say you have two—— 

Mr. Encstrom. The second man is a retired naval officer, A little 
over 6 months ago our company was given a study and a research 
contract on developing advanced means of communication between 
ground-based headquarters and a submarine submerged at sea. 

After the contract was in force it was suggested by the Navy that 
we establish a liaison person in Washington, because it is necessaly 
that we feed back into the Navy the results as rapidly as we obtait! 
them. These are technical results, now. And also that they feed 
back to us any information that would impinge on our contract, work 
that might be done by the Navy or by other contractors; and we electel 
to choose a Navy man because he would be in a better position to hare 
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rience. He has no contact with selling. He was employed after 


tim! the contract was in hand. 
18%} = Mr. Harpy. Then he is a comparatively recent employee? 
tan] =-Mr. Encsrrom. He was employed I believe during February of this 
year. ’ 
Mr. Harpy. Of this year? 
: Mr. EncGsrrom. Yes. 
1) = =Mr. Harpy. And he has had no responsibilities at all in connection 
| with any new contracts ? 
lay, «= Mr. ENasrrom. No, sir. 
tim} = Mr. Harpy. Or any extension of further contracts? 
Mr. Encstrrom. No. 
Mr. Harpy. Thank you very much. 
Mr. Héverr. Doctor, is RCA a member of the AIA? 
Mr. Enestrrom. Yes; we are. 
Mr. Hésert. What dues do you pay to ATA ? 
| Mr, Enestrrom. This, as you know, is a proportional arrangement. 
We paid $17,000 a year. 
d. 1 “Mr, Héverr. I know it is based on your sales. 
Mr. EncGsrrom. We pay $17,000 a year. 
Office Mr. Hépert. $17,000. Does RCA belong to the Air Force Associa- 
tion? 
Mr. Encsrrom. Yes; we do, 
+ Co = Mr. Hésert. To what extent ? 
Mr, Encstrom. We belong to about three or four associations re- 
; | lated to the military. 
itary ~~ Mr. Hiperr. Does the RCA advertise in the journals of the Air 
Force Association ? 
Mr. Enastrom. Yes; we do. 
ee Mr. Hésert. To what extent? - 
oe Mr. Enestrom. This figure I do not have. The advertising that 
em ve do of that character is scattered among the associations’ journals 
ws 4 and among the trade publications, principally those that do not have 
a subscription charge. 
Mr. Hrserr. You advertise in all the publications of the trade jour- 
+ they nals related to defense work and to the military associations? 
* Mr. Enesrrom. I wouldn’t say all of them. 
sreat Mr. Héserr. Most of them ? 
Mr. Encstrrom. Yes, sir. 
Mr. Hénerr. Anyway, the Air Foree—the Navy League, you are a 
litte Member of the Navy League? Is RCA a member of the Navy League ? 
ti Mr. Enestrom. ‘That is a name that is not familiar to me; no. | 
eens qt: Hiiserr. The Army Association—the Association of the United 
States Army ? 
y that Mr. Encsrrom. I listed the Air Force Association, the Association 
of the United States Army, the American Society of Naval Engineers 
essary yr 4: %. 2 “teas ed 5 ’ 
sbtaial and the National Industrial Security Association. . 
> tel . Mr. Hérerr. It looks like the Navy League fell down on the job 
ere. 
ho And yet RCA was established at the suggestion of the Navy. 
> haw Mr. ENestrom. Yes, sir. 
at ws] Mr. Gavin. You better check in and see what the Navy League do. 
| We think they turn in a magnificent performance. [Laughter. ] 
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Mr. Enestrom. Well, may I say it this way: If we pay dues, theirs 
is so modest that they. don’t show on the list. 

Mr. Gavin. They certainly evidenced that in their testimony before 
the committee. We were quite proud of their presentation. 

Mr. Hésert. Well, thank you very much, Doctor. 

Mr. Enastrom. Thank you. 

Mr. Héserr. The committee appreciates your appearance this morn- 


ing. 
(The answers to the questionnaire of Radio Corp. of America 





are as follows :) 
JULY 1, 1959, 
Mr. Rosert L, WERNER, 
Vice President and General Attorney, 
Radio Corp. of America, 
80 Rockefeller Plaza, New York, N.Y. 
DeaR Mr. WERNER: The subcommittee acknowledges with thanks your letter of | 
June 29, 1959 and enclosures in response to our questionnaire of June 10. 
Sincerely, | 
JOHN J. COURTNEY, 
Special Counsel. 


RaAprio CorP. OF AMERICA, 
30 ROCKEFELLER PLAZA, 
New York, N.Y., June 29, 1959. 
Hon, JoHn J. CoURTNEY, 
Special Counsel, Subcommittee for Special Investigations, Committee on Armed 
Services, 306 Old House Office Building, Washington 25, D.C. | 

Dear Mr. Courtney: Further with respect to the subcommittee’s request for | 
information contained in Chairman Hébert’s letter of June 10 and to our ex-| 
change of letters of June 17 and 19, there are enclosed responses to questions 1, 
2, and 3 of enclosure No. 1 to Chairman Hébert’s letter. 

I should appreciate your sending me at your earliest convenience 30 addi- 
tional copies of enclosure No. 2 to the chairman’s letter, together with franked 
envelopes, in order that we may promptly send them to each person listed by us. 

To insure that information you receive from individuals conforms to the prin- 
ciples approved by your letter of June 19 in response to mine of June 17, we shall 
send each person receiving a subcommittee questionnaire instructions to limit 
his answers to the information specified in paragraphs 4, 5, and 6 of my letter 
of June 17. 

We are still assembling data for the list of former civilian employees of the 
Federal Government, and we hope to send this to you before the end of the week. 

If you have any questions with respect to the enclosed material, please let me 
know. 

Sincerely, 
Ropert L. WERNER. 


To: Subcommittee for Special Investigations, Armed Services Committee, 
House of Representatives. 
From: Radio Corp. of America. 
1. Department of Defense contracts now held by Radio Corp. of America, 
grouped by type of product or service. 


Electron tubes, transistors, and other components___-__--------------- 1 
Field engineering and related services___._______---_------------------- 


Grose value 

(in millions) 

Missile and surface radar and controls.___................-....-...--- $420.1 
EE ON LEE LE LLL LE AE LEE OE 158.2 
OES SALLE a TEEN TM ODER 76.2} 
EEE EE ER ae eon at Lee eee STN 6.2) 
Electronic data processing systems and studies____.-_---.-------------- 2.0! 
EE N"S ELE EEO TALS EE TE - 
4.0 
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2, Subcontractors of Radio Corp. of America having uncompleted subcontracts 
with a gross value of $1 million or more. 











Gross 
Subcontractor and address Article or service value (in 
millions) 
Aircraft, 1210 Massillon Ave., Akron, Ohio....| Tracking radar pedestal._.......-- $6. 1 
Goodyear nila h aceeuinlen tk alin aan niieh eh eetmnedl Radomes for tracking radar. ----- 2.0 
General Electric Co., Missile Detection Section, Court | Surveillance radar subsystem -- -- 67.4 
Syracuse, 
syivania Electronic Sy stems Division of Sylvania Elec- | Data processing equipment - ----_-_- 17.0 
‘tronic Products, Inc., 189 B St., Needham, Mass. ‘ 
Baton Construction Corp., 1717 Sansom St., Philadel- | Construction of ees es 21 
Bboy Shipbuilding & Drydock Co., Baltimore, Md_| Reactivation of 1 ship—Damp 2.6 
: program. 
McKernan & Terry, Dover, N.J...............-.-.-..-- Radar pedestals................... 1.5 
END a nccnccnnteuccnesucnneesncnsssncatésqneeghbut tpiatsbetcatenuctesusereqdedsareswae 97.7 














I certify that to the best of my knowledge and belief the above information 
is correct. 
Howarp L. LETTs, 
Vice President and Controller, Radio Corp. of America. 
Dated June 29, 1959. 





Rap1io Corp or AMERICA, 
New York, N.Y., June 29, 1959. 
To: Subcommittee for Special Investigations, Armed Services Committee, 
House of Representatives. 
From: Radio Corp. of America. 


In accordance with the letter of June 10, 1959, from the subcommittee to 
RCA, RCA’s letter of June 17 to the special counsel of the subcommittee and 
the letter of June 19 from the special counsel of the subcommittee to RCA, there 
follows a list of retired military personnel above the grade of captain in the 
Army and Air Force and lieutenant in the Navy receiving compensation or 
remuneration from RCA for supervisory or administrative services, who are 
actually subject to military recall in their present status, and are drawing mili- 
tary retirement pay, as opposed to disability benefits or veteran’s allowance 
for disability, and who formerly held commissions as Regular officers, as opposed 
to reservists or Reserve officers on active duty. 

Although the letters of June 17 and June 19 permit limitation of the list in 
various additional particulars, in the time available it has not been possible 
accurately to ascertain which of the personnel listed below may in the past 
6 months have contacted persons or organizations in the military with whom 
they formerly were associated, such contacts being in connection with the sale 
or solicitation for sale of materiel by RCA to the military services. 

Iam informed that for the most part such recent military contacts as those 
on the list below may have had, were concerned with technical and other mat- 
ters incident to performance by the employer under existing contracts, and not 
in connection with the sale or solicitation for sale of materiel or services, but 
in order to provide complete information, copies of the subcommittee’s ques- 
tionnaire will be sent to each person listed below. 

We are continuing to check our records and should additions or revisions 
be made to the list, we shall advise the subcommittee. 
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RCA business address 





RCA Service Co., missile test project, 
Patrick Air Force Base, Fla.: 
D. E. Dobbins, lieutenant colonel, 
U.S. Air Force. 


L. F. Dodson, captain, U.S. Navy---. 


E. O. Drew, lieutenant commander, 
U.S. Navy. 

K. L. Garst, lieutenant colonel, 
U.S. Air Force. 

P. W. Jackson, major, U.S. Army.-.-- 

A. R. Marcy, colonel, U.S. Army-- 

K.M. McLaren, captain, U.S. Navy. 


commander, U.S. 


U.S. 


R. D. Phillips, 
Navy 
T. J. Tally, brigadier general, 


Arm 
RCA Service Co., 1908 Bannard St., River- 
ton, N.J. 
H. -b _Harnly, rear admiral, U.S. 


Na 
J. R. Killip, 
U.S, Air Force. 
G. i. Miner, lieutenant commander, 
U.S, Navy. 

RCA Service Co., Cherry Hill, Camden, 
N.J.: S. P. Collins, brigadier general, 
U.S. Army. 

RCA Service Co., 4374 E. Speedway, 
Tucson, Ariz.: J. L. Langevin, Colonel, 
U.S. Army. 

RCA Service Co., 8388 North Henry St., 
Alexandria, Va.: J. M. Robinson, rear 


lieutenant colonel, | 


admiral, U.S. Navy. : 
RCA Service Co., 217 Highland Ave., 
Westmont, co. Severance, 


major, U. g. agar 
Radio Corp. of America, Front and Cooper 
Sts., Camden, N.J.: 


F. L. Ankenbrandt, major general, 
U.S. Air Force. : 
E. D. Foster, vice admiral, U.S. 
Navy. : 
R. R. Waller, rear admiral, U.S. 
Navy. 
RCA Advanced Military Systems, 201 
Nassau St., , Princeton, N.J.: A. C. Gay, 


colonel, U.S.A.F. 
RCA labesiinden, Princeton, Ly I3C. I, 
King, Jr., colonel, U.S. Arm 
Radio Corp. of a. 30. Rockefeller 
Plaza, New York, N.Y 
H. C. Ingles, major general, U.S 
Army. 


W. B. Smith, general, U.S. Army-.-.--- 


D. C. Wallace, colonel, U.S. Army-.--- 


Radio Corp. of America, 75 Varick St., 
New York, rig a ©. ynkoop, 
rear admiral, U. Navy 

RCA Missile and Pe seet "beter Division, 
Moorestown, N.J.: 

L. R. Lampman, captain, U.S. Navy-- 
J. H. Madison, colonel, U.S. Army-.--_. 
W. L. Richardson, major general, U.S. 


Air Force. 
E. al Wakefield, rear admiral, 


Na 
RCA Flight Laboratory, Post Office Box 
1507, Wilmington, Del.: 
L. M. Grant, rear admiral, U.S. Navy. 
J.C. Thompson, ieutenant commander, 
U.8. Navy. 








RCA occupation title 


RCA employmen 
date—Month me 
year 





instrumentation service 
RCA Service 


Manager, 
(Grand Turk Island), 
Co 


Manager, range engineering, RC A Serv- 

ice Co. 

Administrator, data processing, RCA 
Service 

Manager, maintenance standards and 
evaluation, RCA Service Co. 

Leader, standards laboratory and repair, 
RCA Service Co 


Manager, instrumentation planning, 
RCA Service Co. 

Vice President, missile test project, 
RCA Service Co 

Manager, instrumentation station 


(Eleuthera), RCA Service Co. 
Manager, communications engineering, 
RCA Service Co. 
BMEWS service, 
BMEWS 


Manager, supply, 
RCA Service Co 

Manager, material control, 
service, RCA Service Co. 

Administrator, records management, 
BMEWS service, RCA Service Co. 


Manager, interdivisional liaison, RCA 
Service Co 

Manager, Teceen systems engineering 
facility, RCA Service Co. 


Leader, systems engineer military appli- 
cations, RCA Service Co. 


Coordinator, Atlas parts breakdown. 
RCA Service Co. 


Administrator, global communications 
program, defense electronic products. 
Vice president and general manager, 
electronic data processing division. 
Administrator, market analysis, RCA 
corporate staff, product planning. 
Member, technical] staff_............--.- 


Director, laboratory services __-.......... 


Director, RCA board of directors, con- 
sultant and member of various com- 
mittees of the board. 

Director, RCA board of directors and 
member of various committees of the 
board. 

Administrator, planning, RCA inter- 
national division. 

Vice president, commercial marine dis- 
tribution, RCA corporate staff. 


Manager, DAMP ship operations_-_--_-_.. 
Manager, weapons system requirements. 
Administrator, BMEWS program. - 


Manager, site supplies, BMEWS.-...--- 


Manager, flight laboratory. -...-.........- 
Manager, facilities and services, RCA 
flight laboratory. 





—————_—___, 


September 1957, 


September 19657, 


| February 1957, 


March 1957, 
February 1957; 
November 1955; 
August 1954, 
February 1957, 
July 1957. 


March 1958, 
April 1959, 
April 1958. 


August 1956, 
November 1955, 


August 1955, 


August 1957, 


December 1956, 
January 1951. 
August 1954. 
March 1955, 


July 1954. 


May 1947, 
December 1954.. 


January 1957. 
February 1949. 


January 1959, 
August 1954. 
November 1954.. 


May 1959. 


July 1954. 
July 1955. 
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——————— 





RCA employment 
RCA occupation title date—Month and 


year 


RCA business address 
| 


a epee 





| Radio Corp. of America, 2720 East Broad- | Senior project manager, technical staff_..| January 1958. 
way, Tucson, Ariz.: J. V. Tower, 
colonel, U.S. Army. 

| Radio Corp. of America, 1625 K St. NW., 

| Washington, D.C.: ; d 

| GA. Gould, colonel, U.S. Army...--- ae data processing method | September 1958. 

| specialist. 

Cc. C, Mann, rear admiral, U.S. Navy.| Washington representative, Project | February 1959. 

Pangloss, RC A laboratories. 

Radio Corp. of America, Box 1673, Vanden-| Leader, engineering systems projects. - .- 
berg Air Force Base, Calif.: G. H. Head, 
commander, U.S. Navy. 

Radio Corp. of America, 11819 West | Manager, product development plan- | July 1958 
Olympic Blvd., Los Angeles, Calif.: ning, west coast missile and surface 
J. H. Rothrock, colonel, U.S. Air Force. radar department. 


January 1958. 














| I certify that to the best of my knowledge and belief the above information is 
| correct. 
/8/ Edward M. Tuft, 
Epwarp M. Tvrt, 
Vice President, Personnel, Radio Corp. of America. 


Rapio Corp. OF AMERICA, 
New York, N.Y., June 30, 1959. 
Hon. Joun J. COURTNEY, 


Special Counsel, Subcommittee for Special Investigations, Committee on Armed 
| Services, Washington, D. C. 


Dear Mr. CouRTNEY: With my letter of June 29 there were enclosed certified 
| sponses to questions 1, 2, and 3 of enclosure No. 1 to Chairman Hébert’s letter 
\o RCA of June 10. Herewith is a certified response to question 4 of enclosure 
No. 1 to Chairman Hébert’s letter. 

Subject to any additions or revisions which a recheck may show should be made 
\tothe data sent to you, this completes RCA’s compliance with the subcommittee’s 
rquest for information. I should appreciate your sending me at your earliest 
venience 15 additional copies of enclosure No. 3 to the chairman’s letter, 
gether with franked envelopes, in order that we may promptly send them to 
ach person on the enclosed list. 


If you have any questions with respect to any of this material, please let me 
how 








Sincerely, 


Rosekt L. WERNER, 
Vice President and General Attorney. 





Rapro Corp. oF AMERICA, 
New York, N.Y., June 30, 1959. 
‘ly; Subcommittee for Special Investigations, Armed Services Committee, House 
of Representatives. 
From : Radio Corp. of America. 


In accordance with the letter of June 10 from the subcommittee to RCA, 
ROA’s letter of June 17 to the special counsel of the subcommittee and the letter 
of June 19 from the special counsel of the subcommittee to RCA, there follows a 
list of all former civilian officers and employees of the Department of Defense 
orof any of the executive departments, including the executive offices of the 

ident or of the legislative branch, either as members or civilian officers or 
euployees, receiving any compensation or remuneration from RCA for super- 
yisory or administrative services, such list including only those employees now 
ming a salary of $10,000 and above who in their former Federal posts earned 

0,000 and above and whose employment with the Federal Government ter- 
fiinated within the past 5 years. 

Although the letters of June 17 and June 19 permit limitation of the list in 
Mrious additional particulars, in the time available it has not been possible 
\curately to ascertain which of the personnel listed below may in the past 6 
tonths have contacted persons or organizations in the military with whom they 


| 
| 
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formerly may have been associated, such contacts being in connection with the 
sale or solicitation for sale of material by RCA to the military services, but jp 
order to provide complete information, copies of the subcommittee’s questionnaire 





will be sent to each person listed below. 


We are continuing to check our records and should additions or revisions be 


made to the list, we shall advise the subcommittee. 
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RCA business address 


RCA occupation 





Radio Corp. of America, Front and Cooper 
St., Camden 2, N.J.: 

Joseph Alderman, Chief, Civil Section, 
Internal Security Division, Depart- 
ment of Justice, Washington, D.C. 

Gerald E. Hollingsworth, Assistant 


Counsel, Bureau of Ordnance, 
Department of the Navy, Washing- 
ton, D.C. 


Samuel B. Holt, GS-13 engineer, U.S. 
Air Force, Wright-Patterson AFB, 
Communication and _ Navigation 
Laboratory, Dayton, Ohio. 

Mark Lotkin, Acting Chief Mathema- 
tician, Computing Laboratory, 
Ballistic Research Laboratories, 
Aberdeen Proving Ground, Md. 

Joseph P. Lynch, Assistant Counsel, 
Research and Development, Bureau 
of Ordnance, Department of the 
Navy, Washington, D.C. 

M. Dean Post, electronics scientist 
as special assistant to Deputy 
Director, National Security Admin- 
istration, Washington, D.C. 

Radio Corp. of America, Marne High- 
way and Borden’s Landing Missile and 

Surface Radar Division, Moorestown, 
oP 

Dudley M. Cottler, Assistant for 
Engineering, White Sands Signal 
Agency, White Sands Proving 
Ground, N.Mex (Signal Corps, U.S. 
Army). 

Edward W. Petrillo, Director, Radar 
Division, U.S. Signal Corps Engi- 
neering Laboratory, Belmar, N.J. 

Irving Stokes, Deputy Director of 
Radar Division, Signal Corps Engi- 
neering Laboratory, Belmar, N.J. 

Radio Corp. of America, RCA Bldg., 30 
Rockefeller Plaza, New York, N.Y.: 





O. Gordon Delk, Deputy Commis- | 


sioner, Internal Revenue Service, 
U.S. Treasury, Washington, D.C. 

Fred E. Hartzsch, Commissioner, 
Transportation and Public Utilities 
Service, General Services Adminis- 
tration, Washington, D.C. 

Radio Corp. of America, Missile Elec- 
tronics and Controls Department, 
Burlington, Mass. 

J. F. Bianco, Chief, Radar Laboratory 


Air Research and Development 
Command, Air Force, Bedford, 
Mass. 


Radio Corp. of America, Box 1673, Van- 
denberg Air Force Base, Calif. 

W. W. Wallis, Assistant. Technical 
Director, Systems Engineering 
Branch, Flight Determination Lab- 
oratory, White Sands, N. Mex. 

Radio Corp. of America, Electronic Data 
Processing Division, 1625 K St. NW 
Washington 6, D.C.: 

B. G. Anderson, automatic data proc- 
essing systems analyst, Office of 
Secretary of Defense, Washington, 
D.C. 


D. G. Davis, management analyst, 
Digital Computing Systems, Spring- 
field Armory, Springfield, Mass. 





| 
| 
| 
| 


Counsel, RCA Electron Tube Division 
and Semiconductor and Materials 
Division. 

Counsel, Missile and Surface Radar 
Division. 


Manager, engineering projects, air- 


borne systems department. 


Administrator, technical projects ~oordi- 
nation (math analysis), surface com- 
munications department. 


Counsel, airborne systems department._- 


Administrator, advanced 
defense electronic products. 


planning, 


Manager, Systems Projects Missile and 
Surface Radar Division. 


Manager, tactical radar and data 
systems projects, Missile and Surface 
Radar Division. 

Manager, advanced projects and plan- 


ning, Missile and Surface Radar 
Division. 
Manager, budgets, RCA Corporate 


Staff. 


Director, special management studies, 
RCA Corporate Stal. 


Manager, development and _ design 
projects, Missile Electronics and 
Controls Department. 


Manager, systems integration and test, 
Missile and Surface Radar Division. 


Salesman, electronic data 


equipment. 


processing 


Salesman, electronic data 


equipment. 


processing 





RCA employment | 
(month and year) | 





April 1957, 


July 1957, 


March 1959, 


April 1959, 


May 1959, 


September 1958, 


May 1956, 


June 1956. 


November 1954, 


May 1959. 


November 1957, 


March 1957. 


November 1956. 


September 1958. 


March 1959. 





ne 
e 
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—_—_— 


RCA business address RCA occupation RCA employment 
(month and year) 





Radio Corp.of America—Cont. 

0. J. fivle, systems analyst, Supply | Salesman, electronie data processing | September 1958. 
Management Division, Office of the equipment. 
Administrator, Veterans’ Admin- 
istration, Washington, D.C. 

J. B. Parks, inventory management | Salesman, electronic data processing | November 1958. 
specialist, Federal Supply Service, equipment. 

eneral Services Administration, 
Washington 25, D.C. 

Ga. P. Sheya, Chief, Management | Salesman, electronic data processing | April 1959. 
Engineering Division, Ogden Air equipment. 
Materiel Area, Hill Air Force Base, 
Hill Field, Utah. 

Radio Corp. of America, RCA Interna- | Manager, systems projects, RCA In- | November 1959. 
tional Division, Clark, N.J.: M. L. Ribe, ternational Division. 
Chief. Radio Relay Branch, Radio Div- 
jsion, Signal Corps, Engineering Labo- 
ratory, Fort Monmouth, N.J. 











Icertify that to the best of my knowledge and belief the above information is correct. 
(Signed) Edward M. Tuft, 
(Typed) Epwarp M, Tvrt, 
Vice President, Personnel, Radio Corp. of America. 


JULY 15, 1959. 
Mr. Ropert L. WERNER, 
Vice President and General Attorney, Radio Corp. of America, RCA Building, 
New York, N.Y. 
Deak Mr. WERNER: Thank you for the additional information contained in 
your letter of July 14, 1959, in response to the subcommittee’s questionnaire. 
Sincerely, 
JOHN J. CourTNEY, Special Counsel. 


RapiIo Corp. oF AMERICA, 
New York, N.Y., July 14, 1959. 
Hon. JoHN J. CourTNEY, 
Special Counsel, Subcommittee for Special Investigations, Committee on Armed 
Services, Washington, D.C. 

Deak Mr. CourTNEY: Among the data forwarded to you with my letter of 
June 29 was a certified statement showing the gross value of defense contracts 
held by Radio Corp. of America, grouped by type of product or service. This 
information was submitted in response to question 1 of enclosure No. 1 to 
Chairman Hébert’s letter of June 10, 1959. 

Since many of these defense contracts have extended over a period of years 
and a substantial portion of the work called for under them was completed 
by RCA prior to June 1959, we prepared for our own information a schedule 
showing not only the gross value of RCA’s defense contracts but also the dollar 
value of the uncompleted portions thereof as of May 31, 1959. 

In order to furnish the subcommittee more complete information reflecting 
the actual status of RCA’s defense contracts as of the time of the original in- 
quiry, this schedule has been incorporated in a statement in certified form which 
Iam sending you herewith with the request that it be treated as a supplement 
to the information contained in our statement of June 29. 

Sincerely, 
RosertT L. WERNER, 
Vice President and General Attorney. 


To: Subcommittee for Special Investigations, Armed Services Committee, House 
of Representatives. 
From: Radio Corp. of America. 

In response to question 1 of enclosure No. 1 to the letter of June 10, 1959, 
from the subcommittee to RCA, we submitted a certified statement of June 29, 
1959, showing the gross dollar value of defense contracts held by RCA, grouped 
by type of product or service. 

A substantial portion of the work called for under these defense contracts was 
completed by RCA prior to June 1959, but since this information was not within 


44112—59—_53 











830 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


the scope of question 1, it was not reflected in our prior response to the subcom. 
mittee. To present an accurate current picture for consideration by the sub. 
committee we have prepared this further statement which, in addition to shoy. 6 re 
ing the gross dollar value of RCA defense contracts as previously reported, gets| capt 
forth the dollar value of the uncompleted portions of such contracts as of May 





























31, 1959. M 
Department of Defense contracts held by Radio Corp. of America, grouped by M 
type of product or service and showing (a) gross value, and (6b) uncompleted 
portion as of May 31, 1959, are as follows: Thes 
I illi ] (1 
m 3 
Gn illions} M 
Gross value |Uncompleted new 
portion tion 
| volu 
Missile and surface radar and controls ------ panies Bear iat $420. 1 $165,4 Tl 
Airborne systems...-_.--.--.....--- ee . 158. 2 26 | 
Surface communications _____..______-- $y seve ; 76. 2 171 most 
Space electronics - - - - eetetctes: ae corcess eee ‘ 6.2 = 
Electronic data processing systems and studies... _- pie ae : 2.0 16} spon 
Basic research contracts_-_........--- ; 4.9 22 recor 
Electron tubes, transistors, and other components 17.8 11 
Field engineering and related services. .._- Coe 22.3 621 M1 
0 ES SE EOS ee ee ee ee 707.7 242.6 Mr 
ne RE eee = aneereernne / mera 
, : 7 Mr 
I certify that to the best of my knowledge and belief the above information M 
> . MI 
is correct. : 
Howarp L. Letts, the li 
Vice President and Controller, Radio Corp. of America. Mr 
Dated July 14, 1959. Mr 
i 4 
Mr. Héserr. The next witness, Mr. Courtney. | what 
Mr. Courtney. Aerojet-General Corp., Mr. Chairman. Mr 
Mr. Hiéserr. Will you identify yourself for the record, pleas! Mr 
Mr. Kimball ? Mr. 
Mr 


TESTIMONY OF DAN A. KIMBALL, PRESIDENT, AND WILLIAM ZISCH, = Mr. 
VICE PRESIDENT AND GENERAL MANAGER, AEROJET-GENERAL Mr 


Mr. 

CORP. Mr. 
Mr. Kimpauy. I am Dan A. Kimball, president of Aerojet-General, Mr. 
Mr. Ziscu. William Zisch, vice president and general manager, them 1 
Aerojet-General Corp. Mr. 
Mr. Héserr. Will you gentlemen take the oath, please. 9,000 
You and each of you do solemnly swear that the testimony you will Mr. 
give before this subcommittee in the matters now under consideration Mr. 
will be the truth, the whole truth, and nothing but the truth, so help ‘ ret) 
you God? iffere 
Mr. Krupa. I do, so help me God. restric 
Mr. Ziscu. I do. Cea 
Mr. Héperr. Mr. Courtney. a 
Mr. Courtney. You have a prepared statement, Mr. Kimball? the 3 


Mr. Kimpaty. No, Mr. Courtney. ub]; 
Mr. Courtney. You desire to make a statement ? | Me | 
Mr. Krmpat. I have no prepared statement. I am just prepared,“ 


: \Itw 
to answer any questions you may have. ny 
Mr. Hésertr. Then, we will shoot from the hip. M ? 
Mr. Courtney. The returns of the questionnaire, Mr. Chairman ie 
ya 


for the defense portion of General Tire & Rubber, Aerojet, and others 
shows 1 major general in employment, 4 brigadier generals, 11 cole 


| 
| 
| 
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om-| nels, 6 lieutenant colonels, and 4 majors. And for naval personnel, 
sub! § rear admirals, one of whom is actually retired as a commodore, 7 
captains, 9 commanders, 18 lieutenant commanders, or a total of 66. 
May Mr. Ziscu. Sixty-six, that is right. 

Mr. Kimpauu. Yes. 


d by Mr. Courtney. Twenty-one appear to be in administrative duties. 
eted | These are from the answers to the questionnaire. 
(Mr. Zisch nods. ) 


Mr. Courtnry. Twenty-five in technical. Sixteen we have in a 
new category known as miscellaneous. Three need further informa- 
in | tion before definition. Of those, 34 were voluntarily retired, 24 in- 
— | yoluntarily retired, and 14 were retired for disability. 
$165.4 The average industry pay of this group seems to be $850, with the 





ft: most frequently recurring pay of $600 per month. Does that corre- 
‘| spond with your record? Is it in substantial agreement with your 
22' yecord ? 

2} Mr. Kimpaun. Substantially, yes. 


mm Mr. Courrney. Now, these employees, the 50 who have been enu- 
/ merated here, are a part of how large a group in your company ? 
Mr. Kimpay. 24,000 people. 
ation Mr. Courtney. 24,000. But 24,000 would include the workmen on 
the line as well as others ? 
ica. Mr. Krupatr. That is right. 
| Mr. Courrney. Of the technical people or administrative people, 
_ what is your population ? 
Mr. Kimpatu. Roughly, 9,000. 
leas, Mr. Courtney. About 9,000? 
Mr. Krmsauu. 9,000, yes. 
Mr. Courtney. This would be a part of that 9,000? 
isco. Mr. Krmpatr. ys : 
Mr. Courtney. Group ? 
nn Mr. Kimpauy. Yes. " 
Mr. Courtney. Is that right? 
neral, , Mr. Kimpacn. That is right, substantially. I think one or two of 
them work in the salary group. 


I, q , 
age “Mr. Courtney. But, in general, they are employed in this group of 
9,000? 
uwil Mr. Kiatpauy. Yes. 
Mr. Courtney. Now, with respect to the policy of the employment 
ration ’ I poncy ploy 


» help of retired military personnel, you, of course, are familiar with the 
difference—from your prior experience—with the difference as to 
restrictions of naval personnel as appear in existing law and those of 
theother services. Do you have any comment ? 

Mr. Kraravu. I have no comment on that. 

9 Mr. Courtney. Do you believe as a representative of industry, that 

the limitations or restrictions, whatever they may be, ought, in the 

public interest, to be uniform ? ; : } 

spared Mr. Kimpaty. I don’t see any particular need for it to be uniform. 

| tworks all right the way it is, in my opinion. Uniformity might help 
‘alittle. 

‘rman, . “lr. Courrney. In other words, you find that the statutory restric- 

others 2S, as a member of industry, and the regulations, whatever they may 

1 oan 


| 
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be, and however different they may be, are not handicapping you in the 
operation of your business # 

Mr. Kimpatu. No, sir. 

Mr. Courrney. Is that right ? 

Mr. Kimpauy. We have our own policy, and we follow that policy, 

Mr. Courtnrey. Now, with respect to the employment of civilian 
personnel, do you believe that there should be any restriction for the 
employment of former Federal civilian officials, in counterpart to the 
work—— 

Mr. Kimeaty. Mr. Courtney, it doesn’t make any difference to us, 
We have a definite policy that we live by and follow. So we don‘ 
care whether they have some other restrictions or not. We havea 
policy that suits us, and we think is honest and fair, and we use that, 

Mr. Courtney. Well, now, then, will you tell us what that policy is? 

Mr. Kimpatu (reading). 


Any retired military or civilian employees are not— 
we have it stated here— 








allowed to negotiate contracts or engage in any selling activities. We state it—— | 


Mr. Courtney. And this is for the duration, or what ? 

Mr. Kimpatu. We state it currently. Aerojet hires retired officers 
and civilian employees if they meet the company’s requirements, but 
only after the officer announces he is to retire. Primarily we hire 


technical and administrative personnel. Such personnel as are hired | 


have duties of a restrictive nature, and are not authorized to negotiate | 


or enter into contracts or do work of a sales nature. Aerojet believes 
this policy provides personnel with the proper background, enabling 
the company to avoid delays and excessive costs to the Government. 
Our industry is young, and due to the nature of Aerojet’s work the 
most likely source of personnel having a familiarity with and experi- 
ence in the increasing complexity of modern weapons for the national 
defense is retired officers and former Government civilian employees. 
Mr. Courtney. Now, Mr. Kimball, I have a question to ask you 
about an invitation 
Mr. Hésert. John, before we get to that, let’s finish those officers, 
if you don’t mind. The general officers in the company: Will you 
please read them—list them and their salaries ¢ 
Mr. Kuun. Calvin Matthews bolster, rear admiral, retired: Re- 
tired monthly pay, $855.74; voluntary retired; no disability. His 
Aerojet-General compensation is $2,000 per month, or $24,000 per 
ear. 
Mr. Kimpary. He is with General Tire. He serves—he works for 
the General Tire & Rubber Co., but he is on our technical advisory— 
on Aerojet’s technical advisory board. 
Mr. Gavin. What is his name? 
Mr. Kuuwn. Bolster. 
Mr. Hesert. Who pays him, Mr. Kimball ? 
Mr. Krupa. Aerojet does not pay him. 
Mr. Héserr. General Tire, and then lends him to you? 
Mr. Kimpary. Aerojet does not pay him. 
Mr. Harpy. Aerojet-General doesn’t pay him for what services he 
performs for Aerojet ? 
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Mr. Kimpatu. He is on our technical advisory board, that meets 
three or four times a year. 

Mr. Harpy. My goodness, from General Tire he gets an awful lot 
of money. And you don’t pay him anything extra? 

Mr. Krvpatt. No. He is on the General Tire payroll. And we 
are 85 percent owned by General Tire. So that is part of the serv- 
ice that General Tire renders to Aerojet. 

Mr. Héperr. It is 85 percent ownership ¢ 

Mr. Kimpatu. What ? 

Mr. Heperr. It is 85 percent ownership 4 

Mr. KimBau. Yes. 

Mr. Heéserr. All right, next. 

Mr. Kunn. John C. Alderman, rear admiral, retired; voluntarily 
retired; no disability; $729 per month retirement pay. His com- 
pany compensation is $12,000 per year. 

Robert Kyle Ashton, rear admiral, monthly retirement pay of $645 
per month. He was involuntarily retired, with a partial disability 
of 50 percent; and his company compensation is $11,124 per month— 
per year. 

Mr. Gavin. I was just about to ask you whether there were any 
stock options. 

Mr. faae. Laurence C. Baldauf—B-a-]-d-a-u-f—rear admiral, re- 
tired; monthly retirement pay, $738.75 per month; voluntarily re- 
tired; no disability ; company compensation, $15,456. per year. 

Robert S. Hatcher—H-a-t-c-h-e-r—rear admiral, retired; $769 per 
month retirement pay; voluntarily retired; no disability; company 
compensation is $16,692 per year. 

Mr. Ziscu. $15,000-—— 

Mr. Kimpauu. $15,000. 

Mr. Kuun. Isn’t that what I said? 

Mr. RepmMan. $16,000. 

Mr. Kunn. $16,692 

Mr. Kimpau. I have $15,792. 

Mr. Kunn. Monthly 

Mr. Kirwan. Yearly. 

Mr. Kcunn. Yes—yearly, $16,692. He lists $1,391 per month. 

Mr. Ziscn. There may be an error in the figure. 

Mr. Kiwpatn. OK. 

Mr. Kunn. Frederic L. Hayden, brigadier general, U.S. Army, 
retired; $768.92 per month. He was involuntarily retired, with 90 
percent disability, and his Aerojet-General compensation is $8,400 
per year. 

Archibald D. Hunter, commodore, U.S. Navy, retired; $880 per 
month retirement; voluntarily retired; no disability; Aerojet-General 
compensation—he is on a consulting basis for work done so far this 
year. He lists $450. 

(Mr. Kimball acre 

Mr. Kuun. Brig. Gen. Harrison Shaler—S-h-a-l-e-r—monthly re- 
tirement pay, $768.92 per month; voluntarily retired, no disability; 
and his Aerojet-General compensation is $13,404 per year. 

Arthur W. Vanaman—\V-a-n-a-m-a-n—major general, U.S. Air 
Force, retired; $855.73 a month; voluntarily retired, with a par- 
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tial disability of 20 percent; Aerojet-General compensation, $15,456 
er year. 

m The final one is David L. Van Syckle—S-y-c-k-l-e—brigadier gen- 

eral, U.S. Army, retired ; $768.92 a month retirement pay ; voluntarily 

retired, no disability ; Aerojet-General compensation, $10,800 per year, 

Mr. Héserr. Now, all of these officers, retired officers, Mr. Kimball, 
were employed under the policy, which you have stated, of your 
company ¢ 

Mr. Krmpatt. That is right, sir. 

Mr. Hésert. Without exception ? 

Mr. Kimpauu. That is right. 

Mr. Héserr. Now, at the origination of these hearings your com- | 
pany was sent a questionnaire, along with the other 100 top defense 
contractors in the country, and also enclosed were questionnaires to be _ 
distributed to your retired personnel at the request of the committee, — 
and have the retired personnel file the replies with the committee; that — 
is correct, isn’t it ? 

Mr. Krmpatu. That is correct. 

Mr. Hésertr. And you did distribute those as required ? 

Mr. Kimpatu. Yes, sir. 

Mr. Hésert. Mr. Courtney, I ask you now to read to Mr. Kimball a 
memorandum of the staff. And I would like his comment on it. 

Mr. Courtney. This is a staff memorandum: 


Re: Employees of Aerojet-General Corp, with identical answers to individual | 
questionnaires. 

Twenty-six individual employees of Aerojet-General Corp. gave identical 
answers in their individual questionnaires, as follows: 

Question. State whether you have solicited or participated in any discussions, 
oral or written, concerning sale, use, adaptation, modification, improvement, 
suitability, development, or research of any article, plan, process, or program 
with any officer or employee of the Department of Defense at any time on behalf 
of any company, organization, or yourself. 

Answer. The business of my employer. Aerojet-General Corp., is approxi- 
mately 98 percent work for the U.S. Government. When in the performance of 
my duties I have, of necessity, engaged in any discussions concerning the matters 
under consideration, I have never been party to any contractual discussions. 
For further detail see letter with enclosures, D. A. Kimball to Subcommittee for 
Special Investigations, Committee on Armed Services, dated June 29, 1959, 
Enclosure (A) sets forth Aerojet-General Corp. policy. 


The second question : 


Question. If your answer to the foregoing question is “Yes,” state the subject 
of such discussions, conversations, or writings, identify the persons with whom 
‘the exchanges took place or the circumstances under which they occurred. 

Answer. Conversations of the type under discussion were limited to technical 
aspects of materiel covered by contracts then in the course of performance. I 
did not charge my memory with either the specifics of such talks, the identity of 
the personnel, nor the precise time thereof. 

Of the 26 individuals who gave these identical answers, 17 were retired mili- 
tary officers and 9 were former Government civilian employees or officials. 

In 21 of the 26 cases, the identical answers were typed into the questionnaire 
on a typewriter which had not been used in answering the other questions; that 
is, the other questions had been answered either on a different typewriter or by 
hand. 
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56 The 26 individuals concerned are: 
Retired officers: 
Rear Adm. R. K. Ashton, USN, retired ; 


N- Col. W. E. Benedict, retired ; 

ily Col. W. M. Frash, USMC, retired ; 

ar Comdr. C. P. Gallagher, USN, retired ; 

IL Lt. Comdr. R. A. Harralson, USN, retired; 
Ul, Brig. Gen. R. W. Hayward, USMC, retired ; 
ur Capt. G. E. King, USN, retired ; 


Comdr. G. A. Klug, USN, retired; 
Lt. Comdr. G. E. McDermott, USN, retired; 
Capt. J. C. McGoughran, USN, retired ; 
Col. R. D. McLeod, Jr., USA, retired ; 
Col. H. A. Moody, USAF, retired ; 
m- | Comdr. D. A. Nienstedt, USN, retired; 





nse Capt. W. L. Tann, USN, retired; 
be Capt. V. C. Turner, USN, retired ; 
Maj. Gen. A. W. Vanaman, USAF, retired; 
ee, Lt. Comdr. C. F. Vance, USN, retired. 
hat Former civilian employees: 
E. L. Brown, 
V. E. Caffee, 


B. F. Coffman, Jr., 
J. R. Crooks, 
W. M. Kauffman, 
ila J. H. Madden, 

B. Siegel, 
S. Skolnik, 
W. R. Westphal. 


ual | Mr. Héserr. Now, Mr. Kimball, you have heard the staff memo- 

| randum on that. And let me elaborate and also ask these questions. 
ical You did testify that the committee sent to you the individual ques- 
tionnaires for the individual retired people, for them to fill out them- 


- | selves and answer to the best of their knowledge. ; 

ram The staff memorandum then indicates that you had identical ques- 
half tions ——— 

ae Mr. CourTNEY. Answers. 

a a Mr. He&sert. As to phraseology, and punctuation, to the two key 
ters questions to be asked the individual personnel. 

ons. The staff memorandum also shows that a number of these were 


for started out. in longhand and when it came to the two key questions 

95. that the committee was particularly interested in and wanted specifics 
on, the questions were identical, and all writing apparently on an IBM 
Executive typewriter. 


ject Mr. Courtney. The answers. 
hom Mr. Kimpau. Yes, sir. 

Mr. Heéserr. The answers. 
ical ? 
tis Do you have any comment to make on that ? 
y of Mr. Kimpatu. Yes, I do, Mr. Chairman. 


This question is a very difficult question for a man to answer. They 

mil: want bb inate if they have ever participated in any discussion on con- 

aire tracts or work we are doing. Well, obviously we have many, literally 

that | thousands of people visit our plants from the military, and all of them 

rby | discuss some of these contracts. You couldn’t think back to all the 
' times that you had talked to people about work that we are doing. 

So we suggested, if this met with their approval, that this was a 

reasonable, fair answer. And we gave it to them. If they thought 

| that answer was all right and was in accordance with the facts, they 

signed a note saying that we could put that in. 
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Mr. Héserr. You put the words in their mouths. 

Mr. Kimpatu. We suggested—that is right. ; 

Mr. Héserr. And typed it out on the same typewriter. 

Mr. Kimpaut. That is right. We gave them the answers they 
suggested. 

Mr. Herserr. Of course, you gave it tothem, You told them what 
to answer, did you ¢ 

Mr. Kimpauu. No, we didn’t tell them what to answer. 

Mr. Héserr. Did any of them refuse to answer in that way? 

Mr. Krapatu. They could answer in any way they wanted to, 





Mr. Héserr. They could answer in any fashion they wanted, but 
did any of them refuse ¢ 

Mr. Kimpauu. I can’t tell you. 

Mr. Héserr. The figures will show that. 

The problem is we are trying to get the answers from the individ. | 
uals. And this is the only company, of all the companies that we had, 
that followed this course. | 

Now, the questions weren’t so difficult to other people. They an- 
swered in their own way, without being shepherded and guided and} 
told what to answer. 

And that is what we would like to discuss. These are identical 
answers to the two key questions that we are trying to find out, what 
the answers were to the man’s own knowledge and the man’s ow 
ability to state. 

Who framed that language ? 

Mr. Kimpauu. I couldn’t—I don’t know who framed the answer, 
This was a general statement of what they did. 

Mr. Hésert. It was a general—— 

Mr. Kimpauy. These people are engaged in the production of weap- 
ons. We have a great many people come to our plant to discuss the 
progress of our contracts and what we are doing. You couldn’t r- 
member back, of all the people that you had talked to about it. 

Mr. Hépert. You couldn’t remember them, but you could remen- 
ber some. Other individuals—of all the retired officers, only the re- 
tired officers employed by Aerojet came up with identical answers, 
which as you suggest, and stated, was furnished by your company. 

Mr. Kirmpaui. That is right. 

Mr. Héperr. And said “Now this is the way to answer this ques- 
tion.” 

Mr. Kimpati. We suggested this would be a proper answer, if they 
cared to answer it that way, sir. 

Mr. Hésertr. Well, Mr. Kimball, you have been in the Navy long 
enough and around the military long enough to know that you suggest 
something, what it means, and that is it. 

Mr. Kimpati. We don’t put any bars on anybody, to answering the 
questions to the best of their conscience and ability. 

Mr. Héperr. You suggested the answer, and you suggested “Heres | 
a EPP CHU, we will fill it in for you.” 

Mr. Kimpauy. Yes, sir. 

Mr. Héperr. All on the same typewriter. 

Mr. Kimpauu. Yes, sir; we offered todo that for him. 

Mr. Gavin. Mr. Kimball—please 
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Mr. Kimpati. And we came down and gave it to this committee in- 
formally before we put it in, and said “Would this be reasonably 
satisfactory.” 

Mr. Hésert. Did what? 

John, what? Was that ever submitted to this committee ? 

Mr. Courtney. Oh, yes. The questionnaire—— 

Mr. Hésert. Oh—I say, was it informally submitted, before those 
answers Were written ? 

Mr. Courtney. I don’t think there was any informal submission. 

The answers were furnished 

Mr. Hésert. No. Was there any previous discussion ? 

I think Mr. Kimball stated there was a previous agreement on the 

art of the committee staff. 

Mr. Kiwpaty. There was no agreement. 

Mr. Hesert. You don’t mean to leave that impression ? 

Mr. Kimpatu. Oh, no, there was no agreement, sir. 

Mr. Harpy. I think we ought to have an explanation there, Mr. 
Chairman. 

What did this informal presentation to the staff consist of, Mr. 
Kimball ? 

Mr. Krmpatu. Just showing them this letter and saying “This is the 
way we propose to answer it.” 

Mr. Harpy. To whom was it shown, and when in point of time in 
connection with the filing of these replies? 

Mr. Kimpatu. I presented it to Mr. Courtney and to the chairman, 
and told them how we proposed to answer it. 

Mr. Héserr. I never discussed this with you, Mr. Kimball, until 
now. I never discussed this questionnaire with you. I haven’t seen 
you since the questionnaires went out. 

Mr. Kimpatyi. Then my memory is wrong. 

Mr. Héserr. I think it is wrong. 

Mr. Kimpary. But I don’t think it is. 

Mr. Héperr. You see, a statement like that, that you discussed it 
with the chairman—certainly, I have not seen you since the questions 
were framed. 

Mr. Harpy. Let’s clear up the rest of it now. Apparently we are 
clearing that piece up. 

9 you discuss this with Mr. Courtney before you submitted these 
replies ? 

r. Krmpatu. I brought it in informally and said “Here is the way 
we propose to answer this question.” 
; - r. Courtney. I think I could refresh your recollection, Mr. Kim- 
all. 

You presented to me these enclosures from which this documenta- 
tion has been made. And on top of it was the letter of your company 
reponcing to the questionnaires which were addressed to the company, 
and you stated that you proposed to answer them in this way and was 
it satisfactory. 

At that time the answer of your company was examined and we 
said you had responded, or I said you had responded to the ques- 
tionnaires of the company. 

Thereupon, you handed in the letter of your company and these 
Sonat documents, which were not examined at that time. Isn’t that 
correct 
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Mr. Harpy. I think it is important to clear it up. 

Mr. Kimpauu. That is correct. 

Mr. Harpy. And I think to make the statement that this was sub. 
mitted informally and approved by the committee 

Mr. Kimpat. It was not approved by the committee at all. 

Mr. Price. He didn’t say it was approved. 

Mr, Kimpaux, I am certain, Mr. Hardy, that the committee could 
not approve it, unless they met in this room. 

Mr. Harpy. But even to infer that it was approved by the staff of 
the committee as a blanket answer 











Mr. Kiupatt. No. 

Mr. Harpy. In my mind is almost contemptuous of this committee, | 

Mr. Kimpatt. It was not approved | 

Mr. Harpy. You put words in the mouths of all of these 26 em. 
ployees, flag officers—if you are submitting words you put in their | 
mouth, it is almost contemptuous. 

Mr. Kimpat. Well, sir, I disagree. 

Mr. Price. Mr. Chairman, I can’t agree with that statement. 

Mr. Krmpatt. I disagree. 

Mr. Price. I think what Mr. Kimball said was that this question 
posed some difficulty because of the nature of the duties that these re- 
tired officers performed. They all had about the same status. He 
made inquiry whether or not this would comply with the committee's 
request. 

I think that is about what you meant to say ? | 

Mr. Kimpatu. We tried to comply to the best of our ability with | 
the committee’s request and do it completely and honestly and to the 
best of our ability, as we have. 

Mr. Hésert. That letter, as Mr. Courtney told you, is from the com- 
pany’s reply, in effect. And the committee had never seen, and cer- 
tainly I had no discussions with you on the subject. 

Mr. Kimpatut. Nobody approved it. 

Mr. Hésert. And I had no discussions with you. 

(Committee asides. ) 

Mr. Hépert. Oh, yes, he said he talked to the chairman. 

Mr. Price. He didn’t say he had approved it. 

Mr. Héserr. No, didn’t approve it, but talked to them. And1I 
have had no discussions. 

Mr. Gavin. May Task a question at this particular point ? 

What was your objective in not permitting the officers or the em- 
ployees to answer in their own way ? 

Mr. Kimpatu. They came in and asked us how to answer the ques- 
tion. 

Mr. Gavin. Why: should they have to ask you how to answer the 
question? Certainly, if they are able men 

Mr. Kimpatu. They had talked to dozens and dozens, literally hun- 
dreds of people, about the different work they were doing. It would, 
be a physical impossibility to remember all the conversations. 

Mr. Gavin. Well, all they had to do is answer to the best of their | 
ability and send it in. 

Mr. Kimpau. They came and asked us for a suggested answer, and 
we gave them one and said to use it “if you want to.” They told usto| 
use it and we put it in there. 
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Mr. Héserr. And all your officers did it ? F 

Mr. Kimpa.t. I don’t know whether they all did it or not. I didn’t 
even check. 

Mr. Héserr. What does the reflection show, Mr. Courtney, of the 
number of retired officers by Aerojet ? 

Mr. Courtney. I haven’t the total here. 

Mr. Harpy. Did anybody—— 

Mr. Courrnry. Mr. Chairman, I would like to make a further 
statement to clarify the record. 

The original communication between the committee and the com- 
pany in this instance requested answers to certain questions which 
were within the competence of the company to answer. They were 
four in number. ; 

The third question requested the name of all retired personnel— 
names of all retired personnel above the rank of lieutenant com- 
mander in the Navy and major in the Air Force and the Army. 

The fourth question asked for similar information with respect— 
rather, identification of former Federal civilian emplo ees. : 

The company was then requested in the interest of time to furnish 
the individual questionnaires to the individuals whom they named. 

In the answer to the committee's questionnaire, these questionnaires 
to the individuals were to be answered by and signed by the individual 
named by the company as its employee. 

And the letter further continued that the committee would accept 
the certification of the individual as to the truth and verity of the 
answers contained in the answers to the individual questionnaire. 

Mr. Hésert. Obviously, the generalization of the answer, and the 
words used—I did not charge ‘fies in my mind—was clearly an un- 
responsive answer to the questions asked of the individual. 

We want to find out what the individuals do. 

And here is the company executive, maybe not yourself but some- 
body in charge suggested, and I underscore the word “suggested”— 
which is an order in military circles, whether they admit it or not— 
that these are the answers to give. And the answers are not respon- 
sive to the questions. And all typed on the same IBM executive- 
type machine. 

Now, how in the world can the committee get to the facts if people 
are suggesting the answer to the questions that we want to know? 
Even to the extent of starting in in long handwriting and then going 
and shifting over to the machine, to type the answer in and to be sure 
there is no mistake in it. 

Mr. Krmpatx. They asked us for what they thought would be a 
responsive answer and we gave it to them as a suggestion. If they 
didn’t want to use it, they are not forced to use it. 

Mr. Héserr. These 27 individuals that came in and asked—were 
they called in and told “I suggest these answers” ? 

Mr. Kimeauy. They came back and said “How do we answer a ques- 
tion like this?” 

Obviously they couldn’t answer it in detail, completely. 

Mr. Héperr. You mean each of the 27 did that? 

Mr. Krupauu. Yes, sir. We talked to all of them individually. I 
didn’t. Some of our people did. 
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Mr. Hépsertr. I know. But in the group—they must have had a 
caucus, or something, to find out how to answer it. 

Was a meeting called of them by the Aerojet people ? 

Mr. Krmpatu. No. 

Mr. Héserr. To discuss this matter with them ? 

Mr. Krupatt. No. 

Mr. He&pert. Then 27 individuals working for your corporation 
couldn’t answer the question and came in to find out how it should 
be answered. And yet out of the thousands of questionnaires that we 
have sent out, this is the only group that has come in this way. They 
stand apart. 

I think the testimony will just have to stand on what has been said, 
and anybody—certainly I can 

Mr. Kimpatu. If you would like to have the questionnaires sent 
back, the people can answer them individually as they care to. 

We put no restriction on anybody answering any questionnaire that 
issenttothem. Neverhave. Never will. 

But I submit, Mr. Chairman 

Mr. Héserr. The same answers will come back, if they don’t know 
how to answer the questions. They will say “We don’t know how to 
answer them.” 

Mr. Kimpaty. A great many come to our plant, literally in the 
thousands, and they can’t remember all the different people they 
talked to and the conversation about it. 

Mr. H&ésertr. We don’t want that information. And you know that 
as well as I do. You know the information we are seeking to inquire 
about. And any intelligent man, certainly a retired officer, knows 
what we are talking about. 

Mr. Kimpauu. They know what they are talking about, but they 
have had literally hundreds and hundreds of conversations with 
people that come to the plant. 

Mr. Hésert. I have—I think the testimony speaks for itself, Mr. 
Kimball. 

Mr. Courtney. Mr. Chairman—— 

Mr. Hésert. Now 

Mr. Courtney. Aerojet 

Mr. Hérertr. Wait a minute. You want to inquire on this subject? 

Mr. Courtney. Mr. Chairman, at this point I would like to insert 
in the record the complete and accurate text of the letter addressed to 
this and other companies. 

Mr. Hésert. Insert it 

Mr. Courtney. I have given the substance of it in language that I 
think is almost identical. 

(The letter above referred to is as follows:) 
SUBCOM MITTEE FOR SPECIAL INVESTIGATIONS, 
ARMED SERVICES COMMITTEE, 
HOvusE OF REPRESENTATIVES, 
June 10, 1959. 

Dear Sirs: This subcommittee, by reason of authority conferred by the House 
of Representatives in House Resolution 19, of the 86th Congress, at the direction 
of the chairman of the Armed Services Committee, has been instructed to in- 
quire into the employment by your company, in any capacity, of retired military 
and naval personnel above the grade of captain in the Air Force and Army, and 


lieutenant in the Navy, as well as former officers and employees of the United 
States who have served in the Department of Defense, the executive depart- 
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ments, the executive offices of the President or the legislative branch, by elec- 
tion, nomination, appointment, or under the civil service system, Retired mili- 
tary or naval personnel are defined as those persons drawing retired military 


x ttached you will find a list of questions (enclosure 1) concerning your de- 
fense contracts, subcontracts, and the names, addresses and relationship with 
your company of the aforesaid persons. 

It would be greatly appreciated if the information requested on enclosure 1 
could be submitted on or before June 25. For your convenience, self-addressed 
franked envelopes are enclosed. 

Additionally, and to save time, the subcommittee would appreciate your sub- 
mitting to the persons named in your response either enclosure 2 for military or 
enclosure 3 for civilian, as their status indicates, with the same request for 
return to the subcommittee. An estimated number of forms and franked 
envelopes are enclosed. More will be forwarded if necessary. 

Unless a subpena is required, none will be issued and the subcommittee will 
accept your certification and those of the individuals on the answers given. 

It would be appreciated if acknowledgment of the receipt of this letter could 
be made on its receipt. 

Respectfully, 
F. Epw. Hésert., Chairman. 

Mr. Hiéserr. Now, does Aerojet belong to the ALA ? 

Mr. Kimpatu. Yes, sir. 

Mr. Héverr. What is its fee paid ? 

Mr. Kimpary, Well, just a minute. I have the figures. The AIA: 
$17,945 a year in 1958, and their fee this year will be $21,110. 

Mr. Hégerr. Now, how about the Air Force Association? You be- 
long to those organizations, also—— 

Mr. Kripa. We belong to the American Ordnance Association, 
the National Security Industrial Association, the Association of the 
U.S. Army, the Navy League, and the Air Force Association. 

Mr. Hézerr. Do you know the activities of the ALA in the lobbying 
field ¢ 

Mr. Kimpauy. Sir? 

Mr. Héserr. Do you know of the activities of the AIA in the lobby- 
ing field ¢ 

Mr. Kimpa. No, I don’t know that they lobby. 

Mr. H&éserr. They testified they lobby. But you don’t know any- 
thing about it. 

Mr. Kimpauu. No, I don’t, sir. 

Mr. Hézerr. You don’t know their activities on the Renegotiation 
Act ? 

Mr. Kimpatu. I don’t know—they worked on renegotiation; yes, sir. 

Mr. Héperr. They lobbied, then. 

Mr. Kimpatt. I guess you can call it lobby; yes, sir. 

Mr. Heperr. They registered as lobbyists. 

Mr. Kimpauy. Well, I may have known that. I have forgotten. 

Mr. Héperr. Did they talk to you about the renegotiation position 
they were going to take ¢ 

Mr. Krmpatu, Not tome. I don’t know whether they talked to Bill 
or not. 

Mr. Héserr. Or to your company ¢ 

Mr. Kimpatu. They probably talked to us, yes. 

Mr. Héperr. And your company was in agreement with the position 
taken by the ATA ¢ 

Mr. Kimpauu. Yes, sir. 
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Mr. Hésertr. Now, you then must know that part of that $17,000 
went into the field of lobbying. 

Mr. Krupaty. Well, I presume it does, yes. 

Mr. Hesert. It would am to be. 

Mr. Krmpati. Not very much. 

Mr. Héserr. It is part of the kitty. 

Mr. Krupatu. From the use that we get out of the Aircraft Indus- 
tries, now the Aerospace Industries Association, lobbying would 
amount to nothing. It is the general work that this association does 
that we think is valuable. 

Now, whether they lobby or not—I didn’t remember that, when I said 
they did not lobby. 

Mr. Hésert. They did lobby. Thirty thousand dollars in legal 
fees alone to lobby the Renegotiation Act. Which was not taxable. 
Being a nonprofit organization, they didn’t have to pay any taxes, 
And your organization and all other members of the organization 
didn’t have to pay any taxes on the moneys expended for lobbying, 
because it was a contribution or a dues or a fee for a nonprofit organi- 
zation which pays no income tax. 

But if you as a company had lobbied that act, you would have been 
compelled to pay the money expended in that field. And also the 
moneys that you pay in as dues or fees, or whatever you want to call 
it, or contributions, is deductible from your cost allowances. 

Now, Mr. Kimball, you served many, many years in the Department 
and was Secretary of the Navy for many years. You were with Gen- 
eral Tire when you came into the governmental field ? 

Mr. Krupa. No, sir. I was in Aerojet, and General Tire. 

Mr. Héserr. Aerojet was then organized ? 

Mr. Krwpaty. And General Tire. 

Mr. Hésert. And General Tire. 

Mr. Kimpatt. I am still an officer and director of the General Tire 
& Rubber Co. 

Mr. Héserr. General Tire & Rubber Co. Were you required to di- 
vest yourself of any stock in General Tire when you took the office! 

Mr. Krupa. No, sir. 

Mr. Héverr. You got by lucky, then. 

Mr. Kravpaty. Well, I had a statement I made to the committee, and 
it was satisfactory tothem, I told them I preferred 

Mr. Héserr. I am not saying that you did anything wrong. I am 
merely saying you got by lucky. 

Mr. Kimpauy. Senator Byrd said I didn’t have enough stock to 
bother anybody, anyhow. [Laughter. ] 

Mr. Hénerr. Now, from your experience, your vast experience in 
the Department as Assistant Secretary of the Navy and Secretary of 
the Navy—of course you returned to the company from which you 
came—do you feel that you could divorce yourself, in the reentrance 
in private industry with your own company, of the knowledge and 
contacts which you have made while Secretary of the Navy, in the 
pursuance of your private business ? 

Mr. Krmpatv. ie couldn't divest yourself of the contacts you 





made. You made lotsof friends when you were there. You made Jots 
of acquaintances. 
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Mr. Gavin. I wonder if the gentleman would talk just a bit louder. 

Mr. Kimpati. What? 

Mr. Gavin. Can’t hear. I wonder if you would talk a bit louder. 

Mr. Kimpatu. Yes, sir. 

Mr. Héserr. Do you find those contacts that you made as Secre- 
tary of the Navy, and the knowledge that you carried, helpful in your 

resent position as president of Aerojet ? 

Mr. Krmpatt. I think it hurts me, sir. 

Mr. Heserr. It hurts you? 

Mr. Kimpatu. Yes. 

Mr. Hersert. Why does it hurt you ? 

Mr. Kimpatt. I think that anybody who thinks that I would go in 
there—if I went in and they thought I used my former position to 
try to get business, they would see that we didn’t get it. 

‘So I solicit no business at all. I stay away from the Pentagon, un- 
less I have something to talk about—and not about contracts. 

Mr. Gavin. At that point 

Mr. Kimpatyi. And I do not go to any of these meetings, unless 
I am invited. 

Mr. Hésert. So, in other words, you don’t know whether it would 
hurt you or not. Because you didn’t attempt it. Your opinion is it 
would have hurt you. 

Mr. Kimpaty. I think it would. 

Mr. Hépserr. That is your opinion. But you don’t know whether 
it would or not, because you haven’t indulged in it. 

Mr. Kimpatu. That is right. And I don’t intend to. 

Mr. Héserr. That is all right. I just wanted to get the record 
straight on that score. You don’t know whether it would hurt or not. 

But don’t you find your former association very valuable in un- 
locking doors in the Pentagon ? 

Mr. Kimpaun. In what way, sir? 

Mr. Heverr. To make appointments and make contacts for your 
representatives to present your case to the Defense Department. 

Mr. Kimpatu. I don’t make any appointments for my representa- 
tives to make contacts. 

Mr. Héserr. You did not ? 

Mr. Kimpauyi. They make their own appointments. 

Mr, Gavin. At that point, may I ask a question ? 

What is the volume of business that Aerojet has on the books at 
the present time ? 

Mr. Kimpaui. We did $216 million last year, and we have—I can 
give you the figures by years, up to the last we have. 

The first year after the war we did about $2 million 

Mr. Gavin. No. I mean now. What backlog have you on the 
books today ? 

Mr. Kimpauu. Backlog? 

(Addressing Mr. Zisch:) You got the backlog figure ? 

Roughly $300 million. I got the exact figures here, exact as you 
can get them. $317 million backlog. 

Mr. Gavin. I don’t think that you have been harmed, because of your 
past position in the Department of the Navy, that the services have been 
prejudiced against you, when you got about $400 million. 
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_ _ Mr, Kimmatt. I didn’t say the services were prejudiced against me 
sir. 
Mr. Héserr. No. He said if he had attempted—— 
Mr. Krmpatt. We have a very 
Mr. Gavin. Well—— 
Mr. Krwpatu. We have a very highly skilled technical organiza. 
tion. 
Mr. Gavin. Well, you intimated that your position, your previous 
position, had been a detriment to you rather than a help. 
Mr. Kimpatu. I didn’t say it was a detriment to me. I don’t ug 
that word. 
Mr. Hésert. He doesn’t use his position, he said. 
Mr. Gavin. Maybe I misunderstood you. 
Mr. Heéserr. He doesn’t use it. 
All right, John. Mr. Courtney, continue with your examination, 
Mr. Courtney. One question further, Mr. Kimball. 
It has come to the attention of the committee an invitation dated, 
July 6, 1959, to attend a party for cocktails and dinner on July 93, 
at 6:30, at the Statler Hotel, in honor of the promotion of Lt. Gen, | 
Bernard S$. Schriever, Commanding General, Air Research and 
Development Command, in which, and I quote: 
This will be a small off-the-record party, and we think General Schriever 
would like to tell you of his plans and some of his problems at the Air Re 
search and Development Command. 








There are three names signed, of which yours is one. 

The other two witnesses have commented. And you have bee 
identified as one of the signators and as the person who made the 
arrangements by your co-hosts. What is your comment? 

si Krmpatu. I have heard of the party, Mr. Courtney. [Laugh-| 
ter. 

I would like to comment on that party. 

The words “off the record” was probably ill-advised. It was in- 
formal. But at regular intervals, the Defense Department calls con- 
tractors in and tell them their problems. At regular intervals, con- 
tractors ask Defense officials to come to their plant and talk about their 
problems. There are many times that we talk jointly about the 
problems of developing new weapons. 

It seems to me that it would be beneficial at some of these gatherings 
that the Members of the Congress should associate themselves with 
the problems. To that end, we have invited a great many Members of 
the Con ress to visit our plant. We have had in some cases joint meet: 
ings with the Congress and the officers of the services. 

think that for the Congress to understand all the problems, that 
they must expose themselves to them more than they do, just in appro- 
priation meetings and meetings in the Congress. 

I think the defense business of this country is so important that not 
only must the people that are building the weapons and ordering the, 
weapons, but the people that are authorizing them—this Congres 
should know more about it. 

And I have no apologies for that party, or any more I may have in 
the future. Which I intend to have. 

Mr. Gavin. Do you think that those problems, and general dis 
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cussion on the problems of the industry, should be confined to just a 
small preferred group of people ? 

Mr. Kimpatu. I do not. 

Mr. Gavin. Then, why didn’t you ask a larger group to participate, 
in all branches and all corporations, to get into the picture? 

Mr. Kimpau. I certainly think they should. 

Mr. Gavin. Then how is it you only have an exclusive group of 
about 10 ? 

Mr. Kimpati. When you are going to have a small informal party 
to discuss a policy that you want to pursue in the future—I don’t think 
we can invite all the Members of the Congress to a small informal 
party, sir. I think if we kept it small—and we tried to get a fair cross 
section 

Mr. Gavin. Well, maybe some of us are a bit sensitive, that you 
would ask our chairman and you didn’t ask the rest of the committee. 

Why, we are all part of the team here, too. And he happened to get 
an invitation. We were just as much interested as he is. 

Mr. Krwpary. Well, Mr. Gavin, the next time we have a party I 
assure you I will invite the whole committee. 

Mr. Gavry. I can assure you right now that I won’t be there. 

Mr. Krupa. I think you should, in the interest-——— 

Mr. Gavin. Well, it may be. If it is a general public meeting, I 
will be glad to participate. But when you get into the exclusive 
groups, you know—preference groups. I just wondered how you hap- 
pened to select this particular group of people. 

Mr. Kimpaty. Well, I assumed your chairman, if he had attended, 
could have informed this group of what had gone on. 

Mr. Gavin. Well, he may. I can’t determine that. He will have 
to answer that for himself. But we didn’t know about it until the 
story broke, that he had even been invited. He said he declined, too, 
at the time. 

But I just wondered how you happened to select this particular 
group. 518 
Name that group, again, will you ? 

Mr. Harpy. They wanted influential members. 

Mr. Gavin. What? 

Mr. Harpy. They wanted influential members. 

Mr. Gavin. Oh. 

Mr. Hérgerr. Now, Mr. Kimball, you think it is a proper thing to 
discuss public business at private parties? 

Mr. Krupatt. Depending on what the private party is. 

Mr. Hésert. Well, at this private party it was all right to discuss 
the public business, then ? 

r. Krai. I think at this private party it is all right to discuss 





it. 
[think it is important that the people in the Government keep them- 
selves informed. To that end, F invited this committee to come out 
and visit our plant. 
Mr. Hésert. That is a different proposition entirely. 


44112—59-——_54 
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This committee has been around to all plants in the country. We b 
visited every aircraft plant in the country and many defense establish. | P'°. 
ments not in aircraft. But we have done that as a group. We have - 
sat down at luncheon tables at the factories, at the contractors’ fag. | 
tories, with them, and discussed these things. It was generally known cont 
we were there. the 

But the thing that concerns the committee is in this particular case, busi 
particularly in the atmosphere in which this committee was meeting, okt 

Now, you say I could have gone there and discussed the matter Mi 
with the committee. The only discussion that I have of anything js |.” 
made right here in this room. ig 

I have no comment to make on any testimony given in this room, | ,: ¢ 
in public, beyond what I say here. Kim 





I am trying to develop this to show you exactly the thinking per. | the P 
haps of some Members of the Congress. Mar ; 
Mr. Kimpauu. I don’t understand the question. Mart 
Mr. Hésert. Well, for instance, I was invited on a particular tele. — 
vision show just last week, or this week, to discuss this committee’; | pe 


business with a representative of an organization which has appeared Th 
before this committee, with a witness who has appeared before this M 

committee, and I declined. I did not think it proper, because this com- Mr 
mittee is sitting. nn 





And I don’t think it proper and in my purview to go out and engage bis 
in public debate with individual witnesses. ar 
Now, perhaps the intent was as innocent as it could be—— Fe 2 
Mr. Krmpauy. Mr. Chairman 0 Mi 


Mr. Héserr. But certainly we are living in an atmosphere of sus- M 
picion. And that is the reason we sit here. Mr 

Mr. Krimpaty. Mr. Chairman, what I planned to discuss at this} _ “ % 
smaller dinner had nothing to do with the work of this committee, | 7°" ” 
It had to do with the work of how we as defense contractors could aay 


better do our job and help the Government do their job better. M 
Mr. Hépserr. You just made the statement that if I had attended Mr 
I would probably have discussed it with the committee. Mr. 


Mr. Kimpay. You would have been perfectly free to. an 
Mr. Héserr. I would have been perfectly free to; yes, but you said 5m 
I probably would have discussed it. oe 





Now, did General Schriever pb 
Mr. Krmpatt. I am sorry, I may have chosen my words poorly. N re 
You would have been free to discuss had you cared to. ‘ ‘w 
Mr. Hésert. Of course, anybody is free. Mr 


Was ‘General Schriever informed that he was to discuss these mat- M 
ters with the Members of Congress invited? Did he know that? Pe ss 
Mr. Krnpat. I talked to him about it and told him I thought it cs at 
would serve a useful purpose to meet informally with Members.of M : 
Congress and members of industry to discuss some of the problems Me 
that he had. He agreed with me. | the 3 
Mr. Héserr. And he agreed to come on that basis? ii ie 
Mr. Kimpaty. Yes, sir; informally—not on classified matters, but We ha 
procedural matters. and a 
Mr. Hésert. Naturally not classified matters. But perhaps in one i ng 


of these little informal conversations, after the 34th martini, you Mr 
would get a little more information, maybe, and discuss matters which publica 
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inning. 

r. Gavin. And at the same time, why should a small group of 
contractors secure the thinking of General Schriever without all of 
the contractural organizations that are competing for Government 
business having the same knowledge that is imparted to this select 

up given to the entire industry, so they all know what General 
eelever is. thinking? 

Mr. Hésert. I think the purposes of the party have been generally 
discussed by the three hosts. 
Incidentally, the invitations were signed not as individuals, Mr. 


Fenn you wouldn’t discuss if it had only been Coca-Cola in the 


Kimball, as you well know. They were not signed as Dan Kimball 


the person, or Frank Pace the person, or Mr, Bergen the person. It 
was signed as the heads of the General Dynamics, Aerojet, and the 
Martin Co. Which made it an official, almost, communication for 
those companies. It was certainly in no sense a private party, when 

z the names were so appended to the 
invitation. 

I have no further questions. Does any other member have? 

Mr. Courtney. No further questions, Mr. Chairman. 

Mr. Norsiap. I would like to ask one question. 

You indicated you felt the party was absolutely all right and you 
plan to give more in the future. Why was it suddenly canceled ? 

Mr. Krupa. Too much publicity about it, which I thought served 
no useful purpose. 

Mr. Norsiap. That is all. 

Mr. Héserr. Anything further, members? 

Mr. Gavin. Yes. I was just wondering: Does the Government—do 
you have any buildings or plants that were constructed by the Gov- 
ernment ¢ 

Mr. Krmpau. Yes, sir. 

Mr. Gavin. What? 

Mr. Krupaui. In work that we do, the Government owns some 

Mr. Gavin. Plants and equipment—say for buildings and plants 
and equipment, approximately how much do they have? 

Mr. Kimpaty. How much plant the Government has and how much 
we have? 

Mr. Gavin. How much the Federal Government has invested in 
Aerojet. 

Mr. Kimpatu. The Federal Government, $70 million. 

Mr. Gavin. $70 million. 

Mr. Kimpauy. Yes, sir. And our investment is $44 million, which 
I would like to say, is all the money that we have made since we have 
been in business, plus our depreciation. 

Mr. Gavin. What? 

Mr. Kimpautt. The amount of money that we have invested is all 
the money that we have made since our corporate existence started, 
plus our depreciation. We have paid our stockholders no dividends. 
We have had to go out on the money market within the last 2 years 
and raise an additional $20 million. This is In a one-purpose business, 
where there is no use for anything else except on this work. 

Mr. Gavin. How about your advertising, Mr. Kimball? What 
publications do you advertise in ? 
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Mr. Krupauu. Well, quite a few. We advertise in some service oy 
ganizations, such as the Navy League magazine, the U.S. Naval hy M. 


stitute, the Army magazine, the Ordnance and Air Force magazine, Chai 
That is not an allowable cost. de 


Mr. Gavin. What is the Air Force magazine—what is the amon 
of that? (T 





Fi i Kiapatt. The amount of it? Five thousand three hundre as fo 
ollars. 
Mr. Gavin. Yes. And how much was it in the Army magazine! 
Mr. Kimpaty. Well, I will read them off here. ‘to: § 
The Ordnance—the American Ordnance Association, $3,200, |  U 
In the U.S. Naval Institute Proceedings, $3,000. | to 
The Army magazine, $3,420. | Subjec 
The Navy League magazine, $3,200. | =e 
Ship Mate, the USNA, is $1,800. | £0 
A total of $19,985. 
Mr. Gavin. Any newspaper advertising ? | an 


Mr. Kimpatt. Sir? 

Mr. Gavin. Any newspaper advertising ? 1 the 

Mr. Kimpatu, Yes, sir. Newspaper advertising—use in advertising 
for personnel. 

Mr. Gavin. I mean outside of personnel. 

Mr. Kimpatu. No. 

Mr. Gavin. On any particular weapons? cor 

Mr. Krmpatu. Yes, sir; we do. This 

Mr. Gavin. Missiles or Ee 

Mr. Kimpaut. Last year we advertised in the Journal of Com} the que 
merce, the New York Times, the Newsweek, Time magazine, US) 20 of t 


News and World Report, Wall Street Journal, and in the Washing — 


ag 








ton Post. oaiias 
Mr. Gavin. What was the advertisement in the Washington Post! shore e: 
Mr. Krimpatu. I don’t know. Enclo 
Mr. Gavin. Well, I know, but what was it about ? of the c 
Mr. Kismat. Eleven hundred dollars. I couldn’t tell you, sir, wha PP th 
it was, as staff 
Mr. Gavin. Can you recall? sponsibl 
Mr. Kimpauu. No; I can’t tell you what it was. It was obviously: ‘mitt 
smallad. It was 2 columns, 4 inches. aes 
Mr. Ziscu. It was during an association meeting. I have forgotte “The ¢ 
what the subject was. continuc 


Mr. Krupa. It was a small ad. What it was for I have no ide | It is 

I will be glad to get you a copy of it. . pl 
Mr. Gavin. Well, itehe wondering whether it was just a genen of this « 
advertisement about the company or whether it was some particuli! the degr 


< ucts, pos 
Ww ) 
weapon that you were—— and/or a 


r. Krwpaty. It probably would be a small ad. Sometimes one@ Qiicitit 
the associations is having a meeting here and advertising that we hat its custo 
an exhibit or something of such kind. | nical con 


Mr. Gavin. I have no further questions. | Telations 

7 + 9 | indicated 
Mr. Héserr. No further questions? uraphs, | 
Mr. Courtney. No further questions, Mr. Chairman. __| ties, oral 
Mr. Hésert. Thank you very much, Mr. Kimball. We apprecitlt personne: 


your presence here this morning. see ae 
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Mr. Courrney. May the answers of the Aerojet-General Corp., Mr. 
Chairman, to the questions of the committee addressed to it, be in- 
cluded in the record at this point ? 

Mr. Hézerr. It will be included. : 

(The answers of Aerojet-General Corp. to the questionnaire are 
as follows :) 

AEROJET-GENERAL CoORP., 


A SUBSIDIARY OF THE GENERAL TIRE & RUBBER Co., 
June 29, 1959. 


To; Subcommittee for Special Investigations, Committee on Armed Services, 


U.S. House of Representatives, 306 Old House Office Building, Washing- 


ton, D.C. 
Subject: Memorandum No, 1, for defense contractors, dated June 18, 1959. 


Enclosure : fo. ; 

(a) Statement of Aerojet policy concerning hiring of retired officers and 
former Government civilian personnel. 

(bo) Organization chart of Aerojet-General Corp. 

(c) List containing names of Aerojet employees authorized to negotiate 
contracts for and on behalf of the company. 

(d) List containing names of Aerojet employees in the customer rela- 
tions department exclusive of pilots. 

(e) Summarized list of Department of Defense contracts. 

(f) List of Aerojet-General Corp. subcontractors having subcontracts with 
a gross value of $1 million or more. 

(g) List of retired military personnel covered by subject questionnaire. 

(h) Former civilian officers and employees of the Federal Government 
covered by memorandum No. 1 of June 18, 1959. 

This letter is in reply to your honorable committee’s request contained in the 
subject memorandum and the therein referenced letter of June 10, 1959. 

It is further written with particular reference to questions 11, 12, and 13 of 
the questionnaire for former Federal civilian personnel and questions 18, 19, and 
20 of the questionnaire for retired military personnel of the rank of major/ 
lieutenant commander and above. 

It is believed that enclosure (a) will best serve as an answer to the questions 
mentioned in the paragraph last above. To the best knowledge of the writer 
there exist no deviations from the policy defined in enclosure (a). 

Enclosure (b) will serve to relate the functions of the various departments 
of the company. 

The Contracts Division of Aerojet-General Corp. has the responsibility for 
the administrative management of all contracts received by Aerojet and acts 
as staff to the company’s executive management in contract matters. It is re- 
sponsible for the conduct of negotiations of contracts including preparation and 
submittal of proposals. It has the responsibility and the authority to initiate 
the performance of work and the suspension of work in order to fulfill the re- 
quirements of the contract. 

The function of the Customer Relations Division of Aerojet is to maintain 
continuous technical liaison between the customer and the company. 

It is to be noted that enclosures (c) and (d) contain some duplication of 
names. For many years past it has been the practice of authorized Government 
personnel, both military and civilian, to schedule inspection tours of the activities 
of thiscompany. The purpose of such visits is, among other things, to ascertain 
the degree of technical competency of the contractor, the superiority of its prod- 
ucts, possible delivery schedule and any other factors in aid of then current 
and/or anticipated needs of the military. Such visits are not the result of prior 
solicitation by the company. Aerojet, on these occasions, endeavors through 
its customer relations personnel, to reflect, with fairness and accuracy, its tech- 
nical competence, reliability, and resources. In performing this service customer 
relations employees make presentations that conform to the areas of interest 
indicated by the authorized personnel. This is effected by means of charts, 
graphs, photographs, physical exhibits of devices and appliances, tours of facili- 
ies, oral representations, and answers to questions put by such authorized 
personnel. 

The number of Government personnel, military and civilian, who have visited 
Aerojet’s Azusa plant for the foregoing purpose in the past 12 months is 3,500 
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and for Sacramento plants the number is 4,900. One hundred visited at Atlantic Solid 
division and 375 at Aerojet-General Nucleonics and 1,140 at our Downey opera. 
tion, a total in excess of 10,000. R 
Aerojet-General Corp. has uncompleted Department of Defense contracts jp J 
the field of rocket engine propulsion systems, rocket systems, antisubmarine L 
warfare weapons, avionics, facilities engineering, chemistry, explosive ordnance, T 
atomic reactor, and space technology research in the total amount of approxi. Vv 
mately $317 million as indicated in enclosure (e). R 
Respectfully submitted. L 
AEROJET-GENERAL Corp., J. 
Dan A. KIMBALL, President, R 
{Enclosure A] L 
AEROJET PoLIcy CONCERNING HIRING OF RETIRED OFFICERS AND FORMER Aeroj 
GOVERNMENT PERSONNEL R 
1. Aerojet hires retired officers if they meet the company’s requirements but . 
only after the officer has announced that he is about to retire. Atlan 
2. Primarily the company hires technical and administrative personnel. J 
3. Such personnel as are hired have duties of a restricted nature and are not D 
authorized to negotiate or enter into contracts or do work of a sales nature. 
4- Aerojet believes this policy provides personnel with the proper background! Down 


enabling the company to avoid delays and excessive costs to the Government. 

5. The rocket and missile industry is young and due to the nature of Aerojet's 
work the most likely source of personnel having a familiarity with and experience | 
in the increasing complexity of modern weapons for the national defense is re. Washi 
tired officers and former Government civilian employees. 


A : , ; R 
( Aerojet-General organization chart is as follows :) G 
[Enclosure C} } 
PERSONNEL OF AEROJET-GENERAL Corp. AUTHORIZED To NEGOTIATE ConTRACTs | The: 
The employees of the Aerojet-General Corp. authorized to negotiate contracts and th 
are as follows: Dayto! 
Azusa: M4 
Dan A. Kimball C. V. DiPol | 
A. H. Rude J. W. Doedli Denve! 
W. E. Zisch A. H. DuBois Edwar 
R. I. McKenzie E. F. Haugen Hunts’ 
W. L. Gore O. J. Ruiz 
W. L. Rogers B. L. Messer Londo! 
J. S. Warfel N. A. Wagner Los Ar 
E. 8. Reichard, Jr. I. F. Thomas : 
B. A. Kvist J. I. Howery C. 
L. B. Bridges J. H. Noble H. 
D. G. Dennis R. G. Palomba New Y 
C. L. Elliott G. E. Rose Ww 
J. C. Eischen G. J. Dunbar J 
J. F. Ferguson J. A. Mazzacano Se 
S. LaFaso W. C. Miller Winter 
R. N. MacCracken G. P. Frate Washi 
D. D. Knowles F. W. Pierce 
A. J. Medved J. W. Roten A. 
S. A. Brown H. N. Purdon US 
D. EB. Bush L. A. Kast W. 
C. J. Campbell A. L. Antonio | 
K. F. Mundt R. 
Liquid rocket plant, Sacramento: Ri 
R. B. Young J. Almasi 
R. Tripp C. G. Odell Le 
J. T. Paul H. E. Pharr 
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Solid rocket plant, Sacramento: 


R. D. Geckler E. W. Laws 

J. B. Cowen J.F. Owens 

L. H. Brown H. B. Wooton 

T. B. Motz O. Burkhardt 

wW. O. Glatz R. 8. Akin 

R. A. Lee D. Tanner 

D. M. Trolio G. L. Ryland 

J. W. Lowery D. A. Fallat 

R. J. Ringhoff J. M. Hlavaty 

L. L. Donoghue L. Gardiner 
Aerojet-General Nucleonics, San Ramon: 

Robert Mainhardt R. H. Snyder 

H. W. Davis C. H. Eyraud 
Atlantic Division, Frederick, Md. : 

J. V. Atanasoff H. P. Feldman 

D. W. Beecher R. G. Gathers 
Downey : 

W. T. Mullane W. L. Grovesnor 

G. G. Whipple J.T. Lynch 
Washington office: 

R. L. Hirsch Dayton office: W. W. Logvin. 

G. G. Loehr 


CUSTOMER RELATIONS DIVISION 
These personnel maintain continuous technical liaison between the customer 
and the company. 


Dayton office : 


W. W. Logvin* 
J.P. Rahif 


Denver office : D. E. Snyder. 
Edwards office: B. B. Belant. 
Huntsville office : W. C. Lacy. 
London office: Sir Alwyn Crow. 


Los Angeles office : 
C. M. Whitley, captain, USMC, retired 
H. Jennings 
New York office : 
W. H. Winnard, Jr. 
J.K. Post 
Winter Park, Fla., office: R. L. Reichard. 
Washington, D.C., office : 


A. W. Vanaman, major general, A. D. Hunter, commodore, USN, 


USAF, retired retired 

W. G. Winslow, captain, USN, G. G. Loehr * 
retired John Convy 

R.W. Hayward, brigadier general, P. A. Stranges 
USMC, retired W.A. Fiala 


Richard Robbins, colonel, USAF, 
retired 

LeRoy Nichols, lieutenant com- 
mander, USN, retired 

F. L. Hayden, brigadier general, 
USA, retired 


1 Footnote on p. 852. 


R. N. Hartman 
E. L. Brown 
G. P. Urias 

C. Mraz 

R. Dahl 

H. F. Osborn 
R. L. Hirsch * 
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Aerojet-General liquid rocket plant, Sacramento: 


A. H. Kelly Jack Kirk 
Harold Rietveld A. B. Longyear 
Aerojet-General solid rocket plant, Sacramento: 

W. M. Frash, colonel, USMC, Russell Kuehl 
retired Yarl G. Bingham 

W. E. Benedict, colonel, USMC, Ancil Hoffman, Jr. 
retired Ernest J. Steinman 

Walter A. Petersen Lyle D. Gutsche 


Aerojet-General Atlantic Division, Frederick, Md.: A. F. Bruns. 
Aerojet-General, Downey : 


J. F. Gibbs J. W. Atha 
Aerojet-General, Azuza : 

BE. R. Adams R. B. Masterson 

J. M. Beauchamp W. J. Merboth 

J.C. Becker B. W. Moore 

C. A. Briggs G. K. Pender 

R. W. Carlson T. J. Pike 

R. D. Foley Jack R. Purcell 

J.D. Gilehrist G. E. Rice 

W. L. Gore’ Harrison Shaler, brigadier general, 

H. K. Ivey USA, retired 

J. W. Jeffryes David C. Sirl 

Bertram Keilin R. L. Spears 

Hewson Lawrence J. F. Weschler 

A. L. Markel W. G. Weigel 


Summary of contracts with the Department of Defense as of June 1, 1959 





























Sales back- | Product back: 
log in Total log in 
thousands thousands 
of dollars | of dollars 
— NS | | 
Product, rocket engine propulsion systems: | 
Air Force: | 
near fo | es Swe 
AF 04(647)-75 (Titan) Lat Ee oe | SET findenmetastnes ecacecs ste 
AF 33(600)-29926 (Titan facilities) _..._._- sevenseannl Dede Acakédeneeann — 
UU hy eee ag Ae BE SR 
ok am ewhuesun , e ) ndodaune 
AF 33(600)-36610 (Minuteman).........-------- cael 68, 600 |.....-....-. BES 
AF 33(600)-37850 (Minuteman). ..--...-------.-.---- | i, Fh Bes enh oancse dst oe? ee 
Douglas purchase orders: 
CS debited | EY tna cineccecties 
OS eS paivate eons | a ee 
Boeing purchase orders: | 
No. 5-0133849-7000 (Bomarc) ...------------- ‘ Bas wins men oe -Feeeseees hs ie 
No. 5-036633-7000 (Bomare) __--- S : =a] 6, 300 sient ive agin eileen ae 
cy eee : | 3, 600 Scomau hele fy? eh See 
eee: Al Torme.....<.........-. ee TRUS | $150, 700 Ldsbads 
Navy: | | 
NOrd (F)-1747 (Polaris facilities). ---.- J vhsiiicaiiaardiea al OL) Serene ——— 
Lockheed purchase orders: | | 
No, 18-612 (Polaris) .......-LeriJAi.... Fee 20,000 |...--~2se-L-- ‘4 a echenee 
No. 18-211 (Polaris) ........... L ¥e- ES : ==| 6,000 j_.....4...90¢8 — 
Oy St | | ee eae a : RARER SAE ee IS 
NSS ES 65 US ee } 10, 800 66 ciel bok «id denonsll 
Ones eee... ...-.-- BUSA. si. ee Tee | 8, 200 |=-----~---~---]4---44-49--000 
= oe ‘ SL La | ene 
TE ION -soncc<nneccen PC oa ee ene we — 108/700 1520.1_.cacue 








1 Maintains continuous technical Maison between the customer and the company and is 
also authorized to negotiate contracts. 
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summary of contracts with the Department of Defense as of June 1, 1959—Con. 














Rocket systems: 


Nav. 


Avionics: 


Chemistry: 

































































Sales back- Product back- 
log in Total log in 
thousands thousands 
of dollars of dollars 
—, rocket engine propulsion systems—Cont. 
Arm 
PD A-04-495-506-ORD-811 ee RSS eee EE to bxchitametibidinatirudueniaaas ~ 
DA-04-200-O R D-796 (Hawk) -..........-.------------- EEE a. ie 
Raytheon purchase orders: 
No. 71-720-H R-4141 (Hawk) -..........--.--------- ——————E—— ae " 
No. 72-2125-H R-1472 (Hawk) --..-_-.-- 2, 800 hibAEe cant wbieaance 
Potal- AMM... i <encecdanbotebieensd $4, 600 | -- 
National Aeronautics and Space Administration: | et intasin’ : 
NASA 5-53 (Jupiter)........-.-.-- cee eg TAO Ne ie tichat A tematic 
Total National Aeronautics and Space Administra- 
EE LM ee . Sn ee REN EN ee 770 “a 
NG. ccm einceceecante ats PI $279, 770 
Air Force: 
AF19(604)-5224 (Aerobee)...._......--..-.------------ OOK 2iu. coicceuansd. cuales. 
AF33(600)-24360 (Aerobee) ...........-...---.--------- re et 4 
Total Air Force.........-. ‘ SAE 
y: 
NOnr-1265(00) (Aerobee) - ...-.......--.-- 5 RS SSE! eee nen om 
See GRMNOTIOND .. - oon cncneresenneasennert RR eee ba 
N Onr-2675(00) (X) (Aerobee) - pea hha ink. 
N Onr-2814(00) (X) (Aerobee) -- eset as 
a ee ee tndungecendebus sat tieiiendes | i ar ae 
Army: DA- 36-039-SC-06467 (Aerobee).........-__- 25 ‘ : ae! 
ND ONE od Di. ides i okinildines bun Gaen Jaca aehaasenel BB hiccst-cibuntt~ 
N.A.S.A.: NASW -36 (Aerobee) 660 er ‘ 
| | a Se eter as 660 
PEN Dd, .dnknbcukcccicecsecesapcotbaadaatios oy ft ee 825 
Anti-submarine warfare weapons: irs 
Navy: NOrd 18326 (Mark 46 torpedo) ...............----. SG ee iiddns tnd beverdlemtacke 
pi, STEREO Ve ae pe eR re a ee Eo RE Eee ,  * re 
Ry ee Pano) eae ee , 25, 040 
rr a eae Seat iene ener een t+... 
Navy (various) -_- bes Ss 230 . 
ENEMIES « wanikwabeacnewenssciacccsmaghbbdbasloWekes 25 
peeremenme lO dei kL ee ‘4, 300 
Facilities—Engineering: see anes a 5 
Air Force (various) 5 noice 
Navy (various) 1, 155 aceit 
Army (various) 2, 600 iets 
NASA (various) 820 “ 
Total product_. 7 4, 580 
Air Force (various) sy Re ee 
Navy (various) 275 ase 
Total product... maT | at 7” 5 
|= —=—=!> —= | =—_ 
Explosive ordnance: | 
Air Force (various) - .- | 250 |_- 
Navy (various) - 100 
Army (various). | 150 | 
Total product. 500 








Summary of contracts with the Department of Defense as of June 1, 1959—Cop, 
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Sales back- Product back. 
log in Total log in 
thousands thousands 
of dollars of dollars 
| 
Atomic reactor: Atomic bnergy Commission: At (10-1)-880 EMP 
ee eee ee teeta $1, 000 | ....----------]--------.200., 





Total, Atomic Energy Commission ----------- , Se AE Ty: 





Total product 


























Space technology research: Air Force (various) - .--..---- m waeeneReT | Y) ers | 
rae cco bans cat iinswneasswecaasiescuasenny 1, 600 
NN ordain cigtoa cweinaunewsowasdbeseenyruscwesatwoees . 317, 000 

SUMMARY 
Agency: Sales backlog 
SENOS 6 ini cac nae pasacenesoccncssenaccuesausiuehs pice openness genni ~ $313, 78 
ah coin annanemninalnnerelkinbecsosaecione Rear 1,000 The 
National Aeronautics and Space Administration__.._-......-.......--.-------------------------- 2) 250 ; 
chairn 
BE oe tedarTRCER Comeau Kattan co seesncedweduncnusddeinacunersées 


{Enclosure F] 


317, 000 Mr 
| al . 


Mr. 


Mr. 
List of subcontractors having subcontracts of a gross value of $1 million or more Mr. Ja 




















matter 
Name and address Gross value Article/service The 
ae saceenine Z ; take th 
Bendix Products Division, Bendix Aviation Corp., 401 Bendix | $1,095, 476.85 | Movable nozzles. 
Dr., South Bend, Ind. ) Mr. 
Bendix Pacific Division, Bendix Aviation Corp., 11600 Sherman 2, 000, 000.00 | M-46 Guidance sys. th 
Way, North Hollywood, Calif. tem. | the rec 
California Aircraft Products, 790 Greenfield Dr., El Cajon, Calif._}| 1, 012, 230.00 | Heads and nozzles, Mr 
California General Inc., 798 ¥ St., Chula Vista, Calif-__--.-- ‘ 2, 005, 324.00 | Nozzle assemblies. =~ ag 
Excelco Development Inc., Mill St., Silver Creek, N.Y_...----_- 1, 553, 473.00 | Chambers. Mr. : 
Kaiser Metal Products, Inc., Bristol, Pa. wean 2, 183, 834. 00 Do. M 
Kelsey Hayes Co., 3600 Military Ave., Detroit, Mich__.._- 1, 015, 483.00 | Nozzle assemblies. Mr, 
Lycoming Division, Avco Manufacturing Corp., Stratford, C onn- 6, 005, 385.00 | Chambers. | Do ) 
Norris-Thermador Corp., 5215 South Boyle St., Los Angeles, Calif_| 1, 374, 102. 00 Do. 
A. O. Smith Corp., 3533 North 27th St., Milwaukee, Wis......-| 1, 110, 829. 00 Do. will gn 
Western Gear Corp., Post Office Box 126, Belmont, Calif-- 1, 267, 809.00 | Nozzle assemblies. . 
Western Gear Corp., 2600 East Imperial Highway, Lynwood, Calif 1, 396, 750.00 | Gear box assemblie | tion WI) 
and spare parts. help yo 
a Mr, . 
Mr. Hésert. Thank you very much. Mr | 


The committee stands recessed until Tuesday morning at 10 o'clock. yy, 
(Whereupon, at 11:51 a.m., the subcommittee adjourned.) Mr. ( 
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| BMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 

= PERSONNEL BY DEFENSE INDUSTRIES 

c 

= | TUESDAY, AUGUST 18, 1959 

~ Hovst or RepresENTATIVES, 

bie CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 

kg Washington, D.C. 

tan | The subcommittee met at 10:08 am., Hon. F. Edward Hébert, 





220 | chairman of the subcommittee, presiding. 


7,0) Mr. Hésert. The committee will be in order. 

Mr. Courtney. 

Mr. Courrney. Mr. Chairman, Mr. Pearson, Drew Pearson, and 
Mr. Jack Anderson, are here this morning to testify concerning certain 
matters relating to the subject of inquiry by the subcommittee. 
> | They are both seated at the table, Mr. Chairman, and prepared to 

take the oath. 
Mr. Héserr. Will you gentlemen rise and identify yourselves for 
| the record ¢ 


nore 


es. Mr. Pearson. I am Drew Pearson. 
S. = 
Mr. ANperson. My name is Jack Anderson. 
y Mr. Hesert. Will you gentlemen take the oath, please. 


Do you and each of you do solemnly swear that the testimony you 
will give before this subcommittee in the matters now under considera- 
mole | tion will be the truth, the whole truth, and nothing but the truth, so 
s.__ help you God ? 
Mr. Anperson. I do. 
Mr. Pearson. I do. 
Mr. Heserr. You may be seated. 
i; Courrney. Mr. Chairman, Mr. Pearson, you have a statement, 
relieve ? 
Mr. Héserr. May the Chair make this statement, Mr. Courtney, Mr. 
Pearson, and Mr. Anderson, before you begin. 
_ The Chair desires to make the statement on behalf of the committee 
in connection with the appearance of you two gentlemen here today. 
This committee has tried zealously and industriously since the be- 
ginning of these hearings to get all the facts before it, on the record. 
We have attempted to ascertain on our own behalf the validity and 
) truthfulness and accuracy of certain statements brought to us by in- 
dividuals. And we have run down every lead we possibly could. 
} In connection with the appearance of you two gentlemen, a book 
which you wrote called USA: Second Class Power? has been 
brought before this committee on several occasions. In one particu- 
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lar instance, of one witness, that was practically the basis of his entir} — A] 
statement, Congressman Santangelo, of New York. ; | Mi 
Also, it is well known, and there is no reason to be rather naive about 
it; that both of you gentlemen have frequently written columns | TEST 
syndicated columns throughout the United States, which covered the 
areas that this committee is investigating. Mr 
The committee is interested in finding out the facts. We want to! say t 
divorce rumor from fact. We want to separate the fiction from fact,| porte 
And we want to draw the line between the accurate and the inaccurate, n 
You gentlemen, in your own prominence and your own name, un-| supp! 
doubtedly wield a great deal of influence publicwise. enter 
The Congressional Press Gallery, I think several years ago, named; Ih 
you, | think, Mr. Pearson, as the most influential individual news. along 
paperman in Washington, at that time. Color 
It is because of this that we asked you to come here today, in order} ences 
to testify and give us the benefit of your knowledge as to what you] mum 
know—not what you have heard, but what you know. | Washi 
This committee is trying and attempting to write a clearcut record lounge 
of facts in this particular field. That record can’t be written by [pn - 
reading books which are not before the committee, by listening to ook a 
radio programs which are not heard by the committee, by looking at) Andy 
television shows which are not brought before the committee, or by) In - 


reading newspaper articles or columns. easies 
The committee can only have the facts from the mouth of the) It s 
witness in the witness chair under oath. what 
You two gentlemen have not been singled out individually, in an) of the 
attempt to pillory you or to discredit you. | the sai 
You have been invited here, and have graciously accepted, to tell) If 
us what you know. the SI 


And on behalf of the committee, if any other article by any other which 
newspaperman, or any radio commentator, or any television commen- orthat 
tator, or any author comes to the attention of this committee, that Mfr. 
individual, like yourself, will be invited to appear before this com+ but nc 
mittee to give us the benefit of their knowledge under oath and to put about 


it in the record. nature 
Now, I think I have made myself clear on behalf of the committe. Mr, 
And I want to reemphasize that. Mr. 
Now, as to your testimony today, the committee is ready and eage’ Mr, 
to hear any information which you have of your own knowledge. The 


I assure you that I shall not press either one of you gentlemen 10 tive, t/ 
reveal sources of information. You can take the newspaperman’ suite, » 
fifth amendment as often as you like, I don’t care. By that I mean beable 
you can refuse to reveal the source of your information. By i 
* However, the committee must insist that the information whic) list he 
you do reveal is information that you have checked out yourself ind. we ase 
vidually or from members of your staff and are responsible for, at liquor 
is not handed down, in the form of conclusions, on the basis of wha} whole 
somebody else told you. Just 

Now, I assume that both of you gentlemen understand those ground secreta 
rules and you will testify within those limitations. And each of you certain 
or both of you have a prepared statement. You may read your state) none of 
ment without interruption from the committee, after which you wil Now 
be subjected to examination. worth « 
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ntir} Allright. Mr. Pearson, you have a statement. 
| Mr.Courrney. You have a statement. 
bout 


imns,| TESTIMONY OF DREW PEARSON AND JACK ANDERSON, REPORTERS 


m3 Mr. Pearson. Mr. Chairman, I appreciate that very much. I might 
nt to} say that we followed the work of this committee and the most im- 
fact,| portant job it is doing. 

‘| ~ And I would like to make a statement first, which I thought might 


ed supplement one phase of your sop a namely that the part that 

| entertainment plays in the influence of defense contracts. 

amei, 1 had noted some of your testimony or some of your investigation 

weg along that line. And also being aware of the statement made by 
- (Colonel Nickerson and the late President Roosevelt and some refer- 

order| ences to the same idea by President Eisenhower, of the so-called 

t you} munitions lobby, and the statement of Colonel Nickerson that— 


Washington’s greatest lobby operates not on Capitol Hill but in the cocktail 

ecord lounges of 16th Street and Connecticut Avenue. 

n by In view of this, Mr. Anderson and I endeavored to find out and 

ng to Jook at the hotel suites of the big defense contractors in Washington. 

ng at And we found it was by no means easy. 

or by In fact, you might almost say that they are as secret as the speak- 
easies of the prohibition era. 

f the) It seemed to me important to find out just where they were and 
what they were, in view of not only your investigation, but in view 

in al, of the fact that the small business firm can’t afford to entertain on 

| the same scale or afford to keep these suites. 

o tell If you call, for instance, we found by experience that if you call 
the Sheraton-Carlton Hotel and ask them for the defense companies 

othe! which have suites there, they will tell you either that this is top secret 

men or that 

, that Mr. Héserr. Mr. Pearson, I don’t want to interrupt your testimony, 

com but now in order that we know what we are talking about, you talk 

0 pul about continuing suites and not suites for conventions and of that 

: nature ? 

tte. =Mr, Pearson. I am talking about year-round suites. 

Mr. Héperr. Year-round suites? 
eage? =Mr. Pearson. That is correct. 
ge. They will be evasive. If you know the name of a particular execu- 
en 0 tive, then you can reach him. Or if you know the number of the 
man’ suite, you can reach him. But if you just ask generally you will not 
meal, beable to locate these suites. 

. By interviewing hotel employees and checking carefully, we have a 
which list here, that I will either submit to you or read to you. And also 
‘ind we ascertained that the entertainment of military officers—the cost of 
r, an liquor and food bills—far exceeds the cost of the suite, which on the 

wh} whole runs between $25 to $125 a day. 

Just this morning, about an hour before I came up here, I had my 
round secretary telephone to each of these suites, just to make absolutely 
f you, certain that there would be no discrepancy. And except in one case, 
state) none of the suites was occupied overnight. 
uwil Now, briefly, the Bethlehem Steel Co., which received $59,800,000 
worth of military business last year, has a rather luxurious 3-bedroom 
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suite at the Sheraton-Carlton Hotel, rooms 712 to 716, with another 
suite across the way, at the Hay-Adams House, rooms 516-518. 

American Telephone & Telegraph Co., which is No, 6 on the list of 
defense contractors, with $792 million worth of business last year, has, 
of course, public offices here, well known—but in addition keeps a 
private suite, A-689, at the Woodner Hotel. Its subsidiary, Chesa- 
peake & Potomac, which is a local company and ordinarily would not 
need a hotel room in Washington, D.C., keeps another—G-100 at the 
Sheraton Park. 

Pan American Airways—the only airline among the 100 top de- 
fense contractors, which as a contract for operating Cape Canaveral, 
leases a permanent penthouse on top of the Statler Hotel. 

The Sheraton Park Hotel seems to have the best suites taken by 
defense contractors. 

Originally, Bell Aircraft occupied G—200, but they have checked out 
quite ena fi I think within the last week, though I am not certain, 

Shell Oil occupies 770-72. It received $78,500,000 worth of mili- 
tary business last year. 


New York Shipbuilding is in E-700. Its parent company, Merritt- } 


Chapman & Scott, did $50 million worth of business last year, 
Firestone Tire & Rubber occupies rooms at 712 to 714. Contracts 
last year, $48 million. 
At the Woodner, Fairchild Engine & Airplane—apparently you 
scared them out, because they occupied, until recently, suite A-1040, 
Food Machinery & Chemical, suite A-80—beg your pardon, A-850, 


It collected $57 million last year in contracts—that is, $57,800,000, ; 


to be exact. 

The Melpar Co., B-412. Its parent company, Westinghouse Air 
Brake, ended the year with $37 million in military procurement. 

At the Hay-Adams, Aerojet, which did $162,400,000, out of General 
Tire & Rubber’s $178 million. It has a suite there, permanently. 

Grumman Aircraft—also in the Hay-Adams. 

And Cities Service, which did $68 million—sold $68 million worth 
of petroleum products to the Armed Forces last year. 

The Shoreham—Standard Oil of New Jersey is in suite 704-D. 

Ford Motor Co., $76 million last year, is in 700-G. 

The Sun Oil Co., who the former Chief of Naval Operations, Adm. 
Louis Denfeld, represents Sun Oil, and has a suite in the Shoreham. 

Also, another at the Sheraton-Carlton, which is room 801—A. 

The Sheraton-Carlton Hotel, in addition to the other companies 
listed, has the United States Steel Co. and Phelps Dodge, who main- 
tain year-round suites on the eighth floor. 

Incidentally, United States Steel had the only executive occupying 
a room last night, according to our telephone check at about 8 o’clock 
this morning. Possibly some of them had gone to breakfast, but 
8 o’clock is fairly early to call. 

Now, in view of your interest in the Martin Co.’s entertainment of 
military officers in the Bahamas, we thought that you might be inter- 
ested in Gardiner’s Island off the coast of Long Island and the fact 
that Sperry-Rand, which received approximately half a billion dol- 
lars worth of military contracts last year—$423,700,000—leases either 


all or part of this island. 
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Gardiner’s Island is not just an ordinary entertainment place. It 
was deeded to Lyon Gardiner in 1639 by Charles the First, and was 
the depository for Captain Kidd’s treasure in the early years. But 
more recently it has been known for its entertainment treasure for 
Sperry-Rand, having the largest stand of virgin forests on the At- 
lantic coast and a hunting ground abundant in deer, wild turkey, and 

heasant. 

: The owner of the island stated that he had leased all of the island 
to Sperry-Rand. Some other sources that I had talked to indicated 
that there were some other private homes on the island. I can’t be 
sure of that. 

But George Starke, who was vice president of Sperry-Rand and 
apparently in charge of hospitality on the island, was queried regard- 
ing entertainment, and he admitted, quite frankly, that military guests 
have been invited there frequently. He used the word “frequently.” 

Then when we asked him to name some of the guests, he was not 

uiteso frank. He declined to name them. I assume, of course, that 
Sperry-Rand would probably keep a guest list, and although we were 
not able to ascertain who was on the list, I am sure that either—your 
committee could do so. 

And it occurred to me also, with a company doing approximately 
half a billion dollars worth of business with the U.S. Gorathund, 
that Internal Revenue might well ascertain what part of this enter- 
tainment program is actually a tax deductible expense. 

I am sure that I don’t need to tell you gentlemen, as Members of 
Congress, that you undoubtedly receive the same complaints that, as a 
newspaperman, I do. Hardly a week passes but some frustrated small 
contractor, businessman, doesn’t come to see me, telling me about the 
runaround he gets from the Pentagon and how it is impossible for 
him to either employ retired officers or maintain luxurious suites for 
entertainment. 

And I submit this to you in the hope and belief that it may help 
to equalize to some extent the disadvantage that a small businessman 
may have in bidding for business before the biggest contractor in the 
world, namely the Pentagon. 

Mr. Chairman, I had a couple of other subjects to go into, but it 
may be that you would like to pause at this point and if you have any 
questions on this particular subject before we go on to something else? 

Mr. Héserr. Mr. Courtney. 

Mr. Courtney. I have no questions at this point, Mr. Chairman. 

Mr. Hépserr. Mr. Hess? 

Mr. Hess. No. 

Mr. Héserr. Mr. Winstead ? 

Mr. Winsteap. No. 

Mr. Hépert. Mr. Gavin? 

Mr. Gavin. No questions. 

Mr. Heserr. Mr. Price? 

Mr. Price. Mr, Pearson, I imagine Sperry-Rand has used this 
Gardiner’s Island setup for the entertainment of higher echelon per- 
sonnel, also, It is not an employee welfare camp or anything of that 
nature, is it ? 

Mr. Pearson. No. I am quite sure in talking to them—we talked 
about retired military officers of the higher echelon, and it was quite 
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clear what they had in mind—or what we had in mind, that it was not 
a welfare camp for juvenile—— 

Mr. Price. I imagine it was probably useful in obtaining bigger 
and better business for the organization, and it was also an asset and 
a handsome tax writeoff for expenses. 

Mr. Pearson. Well, I would be fairly certain of that. 

Mr. Price. That is all I have, Mr. Chairman. 

Mr. Hésert. Mr. Norblad. 

Mr. Norsiap. Do you have any specific knowledge that these suites 
downtown are being used to entertain military personnel ? 

Mr. Pearson. Yes. I thought-—in talking to some of the hotel.em- 
ployees, of the lower echelon, they made it quite clear that there were 
lavish parties there from time to time. 

Mr. Noretap. Involving military personnel ? 

Mr. Pearson. Involving military personnel, specifically. 

Mr. Norsiap. That is all, Mr. Chairman. 

Mr. Heésertr. You say, Mr. Pearson, that you talked to the owner 
of Gardiner’s Island and he told you that the island was leased to 
Sperry-Rand? 

Mr. Pearson. Yes, sir. 

Mr. Heésert. What isthe name of that owner? 

Mr. Pearson. (confers with Mr. Anderson). Richard Lyon 
Gardiner. 

Mr. Heésert. Richard Lyon Gardiner 

Mr. Anverson. Robert. 

Mr. Pearson. I beg your pardon—Robert Lyon Gardiner. 





Mr. Hésert. The officer of Sperry-Rand that you talked to is Mr, | 


George Starke ? 

Mr. Pearson. S-t-a-r-k-e. 

Mr. Hésertr. What position does he hold with Sperry-Rand ? 

Mr. Pearson. He is vice president. 

Mr. Hésert. And you talked to him yourself ? 

Mr. Pearson. Mr. Anderson did. 

Mr. Heésert. Mr. Anderson, you may testify. 

Mr. Anperson. Yes; I talked to George Starke. 

Mr. Héserr. What did you ask him and what did he tell you? 

Mr. Anperson. Well, I questioned him about the lease. He said it 
was a 10-year lease, that they had run—I am not certain of that, but 
I believe 8 of the 10 years and had 2 years to go. 

He said that the island was used to entertain both their own execu- 
tives and military guests, and other guests. 

Mr. Heésert. Did he say military guests, or did you ask him ? 

Mr. Anperson. [asked him. He said “entertain guests.” 

Mr. Héserr. He did not volunteer—excuse me. He did not volun- 
teer “military guests” ? 

Mr. Anverson. Absolutely not. But I asked him whether military 
guests had been included—in fact, told him I knew they had, and 
he admitted that they had. And he admitted, too, that they had been 


there rather frequently. He said that they were more production | 


people than sales people. 


Mr. Héserr. Did he advance that information, or did you ask him | 


that? 
Mr. Anperson. He advanced the latter. 
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Mr. Hésert. He advanced the information they were more produc- 
tion people than sales people ? 

Mr. Anverson. That is what he said. 

Mr. Hésvertr. He said that. He volunteered that ? 

Mr. Anverson. He did. 

Mr. Héserr. What else was the conversation about ? 

Mr. Anverson. I asked him what they did at the island. He men- 
tioned hunting and fishing. 

He said that their employees, some of them, went down there for 
training. The island was used for that as well. 

I think that fairly well covers it. 

Mr. Héserr. Any further questions, members of the committee ? 

Mr. Price. Mr. Chairman, we ought to explore what type of facili- 
ties they have on the island for entertainment purposes. 

Mr. Anperson. Pardon me? 

Mr. Price. What kind of facilities do they have on the island for 
entertainment purposes / 

Mr. Anperson. They have 

Mr. Héserr. Wait. I want to confine it. 

Did you inspect the island, Mr. Anderson ? 

Mr. Anperson. No; but the owner of the island told me a little 
about the facilities they have. 

Mr. Héserr. Allright. What did he tell you? 

Mr. Anperson. He said that they have about 1,000 deer on the 
island. He said that they have more pheasant than any other area 
the same size, and that back on 1 day alone they had shot 4,000 pheas- 
ants in a single day. 

He said that second to pheasants, the island was blessed with wild 
turkey. He said that it had the largest stand of virgin timber on 
the—single stand of virgin timber on the Atlantic coast. And he 
acknowledged that the fishing was good in that area. 

And I got the positive impression from him that this is a hunter’s 
and fisherman's paradise. 

Mr. Price. Did he say that they had any buildings for overnight 
guests ¢ 

Mr. Anperson. Oh, yes. There are buildings for overnight guests. 

Mr. Gardiner, who owns the island, had a home there, and that 
home has been leased. Mr. Gardiner no longer lives there. But his 
home and the surrounding buildings have been leased along with the 
island. 

Mr. Price. That is all. 

Mr, Héserr. No further questions? 

(No response. ) 

Mr. Héserr. All right. 

You may proceed, Mr. Pearson. 

Mr. Pearson. Mr. Chairman, I have noted that retired officers in 
appearing before your committee have repeatedly testified that they 
exerted no influence at the Pentagon. 

I recognize, in view of these denials, the difficulty, the extreme diffi- 
culty of the work of your committee. 

I presume that you are for that reason giving some weight to cir- 
cumstantial evidence. 
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I would like to point to one in my opinion tragic situation which 
contributed to the failure of the United States to launch a satellite 
ahead of the Russian sputnik on October 4, 1957, I think one of the 
most tragic failures in our recent history. 

I am convinced that one representative inside the Pentagon, for- 
merly wearing an Army uniform and long employed by General Elee- 
tric had considerable to do with this defeat. 

The facts are a little complicated, but I am sure you will recognize 
they are extremely important. 

If I may outline them to you briefly ? 

The gentleman I refer to is Dr. Richard Porter, a man of consider- 
able scientific reputation, who had worked in a sort of dual capacity 
for General Electric and at the same time as an adviser to the Defense 
Department, and who persuaded those entrusted with launching the 
first American satellite to switch from a reaction rocket-launching 
engine toa General Electric engine. 

Simultaneously, the work of Dr. Wernher von Braun, the German 
scientist who has been advising the Army ever since the end of the 
war, was sidetracked. 

You may recall, to give a little background here, that back around 
1955 all branches of the military service were working together quite 
harmoniously to launch a satellite during the International Geo- 
physical Year, and there was excellent teamwork. 

The Army was supplying the missile, which was the all-important 
means of breaking through the atmosphere of the earth’s pull of 
gravity to get the satellite beyond that range, which the Russians 
have been so successful in doing. 

The Navy was to supply the instruments for the satellite, and the 
Air Force was to do the logistics. 

But General Electric had manufactured rocket-launching engines 
for the A-1 and the A-2 Army missiles. They were designed by Dr. 
Porter. The Army dropped “He however, in favor of other rocket- 
launching engines designed by the German scientists, which I previ- 
ously referred to. 

This left General Electric with unused and to some extent discarded 
rocket-launching engines. It had invested considerable money in the 
new launching engine and had no place to use it. Quite naturally, Dr. 
Porter felt that he owed it to the company to find new outlets for this 
investment. 

As I say, Dr. Porter is a scientist of great renown and had been 
placed in charge of the Satellite Panel of the National Science Foun- 
dation. He had previously been in charge of the Army’s White 
Sands rocket experiments, in New Mexico, and had worked with the 
German scientists there. 

He had turned over to General Electric the results of this research 
for the Army at White Sands, which was with the permission of the 
Army. 

There was nothing wrong with that. And this was perhaps the 
chief reason General Electric, benefiting from this information, got 
the first contract to build the first ballistic missiles for the Army. 
But when the Army turned away from General Electric’s missiles to 
those designed by the Germans, Dr. Porter got in touch with Milton 
Rosen—R-o-s-e-n—who is in charge of the Navy’s Viking rocket 
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rogram, and talked to him, or sold him on the idea of using the 

iking as a satellite launcher and at the same time using the General 
Electric engine instead of that which already had been in, built for 
the Viking, namely the reaction motor. ! 

And so there developed in the Defense Department two rival satel- 
lite programs. One was the Project Orbiter, which | mentioned 
previously, which the Army, Navy, and the Air Force were already 
working on. 

The other was the Navy’s Viking, which later was called the Van- 
guard. With some changes it was almost the same project, but not 

uite. 

‘ The Viking-Vanguard was the project on which Dr. Porter and Dr. 
Rosen worked. In order to ascertain which of these programs should 
be used, Donald Quarles, then the Research Chief of the Air Force, 
appointed a secret nine-man committee to review proposals from all 
three services. 

And significantly, perhaps strangely, Dr. Porter was made a member 
of this secret committee. Since he was already a member of the IGY, 
the International Geophysical Year—rather, he was Chairman of the 
IGY Satellite Panel, he occupied a position of considerable influence. 

And in the end, the Navy’s Viking project, later, as I said, named 
the Vanguard, using the General Electric motor, was substituted for 
the Army’s Orbiter. 

Well, the rest of the story is, of course, history. 

The Navy Vanguard satellite, after delay after delay and failure 
after failure, was finally sidetracked for the time being, and in des- 
peration the Army’s Orbiter project, renamed the Explorer, was given 
the green light by President Eisenhower, after it had been sidetracked 
and kept in Huntsville, Ala., by—on the direct orders of someone in 
the Pentagon. And on January 31, 1958, the Explorer finally was 
launched and recouped some small part of loss to 7 conten prestige, 
4months after the Russian sputnik. 

Now, you may well inquire as to what direct evidence we have that 
Dr. Porter was influenced by a desire to award to his own company, 
General Electric. 

I can only state that we have talked to Dr. Porter twice. And as 
I said before, circumstantial evidence, with the difficult problem of 
ascertaining these things, has to be weighed for whatever it may be 
worth. 

In the first conversation with Dr. Porter, he was quite evasive. 
When asked about the part that General Electric—when asked about 
the fact that General Electric benefited from the switch of motors, he 
replied, “I don’t know anything about the General Electric contracts.” 

But after a couple of weeks, he was questioned again, and he said: 

I knew the Vanguard would be using General Electric engines when I voted 
for it, but this did not influence my decision. My recommendation was made 
strictly on the basis of technical factors. 

Now, Dr. Porter may be completely honest in believing that alle- 
giance to the company, which had paid him for many years, did not 
influence his judgment, just as the retired officers come before you may 
think they are honest or may be honest in thinking that their contacts 
with the Pentagon don’t influence contracts. 











864 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


But the fact is that the General Electric engine never did function 


properly. The fact was that it was substituted at a time when the | - a 
Army was well ahead on the satellite project. And the further fact is rr 


that it was the Army rocket-launching engine which was relied on in Mr 
the end and did recoup part of our prestige. Mr 
I believe, from examining the situation as carefully asa newspaper-  , * 


man can, and in talking to various experts in the Pentagon and in —_ 
Huntsville, Ala., that this influence was responsible for the worst t S 
scientific defeat suffered by the United States in 175 years. a” 

That concludes what I had to say on this particular subject. AndI jt 


have some others, if you have time. But if you want—you may want Mr 


to ask some questions on this? Mr 
Mr. Héperr. Mr. Courtney / States 
Mr. Courtney. Mr. Pearson, what was Dr. Porter’s official position Mr 


during the time that you have just discussed? Was he an employee of Mr 
the United States? time t 

Mr. Pearson. He was—when he was at the White Sands Proving ithe 
Ground, in New Mexico, he was an employee of the United States; but pr - 
during the rest of the period subsequent to that, he was an adviser, yp 
either working without salary—I am not certain, but I believe he was ,3,, | 
not on salary. edge, 

Mr. Courtney. Then your best information is that he was at one the ti; 
time an employee of the United States. And at some period there ~ yy, 
after did he terminate his employment with the United States? tte 

Mr. Pearson. Well, I am sure he did. Let me add, Mr. Courtney, Burit 
that during—immediately after the war, shortly after V-E Day, Dr. ~ yyy 
Porter went to Germany, as wearing the Army uniform and at Army ,, you 
expense and I believe on a per diem basis with the Army, to interview “jy, 
the various German scientists who had been working on Hitlers yy 
rocket program. a em; 

And from that point on, his connection with the Army, and the yp 
Navy, was very close. It was in and out. He was on constant call., yyy 
It is pretty hard to tell when he was working for the Army and when that { 
for General Electric. broug! 

Now the relations between General Electric and the Defense Depart- — yyy 
ment were close and there was nothing secret about it—and they both yy. 
benefited from the exchange of information. lations 

Mr. Courtney. Well, I was trying to understand. When youcome Mp 
up now to the actions taken by the committee of which you speak, was certaj; 
this a committee in which the members were advisers to the US. Mr 


Government ? that ye 
Mr. Pearson. Yes. The committee was headed by Hugh Stewart— yp. 
Dr. Hugh Stewart—of Cal. Tech. They were acting as scientific ad- gigtioy 
visers on a per diem basis. Mr. 
Mr. Courtney. On a per diem basis? scienti 
Mr. Pearson. Yes. service 


Mr. Courtney..So they were then, at this time during the cours yp. 
of the operations of the committee of which you speak, as far as you’ = Mr. 
inquiry goes, consultants paid by the United States ? Mr. 

Mr. Pearson. That is the best of my information. it is di 

Mr. Courrney. The best of your information. And out of the ree like th 
ommendations of the committee came the selection by someone in tht} Germa 


| 
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1h | Pentagon of the choice of the propulsion unit which finally went into 
the Vanguard— Viking and Vanguard ¢ 
tis Mr, Pearson. That is correct. 
‘ih Mr. Courtney. Is that right? 

Mr. Pearson. Donald Quarles actually made the final decision, but 
eI- he made it on the basis of this committee. 
in “Mr. Héperr. Then the Deputy Secretary of Defense, the late Dep- 
a uty Secretary of Defense made the decision, and part of the informa- 

tion supplied to him at least would be the information developed by 

dI the committee of which you spoke ? 
ant “Mr. Pearson. That is correct. 

Mr. Courtney. And these were the paid consultants of the United 
. | States? 
101 “Mr. Pearson. That is correct. 
eof Mr. Courtney. Do you have any information as to whether at the 
; time they were acting as consultants to the United States the members 
bu of the committee, and in particular, Dr. Porter of whom you spoke, 

u 


was or was not being paid or on the payroll of General Electric Co. ? 
ser, Mr. Pearson. Well, Dr. Porter has been, to the best of my knowl- 
Was edge, on the payroll of General Electric for some 20 or 30 years. 
Mr. Courrnrey. The question would be whether you know that at 
the time he was a member of the committee whose recommendations— 
Mr. Pearson. I do not know for a fact as to whether he may have 
suspended his salary from General Electric at that specific period. 
ney, But it was only a few weeks. 


Dr. — Mr, Courtney. That is, the deliberations of the committee, as far 
rmy as you know, were a matter of weeks ! 

ler’ Mr. Pearson. It was a relatively short time; yes, sir. 

ler’s 


Mr. Courtney. Thereafter, as far as your information goes, he was 
an employee of the General Electric Co. ! 
the ~~ Mr, Pearson. That is correct. 

Mr. Courtney. Now, the trip to Germany of which you speak, was 
that the trip during which a number of German scientists were 
brought over here? 
art: = Mr. Pearson. That 





both = Mr. Courrnry. And ultimately got to some of the military instal- 
lations ? 

ome“ Mr. Pearson. That is the trip, exactly. And I believe—I am quite 

was 


is certain that Dr. Porter was helpful in securing their return. 
US. Mr. Courtney. This, then, is much earlier than any of the events 
that you are talking about here ? 


ut— —_ Mr. Pearson. I only mentioned that to indicate his continuing asso- 
cad ciation with the Armed Forces over a period of many years. 

Mr. Courrnery. But at the time of the trip to Germany, when the 
scientists were recruited, as far as you knew he was in military 
service ? 

ours’ = Mr. Pearson. Well, he was in a military uniform. 


you! = Mr. Courrney. Military uniform. 
_ Mr. Pearson. I do not—there was a fine line of distinction—I mean 
it is difficult to give a fine line of distinction because at that time men 
> re like the former Secretary of the Treasury, George Humphrey, went to 
n the| Germany to study steel production under militery auspices, under 


| 


| 
} 
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General Lucius Clay, and just what their exact status was is difficult 
to say. 

Mr. Courtney. Well, that is, then, as far as you know, the episode 
of going to Germany and recruiting scientists, with reference to the 
status of Dr. Porter? 

Mr. Pearson. That is right. 

Mr. Courrney. And as far as you know, is Dr. Porter now an em. | 
ployee of General Electric Co. ? 

Mr. Pearson. I am quite certain he is. 

Mr. Courtney. That is all. 

Mr. Héserr. Mr. Hess. 

Mr. Hess. Yes. Mr. Pearson, I would like to follow up just a 
moment on this question of this committee of nine. As I understood 
you to say, it was a secret committee ? 

Mr. Pearson. Yes. 

Mr. Hess. Of nine members. Were they all scientists? 

Mr. Pearson. Yes. 

Mr. Hess. Were there any of these German scientists on there? 

Mr. Prarson. To the best of my recollection, they were not. 

Mr. Hess. Was there any representation of the Army on this com- 
mittee ? 

Mr. Pearson. I don’t believe so. | 

Dr. Clifford Furnas, who was then Assistant Secretary of Defense— 
he has now gone back to Buffalo University—was on the committee, 
And he dissented from the findings of the majority of the committee, 
There were a couple of dissents. Dr. Hugh Stewart dissented like-| 
wise. Now, Dr. 

(Mr. Anderson aside to Mr. Pearson.) 

Mr. Pearson. Dr. Homer Stewart. One reason I said this was 4 
secret committee: We talked to Dr. Stewart, the chairman, and he re 
fused absolutely to admit there was a committee. 

But, nevertheless, the committee existed. 

Mr. Hess. How did you determine he dissented? Did he tell you 
that he dissented ? 

Mr. Pearson. Well, from talking to various scientists and officials 
in the Pentagon and from going to Huntsville, Ala., and myself per- 
sonally in talking to various of those in command down there. 

Mr. Hess. Did you talk to all of the members of the committee? 

Mr. Pearson. No. 

Mr. Hess. Do you know what the division was in the committee! 

Mr. Pearson. There were two dissents: Stewart and Furnas. 

Mr. Hess. Two dissents. Seven totwo. And then Mr. Quarles made 
the final decision ? 

Mr. Pearson. That is correct. 

(Confers with Mr. Anderson. ) 

Mr. Hess. I think that is all, Mr. Chairman. 

Mr. Héserr. Mr. Winstead. 

Mr. Wrinsrrap. Mr. Pearson, assuming everything you say is true- 
and I was certainly disturbed about the slowing down of the rocket 
business. But is it necessary to have a type of committee like Dr 
Porter served on ? 

Mr. Héerrr. I don’t think Mr. Pearson can answer. 
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Mr. Wrnsteap. I am just wondering this now. Well, maybe I am 
not in order in asking him here. 

Mr. Héperr. You are asking an opinion that Mr. Pearson is not 
competent to give. 

Mr. Winsreap. I was wondering this, how he would solve this situ- 
ation. I am not taking issue with anything he says. 

Mr. Hésertr. Yes, 1 know. But I am talking about his competence 
to testify. 

Mr. WinstKap. Well, I will pass the question. 

Mr. Pearson. I think the chairman is right. I am not competent 
to testify. 

Mr. Héeert. Mr. Gavin. 

Mr. Gavin. What was the other engine that was in competition with 
the General Electric engine? Can you tell us something about that? 

Mr. Pearson. Well, the original Viking had the reaction. It was 
made by Martin over in Baltimore. It had the reaction engine— 
reaction motor, for which the engine was manufactured. 

But in the end, the engine which was used by the Army on the 
Explorer, previously named the Orbiter, was, I believe (confers with 
Mr. Anderson). It was made by the Army, itself, at Redstone 
Arsenal, in Huntsville, and was entirely separate. 

It was a Government project, rather a U.S. Army project. 

Mr. Gavin. Then this committee, after studying both engines, 
decided in favor of General Electric, is that right? 

Mr. Pearson. They studied 

Mr. Gavin. How extensively did the committee investigate this 
other engine? That is what I want to know. 

Mr. Pearson. Well, actually, Mr. Gavin, it was a decision based 
on the two projects. And although the engine played a very impor- 
tant part, they naturally considered other matters. For instance, the 
Navy argued that their actual satellite, which was the little ball on 
the end of the rocket-launching device, would hold more in the way of 
instruments than the Army’s would. 

In the end, it didn’t turn out that way. But there were other argu- 
ments that came in. 

Of course, the engine was extremely important, but there were other 
points to be considered, too. 

It was the overall—what I am trying to say is that it was the overall 
project. 

Mr. Hess. Will the gentleman yield there? 

Mr. Héperr. Mr. Hess. 

Mr. Hess. Mr. Pearson, I wonder if you are familiar with the fact 
that every GE engine that has been used in the Vanguard has had a 
perfect, launching? 

Mr. Pearson. No, I am not familiar with that. And I don’t believe 
it is true, Mr. Hess. 

Mr. Hess. Well, the information was given to me by the General 
Electric people, and they tell me that every engine that they manu- 
factured that was used in the Vanguard had a perfect launching. 

Mr. Pearson. Well, I am almost certain that that is not true. There 
has been failure after failure. It is a liquid-fueled engine, in which 
they have had leaks and all sorts of trouble. 
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Mr. Hésert. Well, in that connection there—— 

Mr. Hess. Yes. 

Mr. Hépert. I may say, too, Mr. Pearson is giving his statements 
here and the General Electric, of course, will afforded the same | 
opportunity to make its statement in this connection. 

(Mr. Hess nods. ) Tt | 

Mr. Héserr. That goes for all the testimony. Where an individual] | 
is named or a company is named, that company shall have an immedi- 
ate opportunity to take issue or to state its side. 

Mr. Price? 

Mr. Price. Mr. Pearson, in your investigation of the recommenda- 
tions of this so-called Porter committee, was there an indication that 
these recommendations had something to do with the Department of 
Defense rejecting or vetoing the Army’s proposal for an early launch- 
ing of the satellite ? 

Mr. Pearson. Definitely, yes. There was no question about it. 

It has been pretty well publicized, but I might say 

Mr. Price. It was not only publicized, but it is a matter of record 
that the Army did propose the launching of the satellite which would 
put us several months ahead of the sputnik. 

Mr. Pearson. There is no question about it. 

I might say, as I said a minute ago, I went to Huntsville, Ala. Mr. 
Anderson and I interviewed many of these scientists. Dr. John Hagen, 
who is a wonderful man, of the Navy. Wernher von Braun. None of 
them were bickering between each other personally. They wanted to 
get ahead. But the Defense Department sent categoric orders to | 
Huntsville that the six satellites which the Army had on hand, I be- 
lieve it was during the summer—(addressing Mr. Anderson) was it 
1958—no, no. It was during the summer of 1957. 

Mr. Price. Well, I think records of hearings before this very com- 
mittee, that is the full committee, the Armed Services Committee, will 
substantiate the statement you have just made. 

Now, the point I am trying to bring out: Whether or not your find- 
ings and your investigation of the Porter committee had something 
to do with this decision. 

Mr. Pearson. Well, there is no question that it did. (Confers with 
Mr. Anderson. ) 

The only thing I can say, Mr. Price, is that they stopped the 
Orbiter and went ahead with Vanguard, which is 

Mr. Price. Now in your checkup on the Porter committee, were you 
able to find any evidence that this committee had considered the Proj- 
ect World Series, which the Holloman Air Force Base had relayed to 
the Pentagon and which was lost on a desk down there / 

Mr. Pearson. May I ask Mr. Anderson to testify ? 

Mr. Hépert. Mr. Anderson can answer, if he knows. 

Mr. Anverson. My recollection, Mr. Price, if that the committee 
considered a proposal from the Army, Navy, and the Air Force, and 
that the one you mentioned was the Air Force’s proposal. 

Mr. Price. Were you able to tie that down ? 

Mr. Anperson. Yes. 

Mr. Price. To the specific Project World Series ? 
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Mr. Anperson. That is right. I am not positive that it is the same 
project, but the Air Force project—which I believe to be the one that 
ou have named 

Mr. Price. Yes. 

Mr. ANDERSON. Was considered and was recommended as the second 
choice. 

Mr. Price. Which was the proposal that would have put a substan- 
tial satellite in the air months ahead of the sputnik and which would 
have been in the same area as to size as the sputnik ? 

Mr. Anperson. That is correct. That was the one, then, because it 
was a large one. And the committee recommended that as a second 
alternative. But that was rejected by the—— 

Mr. Price. You say this Porter committee did have under con- 
sideration the investigation of the Project World Series proposal ? 

: Mr. Anperson. Yes. That was the Air Force’s, as nearly as I can 

x It. 

Mr. ANDERSON. That was the project which the Air Force recom- 
mended. And one for each service was considered. 

Mr. Price. Both the Army and the Air Force proposal tied the 
launching of our first satellite with the intercontinental ballistic, or 
the intermediate range ballistic missile program. 

Mr. ANDERSON. Correct. 

Mr. Price. And the decision of this committee, that you have been 
talking about, took it away from that idea and put it in the realms of 
anew experimental rocket, the Vanguard. 

Mr. AnDerson. That is right. 

Mr. Price. Isn’t that correct? 

Mr. Anperson. One of the arguments they used was that the Van- 
guard would be a civilian project. 

Mr. Price. That is right. 

Mr. Anperson. I don’t know how they reached that conclusion, be- 
cause it, too, was military. 

Mr. Price. Even though we knew at that time that the Soviet were 
tying their entire International Geophysical Year satellite program 
with their intercontinental ballistic missile program ? 

Mr. Anperson. Correct. We had that information. And asa mat- 
ter of information, Drew published it long before they launched their 
first sputnik. 

Mr. Price. There was a lot to do about the time sputnik was 
launched that we were caught completely by surprise. But that was 
never true, because we knew a year ahead of time just about when 
the Russians were going to launch a satellite. 

Mr, Anperson. Correct. And the very Explorer that we finally 
launched—the very same, identical Explorer—had been ready to 
launch several months before. 

Mr. Gavin. Will the gentleman yield ? ; ni Og 4b) 

Mr. Price. The testimony we have here this morning indicates that 
this Porter committee had quite a lot to do with our defeat in this 
area. Is that the point you are trying to bring out? 

Mr. Pearson. Unquestionably. 

Mr. Gavin. Will the gentleman yield? 

Mr. Winsteap. Will the gentleman yield? 

Mr. Price. Yes. 
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Mr. Gavin. The final determination was made, though, by Seere. 
tary Quarles on the recommendations of the Porter committee, is that 
correct ¢ 

Mr. Pearson. That is correct. 

Mr. Hépert. Mr. Norblad ? 

Mr. Norsiap. No questions. 

Mr. Héperr. Oh, the gentleman yielded and still has the floor, 

Mr. Price. I am finished. 

Mr. Héserr. Mr. Norblad? 

Mr. Norsxap. No. 

Mr. Hésert. Mr. Winstead / 

Mr. Winsreap. I wonder if you have all the names, of the seven 
members—or nine members of this committee ¢ 

Mr. Pearson. I don’t have them at my fingertips, but I can get them 
for you in just a second. 

Mr. Wrwnsteap. I would like to get them. 

Mr. Pearson. Or a few minutes; yes, sir. 

Mr. Héserr. You will supply them to the committee ? 

Mr. Norsxap. I have them right here, in your book. I have your 
book in front of me. The names are all on page 140. 

Mr. Héeert. Read them. 

Mr. Norsiap. Dr. Charles Lauritsen, of Cal Tech; Prof. John Ros- 
ser of Cornell; Gerald Clemence, Naval Observatory; and Adm. Paul 
Smith. Only three voted for the Orbiter: Dr. Stewart, the chairman; 
Dr. Robert McMath, University of Michigan; and Dr. Clifford Fur- 
nas, F-u-r-n-a-s, University of Buffalo. 

Mr. Hésert. Do you have any questions? 

Mr. Norsuap. No. 

Mr. Héperr. Now, Mr. Pearson or Mr. Anderson, this committee is 
interested in the exertion of influence or pressure in connection with 
making these decisions. 

You have testified that this committee on which Dr. Porter served 
ultimately ended up with adopting the General Electric engine. 

Do you have any evidence that it was Dr. Porter’s influence in the 
discussions of that committee which swayed the decision 6 to 3 in favor 
of the General Electric engine? 

Mr. Pearson. The scientists that we talked to were convinced that 
he was responsible, that his prestige and the fact that he had been 
selected by the National Science Foundation to be head of the panel, 
the satellite panel for the International Geophysical Year, swayed the 
committee very materially. 

Mr. Gavin. Where is Dr. Porter now ? 

Mr. Hésert. He is with General Electric. 

In other words, it is a conclusion that you have come to on the basis 
of conversations with individuals, and not members of this particular 
panel? Itis an interpretation on the part of others? 

Mr. Pearson. Some were members. But it is the conclusion of 
people that we talked to from members and others who were inti- 
mately connected with the satellite program. 

Mr. Héeerr. But you do not. have any evidence of exactly what Dr. 
Porter did to influence the selection of the General Electric engine?! 


Mr. Pearson (confers with Mr. Anderson). No direct evidence, | 


other than what he had said, namely that he favored his program 
very strongly, that is, favored the General Electric motor—engine. 
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Mr. H&ésert. No further evidence than that. And the other is based 
upon the discussions with individual scientists and with members of 
this particular panel ¢ 

Mr. Pearson. That is correct. The point is that he was evasive at 
first, but finally said that it was a fact that he knew that the General 
Electric engine was to be used. But he said—he went on to say that 
although he favored it, it did not influence his judgment. 

I pointed out it is pretty hard to ascertain, but the facts speak for 
themselves. 

Mr. Héserr. I wish the chairman of this committee could be as in- 
fluential with the members in making decisions, because he sits as 
chairman. [Laughter. ] 

Now, you have another 

Mr. Pearson. Yes. I don’t know how far I can trespass on the 
time of this committee. If you feel that these things are important, 
I will proceed. 

Mr. Héserr. The committee does feel it is important, otherwise the 
committee wouldn’t have you here. 

Mr. Pearson. I am sure of that. Well, I didn’t mean to say that. 

Well, I followed with great interest your recent investigation of 
General Dynamics and your cross examination of Frank Pace, the 
former Secretary of the Army and the former Director of the Budget. 
And I have noted, as you have, that General Dynamics has forged 
far ahead in its military orders; $1,554,300,000 last year. And the 
fact that it has 54 top officers, who have literally gone out the back 
door of the Pentagon into the front door of General Dynamics. 

One of the most important names at General Dynamics is, of course, 
that of Gen. Joseph T. McNarney, who was president of the Convair 
Division up until last year, when—he still remains a consultant. 

General McNarney, it seems to me significant, went to Convair from 
the Air Materiel Command, which is actually the Air Force’s pur- 
chasing agent, and as commanding general, McNarney was 

Mr. Hesert. I think there, Mr. Pearson—if I may interrupt you 
there? General McNarney was not Chief of Air Materiel Command. 

Mr. Hess. He was an Army officer. 

Mr. Hépert. He was an Army officer. 

Mr. Norsiap. No; he was an Air Force officer. But I think there 
was a lapse of 1 year, when 

Mr. Héserr. I don’t think he commanded the Air Materiel Com- 
mand. 

Mr. Norstap. Yes; he did. It is in his statement. I read his paper 
the other day. 

Mr. Hésert. What? 

Mr. Norsiap. It is in the statement that he had here the other day. 

Mr. Price. General McNarney was an Air Force officer, and was 
in line for a Chief of Staff appointment. 

Mr. Hésert. He was not Chief of Air Materiel Command; no. 

Mr. Price. I don’t think so, either. 

Mr. Norsiap. My recollection is he was, according to the question- 
naire he submitted to the committee. I read it about a week ago. 
Maybe the counsel can state. 

_ Mr. Héperr. We can really check that. It is a detail. But I 
Just—— 
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Mr. Pearson. May I ask Mr. Anderson, who talked to General Me. W 
Narney, to testify at this point ? 


Mr. Anverson. He had at one time been commanding general of anotl 
Air Materiel Command. He told me so. peo 
Mr. Hezert. It must have been quite some time ago. mit 
Mr. Anperson. He told meso. | Ph 
Mr. Pearson. At any rate, in that position he was the chief pur. | wa ‘ 


chaser for the Air Force. In trying to explore General McNarney’s iy 
work for General Dynamics in its relation to the Pentagon, Mr. An- 


derson telephoned him and asked him specifically regarding his in- = 
fluence in selling the Air Force on the Atlas program and certain or 7 
other weapons. R i. 
Mr. Hésert. When did Mr. Anderson telephone? 4 
Mr. Anperson. About 3 or 4 weeks ago. f +t 
Mr. Hésert. Mr. Anderson, you talked to him ? yn 
Mr. Anverson. I talked to him, oh, about 3 weeks ago. em 
Mr. Hésert. You testify on what was said, then. It; 
Mr. Anperson. Well, I asked him spony fan sources i- — yhon 
side the Pentagon Mr. Pearson and I had learned, and that is sources Ne 
whose reliability could not be questioned, that McNarney was re  ginm 
sponsible, primarily, for persuading the Air Force to give the B-58 cost $ 


contract to Convair and this F-102 interceptor contract to Convair, 


and also had been influential in urging them, that is the Air Foree, A 
to support the Atlas missile. Elect 

I asked him about what I had heard, and he denied that he had been Ms 
the salesman for Convair on these three projects. | altho 


I produced an article out of Time magazine dated January 20, 1958, | 


, : vesse 
which was not intended as an exposé, far from it, but was a piece | the b! 
Aes 4 P ; iw ; A @ 
praising Convair and General Dynamics, and mentioned, that is the Th 


magazine mentioned, McNarney and described him as tightlipped, 4, 
which turned out to be a very accurate description, and went on to Boat 


say exactly what I had heard at the Pentagon, that he had been the | ya, 
chief salesman for the F—102, the B—58, and the Atlas. Mare 
I read that quotation to him. And again he said the quotation was Ingal 
wrong and denied that he had been a Convair salesman. Beyond that, yey. 
he said very little. WI 
Mr. Hézert. So he made—so in effect, he made a blanket denial ? such 
Mr. Anperson. That is correct. the R 
Mr. Héserr. Continue, Mr. Pearson. Marg 


Mr. Norstap. Might I interrupt for a minute? I have General | 9¢ the 
MeNarney’s statement in front of me. He was commanding general, Senay 
Air Materiel Command, from 1947 to 1949. He was Chairman of the | jy ¢h; 
Defense Management Committee, from 1949 to 1952, and retired in | the q 


1952. view 
Mr. Hépserr. At which time he went with Convair? also t 
Mr. Norsiap. That is right. as she 
Mr. Pearson. Mr. Chairman. try, v 
Mr. He&perr. Yes. ress, 


Mr. Pearson. My only point is that 1—it occurred to me that our! Amer 
sources in the Pentagon, which, unfortunately, we can’t name, and are party 
reliable, are so emphatic that he was the salesman for General Dy- Gove; 
namics on these projects that it occurred to me that the committee! Az 
might wish to dig into it further. | ator 1 
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e are just giving you the benefit of what little we know. On 
ee important pont pevealiiing to General Dynamics, I had talked 
tosome Senators who are members of the Senate Armed Services Com- 
mittee regarding the fact that important submarine contracts have 

ne to the Electric Boat Division of General Dynamics and at a 

igher cost than it would cost to construct them in Government ship- 
yards at Portsmouth, N.H., and at Mare Island, Calif. 

And as a side issue, on how difficult it is sometimes to get official 
information from the Pentagon, we asked the Navy Department re- 
garding the cost of submarines, and received word, through their 
oficial channels, that the cost was the same whether built by Electric 
Boat or any private yard and a Government yard. 

However, I pursued this further with a Senator who was a member 
of the Senate Armed Services Committee and received the official 
statement that the Navy Department supplied to this Senator, which 
shows just the opposite. 

It shows that the nuclear-powered submarines of the SSN 578 class 
when built by Electric Boat, vessel No. 578, cost $50,800,000. 

Next vessel, 579, built by the Portsmouth Naval Shipyard, a Gov- 
ernment yard, cost $38,300,000. At Mare Island, the next vessel, 583, 
cost $39,400,000. West coast companies are a little higher. 

Portsmouth then built the next vessel, 584, for $36,700,000. 

When it comes to the Skipjack, a nuclear-powered submarine, 
Electric Boat, Vessel No. 584, built it for $56 million. 

Mare Island Shipyard, a Government yard, for $43,700,000. And 
although—in fairness, it should be noted that the cost of the first 
vessel is usually higher because of the cost of the experimentation, 
the blueprints, et cetera, and so on. 

Therefore, it is understandable that the first Electric Boat vessel, 
the Skipjack, should be higher. Nevertheless, the second Electric 
Boat, Skipjack, after all this preliminary work was taken care of, 
was built for $57 million, which is ahead, $4 million ahead of the 
Mare Island cost. And so on. And is also ahead of figures by the 
Ingalls Shipbuilding Co., which is a private yard, and by Newport 
News. 

When you consider the fact that some rather important Senators, 
such as Bridges of New Hampshire, who is the ranking member on 
the Republican side of the de ea, = pte Committee, and Senator 
Margaret Chase Smith of Maine—both were anxious to get contracts 
at the Portsmouth-Kittery Point Yard, and the fact that the former 
Senator from California, Mr. Knowland, who is not without influence 
in this administration, was not opposed to contracts at Mare Island, 
the question is why was Electric Boat so favored? Particularly in 
view of the budget-balancing slogan of this administration? And 
also the fact that Electric Boat has had a rather unfortunate record, 
as shown by the Senate committee investigating the munitions indus- 
try, volume 1, pages 16, 17, 228, 229, and thereafter, of the 78d Con- 

ress, Electric Boat was shown to have released the secrets of the 
merican submarine, secrets which were supplied by the Navy De- 
partment, to the Krupp Munitions Works in behalf of the German 
Government in 1913—1 year before the start of World War I. 
As I say, despite this background and despite the position of Sen- 


ator Bridges, Electric Boat is still favored. Now, I would like to 
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cite—we looked up the records of the retired admirals who are work. 
ing for Electric Boat. I don’t know whether your committee has had 
a chance to look them up or not. If you have, please stop me. 
But to me, the list was rather significant and imposing. There j 
first of all, Adm. Harold F. Stout, a logistics officer who had worked 








18, | 


with the industrial plans in the Office of Navy Material, now with | 


Electric Boat. 


Adm. James Robert Pahl—P-a-h-l. He went to Electric Boat from | 


the Joint Technical Planning Committee, whose planning was of 
great interest to General Dynamics. 

Adm. Willis Ashford Lent—L-e-n-t, a submarine oflicer assigned to 
the Mare Island Navy Yard before he went with Electric Boat, where 
he now competes with Mare Island. 

Adm. Thomas Burton Klakring—K-l-a-k-r-i-n-g, also a submarine 
officer, who had two submarines fitted out by Electric Boat during the 
war and ended up after the war as commander of the submarine 
school near New London, and after retiring he merely moved over, 
a few miles away, to become general manager of Electric Boat, which 
is located in the same area. 

Adm. Lawrence Baxter Richardson—(addressing stenographer) 
these are all in the statement—who was a west coast procurement of- 





ficer and then became Assistant Chief of the Bureau of Aeronautics, ' 


being in charge of procurement for naval aviation, until his retire 
ment. Then he went with Electric Boat. 

Adm. Cameron Briggs, also employed in the Bureau of <Aero- 
nautics, who ended up with General Dynamics. And Adm. Dennis 
Joseph Sullivan, who went from the Joint Research and Development 


Board in the Pentagon to General Dynamics one month after his r- 


tirement in 1956. 

Finally, Adm. Walter Vieveg—V-i-e-v-e-g, who went to Electric 
Boat after commanding two of the Navy’s ordnance stations. 

That is part of the rollcall which I think is very significant, in 
view of the contracts which have gone to Electric Boat and the manner 
in which General Dynamics has increased its defense contracts by a 
very substantial margin. 

Mr. Hésert. Mr. Pearson, did I understand you to say that Senator 
Margaret Chase Smith and Senator Bridges and former Senator 
Knowland objected to the Electric. Boat contract ? 

Mr. Pearson. The latter—the first two made speeches, have made) 
some public speeches or statements to that effect. 

Mr. Hésert. And Senator Smith? 

Mr. Pearson. I think I would be wrong in stating that they ob 
jected per se to the Electric Boat contract. But they made the point 
that the Portsmouth Navy Yard should receive these contracts. I) 
don’t know that they singled out Electric Boat as against Ingalls or' 
Newport News. 

Mr. Hésert. In any event, what they advocated was turned down, 
or did they not get what they advocated ? 

Mr. Pearson. Those two navy yards did get subsequent contracts 
to some extent, but at a—which showed that they were able to do the 
job at a lower cost. 

Mr. Hésert. Any questions on this subject? 

Mr. Hess. I would like to ask a question or two with reference to 
the submarine program. 
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Of course, as I understand, Electric Boat built the Nautilus, 
which was the first atomic submarine. 

Mr. Pearson. They did; but of course they did so with the planning 
of Admiral Rickover, 

Mr. Hess. Oh, yes; that is correct. 

Mr. Pearson. And it was 

Mr. Hess. We will grant that. 

But they did a lot of research work on their own up there. I hap- 
pen to know, because I went up through the plant and saw the Vautilus 
in construction up there. ‘They also had mockups of future sub- 
marines that were to be built. They were working on that. 

Now, of course, I presume all of those costs would be passed on to the 
Government, naturally, because they were working on research and 
development, together with Admiral Rickover. Because Admiral 
Rickover was up there when I was there, and he took me through 
and showed me the work that was going on. So I wonder if that 
didn’t make the difference in cost of some of those boats, as against 
the boats from Mare Island and Portsmouth ? 

Mr. Pearson. Well, as I noted, you do have to make an allowance 
for that. But when you come down to the second vessel of the Skip- 
jack class, which is No, 589, built by Electric Boat, it is $47 million, 
as compared with the vessel—I beg your pardon. This was the third 
of the Skipjack class to be built by Electric Boat. The second was 
built by Mare Island, at $43,700,000. 

Mr. Hess. As against—what was the other cost ? 

Mr. Pearson. $47 million. 

Mr. Hess. Forty-seven, as against forty-three ¢ 

Mr. Pearson. Yes. 

Mr. Hess. You don’t know whether they were identical ships? 

Mr. Pearson. Yes; they are. 

Mr. Hess. Identical boats? 

Mr. Pearson. Yes, sir. 

Mr. Hess. Of course, I don’t have any manner of knowing whether 
or not all costs were taken into consideration at a Government yard. 
I don’t think they are. We don’t have to pay insurance, we don’t have 
to pay real estate taxes, and things of that nature, at a Government 
yard. 

Mr. Pearson. That is one reason for having a Government yard. 

Mr. Hess. Pardon me? 

Mr. Pearson. That is one reason for having the Government work, 
tosave the taxpayers’ money. 

Mr. Hess. The reason we have a Government yard is to experiment. 
But we are not saving money, asa matter of fact. 

Mr. Pearson. We have the Government yard—we have had these 
two Government yards for years, and we might as well use them. That 
is the argument made by your colleagues in the Senate. 

Mr. Heénertr. Any further questions on this subject by members of 
thecommittee ? 

Mr. Courtney. I have one question, Mr. Pearson. 

So we will be clear, in the third comparison you made, or the com- 
parison you made on the third ship, the 43 versus 47. The $43 million 
oP was actually completed, was it not, or was that a bid, if you 
now ¢ 
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Mr. Pearson. Mr. Courtney, I can’t be—I think it was completed. 

Mr. Anperson. Which one? 

Mr. Pearson. Mare Island. 

(Messrs. Pearson and Anderson confer.) 

Mr. Pearson. Ithinkso. I can’t be absolutely certain. 

Mr. Price. Mr. Chairman. 

Mr. He&serr. Mr. Price. 
Mr. Price. I think we ought to be fair with General Dynamics, with 
respect to your reference to the fact that back in 1913 this Electric | 
Boat Co. may have submitted some information to the Krupp people | 
on submarines while in dev elopment. Because General Dynan | 
didn’t take over ownership of Electric Boat until the last several years, 
Mr. Pearson. That is correct. And I think that should be noted. 
Mr. Héserr. Now, Mr. Pearson, you mentioned Mr. Pace, who was 
the former Director of the Bureau of the Budget and former Secretary 
of the Army, and now president of General Dynamics, which is jn 

reality a defense empire. 

Do you have any knowledge or any evidence of any attempt to in- 
fluence on his part, in assigning these contracts ? 

Mr. Pearson. I have no personal knowledge of Mr. Pace’s influence, 
I know Mr. Pace. I considered him a very able and efficient Director 
of the Bureau of the Budget and Secretary of the Army. He is also 

a very personable and persuasive gentleman. He is a good salesman, 
as well as being able. But I have no personal knowle ge. 

Mr. Héserr. I think, just as an aside there, Mr. Pace, in settin r | 
the same seat that you are sitting in now, testified that if he ha 
been the Bureau of the Budget Director and the Secretar vy of the Avie 
he wouldn’t have had his present job. 

Mr. Pearson. I remember that, yes. 

Mr. Hégserr. So—that is in Mr. Pace’s testimony. 

Now, in connection with these admirals, the retired admirals that 
you have named, do you know whether they were in Procurement, or 
Research and Development 

I will say this to you, that our records do reflect what they do now, 
their questionnaires. We have their names and their questionnaires 
and their salaries and so on and so forth. | 

But the question I direct to you: Do you know of any of these | 
individuals who exercised any influence, or attempted to influence 
decisions in connection with the Electric Boat Co. ? 

Mr. Pearson. I do not of my own knowledge. 

Mr. Hésert . The next subject. 

Mr. Pearson. I have one concluding point I would like to go into, 
Mr. Chairman. 

Mr. Anderson and I were very much interested in the testimony of 
Dan Kimball, the former Secretary of the Navy, the statement that | 
he did not have to get rid of his stock in General Tire & Rubber 
because, and I quote, “It didn’t amount to much money—it didn’t 
amount to much anyway.” 

I am not a lawyer, but I have studied the conflict-of-interest 
statutes, and I made a special study before I came up here. And I can 
see nothing in the conflict-of-interest statutes which defines the amount 
of money ‘it is necessary for a Government official to receive or the | 
amount of stock he shall own before he is in violation of the statutes. 
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And as far as I can tell—I had my attorney look it up yesterday— 
he could be in violation if he only received or held $10 worth of stock. 

However, the records show that in March of 1949, Dan Kimball, 
when he became Assistant Secretary of the Navy for Air, which of 
course put him in charge of naval aviation and missiles, at that time 
he had 200 shares of common stock in General Tire. He had acquired 
those in 1946. And at that time he was executive vice president of 
Aerojet and had been since 1942. 

Now, at the time he retired as Secretary of the Navy, on January 
21, 1953, he owned 400 shares of General Tire common stock. In other 
words, he had doubled his holdings. 

The common stock of Goseaiition has a par value of $8314. Unless 
my arithmetic is wrong, the original 200 shares would be worth ap- 
proximately $17,000. 

It will be recalled that former Secretary of Defense, Mr. Charles 
Wilson, was required to sell all of his General Motors stock because he 
was in a position where he was procuring materiel from General 
Motors. And Mr. Kimball was obviously in exactly the same position. 

However, and this of course may explain—some of these facts may 
explain—why Mr. Kimball was so careful in coaching some of those 
who answered their questionnaires to you regarding any possible 
influence. 

But Mr. Anderson, who has a subject pertaining to Mr. Kimball that 
I think is very important—I would like to have him, if I may, testify 
further on this general subject. 

Mr. Heésert. All right. 

Before Mr. Anderson, I think, further, the record, Mr. Pearson, will 
show that Mr. Kimball, in testifying before this subcommittee last 
week, when asked the question by me as to the disposal of his stock, 
or nondisposal of his stock, in General Tire, said that he had submitted 
a complete statement to the Senate committee before his confirma- 
tion. In other words, he said he told the Senate committee before 
he was confirmed as Secretary of the Navy of these holdings, and they 
did not direct him—they obviously did not direct him to divest himself 
of these securities, or these stocks. 

Mr. Pearson. Perhaps they were a little bit more—a little more cir- 
cumspect in latter years. I don’t know that they were. 

But you may recall that Senator Byrd—I think it was Senator 
Byrd who warned Mr. Wilson that he must divest himself. And he 
submitted a list to the Senate Armed Services Committee, and was 
ordered to divest, or advised to divest. 

Mr. Hésert. I don’t offer any comment on it. I merely cite the 
record, of what was said. 

Mr, Anderson 

Mr. Price. I think Mr. Kimball also said it was Mr. Byrd, I 
thought, that told him that he had so little involved it wasn’t neces- 
sary for him to do anything. 

Mr. Héserr. I know he definitely said he submitted it to the Sen- 
ate committee. 

Mr. Pearson. I imagine—certainly for the average newspaperman, 
and perhaps to the average Congressman—$17,000 in stock is not hay. 

Mr. Héperr. I know it is not hay for a Member of Congress. I 
don’t know about a newspaperman of your reputation. 
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Mr. Pearson. I can testify, it aint hay, either. | Laughter. | 

Mr. Héserr. Mr. Anderson. 

Mr. Anperson. First, let me offer this brief background to introduce 
my testimony on Aerojet. 

The development of our first true push-button missile was made 
possible by the Thiokol Chemical Co., which invented the technique 
of mixing solid propellants with an el: astic substance. 

Now, you gentlemen know, but perhaps the public doesn’t, that the 
result was an even- burning chemical compound with the consistency 
of rubber, which is easier, simpler, and faster to handle than liquid 
fuels, 

Like the lead in an Eversharp pencil, the solid charge can be packed 
into the missile so it will be ever ready to fire. This does away 
with the long, laborious count down, which makes liquid fuel missiles | 
so cumbersome. 

Now, the first in this new line of missiles had been the Navy's 1,200- 
mile Polaris, designed to be fired under water from atomic submarines, 

For such a vital weapon, the Navy certainly should have sought the 
contractor that could produce the most reliable engine in the shortest 
possible time. 

Our sources in the Pentagon naturally expected the contract to go | 
to Thiokol. 
This company not only had achieved the breakthrough in solid fuel, 

but it had the most experience with solid-powered engines. 

Its chief competitor for the contract was Aerojet Corp., which had | 
little background in this field beyond building jato boosters to give 
planes jet-assisted takeolfs. Aerojet had built one other solid-charge 
rocket called the Spero. This is about the size of a super Fourth 
of July rocket, and not much more useful. Certainly it was a long 
way from having the power to propel a giant Polaris missile. 

But what Aerojet lacked in experience, it made up in influence. Its 
president, as you know, is Dan Kimball, who has already testified 
before your committee. He ought to know his way around the Navy, 
since he used to be its Secretary. 

He had an interest in Aerojet before he ever left the Pentagon, as | 
Mr. Pearson has already testified. 

His interest in the company was known to subordinates, who com: | 
plained to me about it as far back as 1950 or 1951. 

When Mr. Kimball departed as Secretary of the Navy in 1953, he | 
didn’t leave unaccompanied. He brought with him to General Tir 
and Aerojet General his Naval Research Chief, Rear Adm. Calvin 
Bolster. 

I had occasion to check the admiral’s record at the Pentagon and 
discovered he was awarded the Legion of Merit upon his retirement in | 
1953. The reason for the award, according to the citation, was his 
missile work. 

Let me quote to you the key passage: 

In reviewing the Navy’s air-to-air guided missile program, Rear Admiral 
Bolster supervised the compilation of a detailed report which resulted in a 
greatly improved program, reduced expenditure, and a request that the Office 
of Naval Research conduct a complete study of the future employment of guided 





missiles in Fleet air defense. \ 
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In other words, Admiral Bolster helped plan the Navy’s missile 

rogram, Which Aerojet is now helping to implement. 

When I asked him about this, he was just as evasive as he had been 
in answering the committee’s questionnaire. He insisted he was a 
technical guy who had nothing to do with sales. He had worked 
with “all kinds of people” in the Navy, he said, possibly including 
(jeneral Tire representatives. 

Another admiral, whom Kimball brought into Aerojet from Naval 
Research, is Rear Adm. Robert Hatcher. As Assistant Research 
Chief for the Bureau of Aeronautics, he worked on projects that at 
least indirectly affected Aerojet. He, too, insisted to me that he did 
no favors for Aerojet while he was in the Navy. He still sees former 
associates in the Pentagon, he said, but steers clear of contract nego- 
tiations. 

Incidentally, Aerojet didn’t exactly neglect the Air Force. Maj. 
Gen. Arthur Vannaman came to the company from the Sacramento 
air materiel area, which he had commanded, next door to Aerojet’s 
main plant. 

He is another key procurement oflicer who went to work for one of 
the companies with which his office was dealing. He had no direct 
dealings with General Tire or Aerojet General as long as he remained 
inthe Air Force, so he told me. 

But when I asked him whether he now handles Government con- 
tracts, he blurted: “Sorry, I have to catch a plane,” and hung up the 
phone. 

Now, all this makes a formidable lineup when it comes to getting 
military contracts, particularly from the Navy. 

Thiokol quickly discovered this during the negotiations for the 
Polaris contract. Out of the negotiations emerged—not Thiokol, the 
pioneer in solid propellants, but Aerojet. 

I interviewed several Thiokol executives to find out why their com- 
pany lost the contract. They were loath to talk about it. In fact, 
they urged me, please, not to give the impression they were com- 
plaining. Obviously, they didn’t want to jeopardize future contracts, 
by crying over spilled missile fuel. 

It was clear to me from those discussions, however, that they be- 
lieved they lost the contract because of superior wire pulling by Dan 
Kimball. 

After losing the contract, Thiokol was subjected to the ultimate 
irony. The Navy wanted to start preliminary tests on the Polaris 
missile and needed six solid-fuel engines. But Aerojet was still 
struggling to develop its first solid-propelled engine. So the Navy 
went begging to the company which it had turned down, but which 
had solid-fuel engines ready. This company, of course, was Thiokol. 

So it appears beyond a doubt that the company, namely Thiokol, 
would have received the contract had it not been for Mr. Kimball's 
influence, 

But of more concern to the Nation: Has this contract juggling de- 
layed the vital and necessary Polaris program ! 

I went to Cape Canaveral for the answer. I regret to report that 
the Polaris tests have been plagued with engine failures. Some 
failures are to be expected, but the Polaris has dropped farther be- 
hind schedule than any other priority missile. 
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The first four tests were complete failures. The fifth was an- 
nounced as “successful,” but this was stretching the truth by 400 
miles. It was sup sosed to go 750 miles, but plunged into the Atlan- 
tic after soaring a 350 miles. 

The Navy has urgently stepped up the test program for the next 
12 months, | so the first Polaris submarines won't have to lay around 
without any missiles. 

The Navy hopes to attempt a shipboard launching from a surface 
ship early next year. If this succeeds, the Navy will try firing the 
missile from submerged submarines. 

But even if the program suddenly picks up, we won't be able to 
launch underwater missiles until late 1960. In contrast, we have 
taken actual photographs of Soviet submarines equipped with vertical 
launching tubes. This is pictorial proof that the Russians can launch 
missiles from underwater hiding places. 

Only this morning, on the front page of the Washington Post, was 

‘arried an interview by Admiral Arleigh Burke, the Chief of Naval 
Operations, declaring flatly that the Russians were ahead of us in de- 
veloping underwater ~ ballistic missiles. 

This is what happens when Pentagon politics is given priority over 
patriotism. 

Thank you. 

Mr. Hepverr. Mr. Anderson, you mentioned the influence of Mr, 
Kimball. Mr. Kimball testified under oath that he never went near 
the Pentagon since he was Secretary of the Navy, or attempted in any 
way to influence any contracts. 


Do you have any evidence, other than your conclusions, as you have 


read them, that he did exert influence / 

Mr. Anperson. You have evidence of that. He tried to order—he 
tried to hold a cocktail party, inviting military people there. He sent 
invitations to a number of military people. ‘The cocktail party was 
to be in honor of General Schriever, who certainly plays an important 
part in missiles contracts. 

Mr. Hésert. Now, on that party, he testified that General Schriever 

was the guest of honor, and the only invited guests were eight Mem- 
bers of Congress. There was no military man on that invitation list, 
except General Schriever. 

Mr. AnpeRson. Well, I talked to a general who expected to go, and 
it wasn’t General Schriever. 

Mr. Hesert. He wasn’t on the list of invitees, given to this com- 
mittee. 

Mr. Anperson. Well, I don’t know whether he deceived you or 
whether the general intended to crash the party. 

Mr. Héperr. Of course—I am asking you these questions, I again 
say, to get the facts, as we know them. 

‘Do you have any evidence that Mr. Kimball or anybody with Aero- 
jet did attempt to exert influence in this particular area which you 
have described, except conclusions by association / 





Mr. Anperson. I have only the word of sources whom I consider | 


to be reliable. 
Mr. Hepert. And, of course, you won't reveal them / 
Mr. Anperson. No, I can’t. 
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Mr. Héserr. I told you I wouldn’t press you, in the beginning. In 
these things, the only way we can develop is what is here. 

Now, Admiral Bolster 

Mr. Anperson. May I add this? There is this contributing evi- 
dence of his interest in Aerojet. 

Back at the time that these people first came to me, some of the 
reliable sources that I have described to you—and this was back at 
the time when Kimball was Secretary of the Navy. These people 
came to me and said they knew of his influence, that is, of his interest 
in Aerojet, and claimed that he used his influence in Aerojet’s behalf. 

We wrote a little story about it at that time. 

Mr. Heésert. But you did not know it of your own knowledge, ex- 
cept from the party 
Mr. Anperson. Except from reliable sources. 

Mr. Hépnerr. Reliable sources, which you do not 

Mr. Anperson. Cannot supply. 

Mr. Hésert. Which you do not identify. 

Mr. Anperson. Yes. 

Mr. Héserr. But you do not have any knowledge of it of your own, 
except from these unidentified sources. 

Mr. Anperson. That is correct. 

Mr. Hépert. Any questions? 

Mr. Hess. I have before me here the questionnaire of Admiral] Cal- 
vin Matthews Bolster. This questionnaire has been filed by the ad- 
miral. It is signed. And he certifies that the answers are true. 

So in order to set the record straight, let me read this into the 
record. In answer to question 13: 


By what company, organization, or person are you now employed? 

He answered: 

The General Tire & Rubber Co., Akron, Ohio, full time, since January 1954. 
Answer to question 21: 











What contracts to your knowledge does the company or organization employ ? 
Answer: 


The General Tire & Rubber Co. sells aircraft tires, wheels and brakes, as their 
primary Defense Department business. I am not concerned in any way with 
contracts or sales and do not have knowledge as to the details of such contracts. 


Question 22: 

State concisely what duties you perform or work or service you render with 
respect to any Department of Defense contracts. 

Answer: 


None directly. I am responsible for coordination and administration of the 
internal research and development work performed by the General Tire & Rub- 
ber Co. and results of research and development are applied to products for the 
Government, such as they are to all of the products we manufacture. 


Mr. Héserr. What was the answer to 15 and 16, Mr. Hess? 

Mr. Hess (reading): Fifteen: 

What compensation or remuneration, direct or indirect? 

Answer: 

$2,000 per month from the General Tire & Rubber Co. I also receive approxi- 


/ 
mately $400 per year from the Pennsylvania State University as a consultant in 
| hydrodynamics. 
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Sixteen: 
What is the title or present position, if any? 
Answer: 


Coordinator of research and development, the General Tire & Rubber Co., and 
a member of the Advisory Committee on Hydrodynamics, Garfield Thomas, 
Watertown, Pennsylvania State University. 

Mr. Héserr (aside). John S. Courtney? (Confers.) 

Mr. Anperson. Could I ask: Did he answer in the questionnaire 
whether he had ever done any favors for Aerojet while he was still 
in the Navy? 

Mr. Héserr. Well, that 

Mr. Hess. That question wasn’t asked. 

Mr. Héserr. That question wasn’t asked. I mean, a specific ques- 
tion was not asked. He was asked the general question. 

Mr. Pearson. Mr. Chairman 

Mr. Héverr. I asked Mr. Hess in an aside, off the record, just now, 
what were his answers to the question which Mr. Kimball admitted 
that he had suggested to the employees of Aerojet. Since he was not 
an employee of Aerojet, he did not come within the scope of those sug- 
gested replies. The answers were the answers for General Tire. He 
is not anemploye of Aerojet. 

Mr. Pearson. Mr. Chairman. 

Mr. Héperr. Yes. 

Mr. Pearson. Would it be possible to ask Mr. Hess whether that 
questionnaire shows what the admiral did between the time he re- 
tired—which was 4 years, 5 years, almost 6 years—and the present! 
He answers that questionnaire in the present tense, does he not! 
There is no reference to what he has done in the past. 

Mr. Hess. The answer to question 9—the question is: 

State what, and where, were your last two duty assignments prior to 
retirement? 








Answer: 

Assistant Chief of Research and Development, Bureau of Aeronautics, Navy 
Department, Washington, D.C., and Chief of Naval Research, Navy Department, 
Washington, D.C. 

What did you— 

Well— 

(Mr. Kuhn aside.) 

Mr. Courtney. Question 12 asks: 

When after retirement were you employed, consulted, or retained in private 
industry? 

And it asks for the date. 

Question 14 asks for the companies by whom employed. 

Mr. Hénertr. That was the question you referred to, wasn’t it, Mr. 
Pearson ¢ 

Mr. Pearson. My point, Mr. Chairman, is that, No. 1, Aerojet 1s a | 
wholly owned subsidiary of General Tire. 

Mr. Héperr. No, sir, it is not wholly owned. It is 85 percent. That 
is splitting hairs, I admit, but to be accurate it is 85 percent. The! 
stock of Aerojet is 85 percent owned by General Tire. 
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Mr. Pearson. And, secondly, in the interim between his retirement, 
which according to his biographical sketch at the Navy was 53, 
though he states it was 54—we won’t argue about that. 

Mr. Courrney. I am sorry. 

Mr. Hess. January 1954, he said. 

Mr. Pearson. Well, all right. It is practically the same. At any 
rate—— 

Mr. Hess. “When after retirement were you employed?” He said, 
“January 1954.” 

Mr. Pearson. In between that time he may well have worked on 
missiles for Aerojet. 

Mr. Hess. He was retired December 31, 1953. [Laughter.] 

He was employed by General Tire in January 1954. He wouldn’t 
have had much time to be working for Aerojet. 

Mr. Pearson. Well, that is exactly my point. Aerojet and General 
Tire are the same thing. 

Mr. Hess. Well, he says here, in answer to 14—probably—this is 
the question you may refer to. 

By what companies, organizations or persons have you been employed, re- 
tained, consulted or associated in any capacity ? 

Answer: The same as above, which is General Tire. Also have served with- 
out compensation as a member of the Station Advisory Committee, Naval Ord- 
nance Test Station, China Lake, Calif., from 1955 to 1957, inclusive. I am now 
serving without compensation on the steering group, Advisory Panel on Aero- 
nautics, Director of Defense Research and Engineering, Defense Department. 
I also serve in a technical advisory board and technical advisory group, Mark 
46 torpedo program, Aerojet General Corp., California. 

That is probably what you refer to. 

Mr. Anperson. You certainly got more out of him than I did. 
[Laughter. ] 

But I don’t see 

Mr. Héserr. Maybe we have better resources than you. [Laugh- 
ter. | 

Mr, Anperson. I don’t see any substantial differences. He said 
substantially the same thing to me on the phone. 

Mr. Héserr. Any questions? 

Mr. Courrney. I have one question. 

Mr. Anderson ? 

Mr. ANpERSON. Yes, sir. 

Mr. Courrney. By whom was the decision made to award the con- 
tract of which you spoke to the Aerojet Corp., if you know ? 

Mr. Anperson. Well, it is always hard to pin down who makes the 
actual decision. 

Mr. Courtney. I am not asking for the contracting officer. I am 
asking for the man who made the decision. 

Mr. Anperson. I don’t know for certain. 

Mr. Courtney. You didn’t check back? 

Mr. Anperson. I couldn’t say for certain whom. 

Mr. Courtney. Do you know whether or not there was any board 
formed to advise with the Department of the Navy concerning this de- 
cision @ 

Mr. Anperson. I understand there was. 

Mr. Courtney. You don’t know the membership of the board ? 

Mr. Anperson. I do not. 
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Mr. Courtney. But your inquiry does indicate that there was such} Mr. 











a board ? Mr. 
Mr. Anperson. That a board did sit on it and give its advice and| izatio 
recommendations. Mr. 
Mr. Courrnry. And ultimately, then, a contract was first given to| Mr. 
Aerojet, as you have indicated ? _ Mr. 
Mr. ANpeERsoN. Yes. | Mr. 
Mr. Courtney. Did you cern. 
Mr. Héserr. Any | that t 
Mr. Price. Mr. Chairman. | Mr. 


Mr. Héserr. Mr. Price. | gotiat 
Mr. Price. Mr. Anderson, you raised a point that has caused me| writte 
great concern and considerable thought, and that is when you asked | that it 
the question about what Admiral Bolster said about whether he used | thing, 
any influence on behalf of Aerojet while he was still with the Navy, } area t 
Of course, do your sources, from information around the Pentagon, Mr. 
indicate that there is much of this going on within the Defeng Mr. 
establishment ? Mr. 
Mr. Anperson. Definitely. After all, these contracts that they are) i -of 
bidding for are in the millions and a whispered word of inside advice before 
or a specification drawn to fit a particular contractor or a recom-| You m 


mendation in the right place can mean millions in profits. | lation 
Mr. Price. This is where the greatest benefit could come to an Mr. 
organization, isn’t it ? that ji 


Mr. Anperson. That is right. Admiral Radford said that theg| torney: 
people who had gone were has-been’s. Of course, I don’t agree with| militar 
that, since he, himself, had an office in the Navy Department—— | contact 

Mr. Pearson. And still has. ‘ It se 

Mr. Anperson. And still has an office after he supposedly becamea| of the’ 
has-been. But the big question I think he overlooked is what in.) OW 
fluence did they offer while they were still in, before they became to have 
has-been’s. : is drav 

Mr. Price. You have been close to this for a number of years, in that. 
going through your investigation. In the course of your work have Mr. | 
you found that some of the information you have had has been borne) , Mr. . 
out in fact by later connections of some of these people, after they) ™Sreti 
leave the Government / "| | Mr. 

Mr. Anperson. I have sat down with contract people who ar! he wou 
patriotic and who have pointed out to me—and I don’t recall speeifi r. 
instances, but I recall sitting down with them and having them show a | 
me how certain very complex contract specifications have been slanted Mr. I 
to benefit a particular company, that might more easily qualify. That Mr. ( 





has been pointed out to me. Mr. ( 
Mr. Price. Yes. Mr. I 
Mr. Anverson. Sometimes it is difficult to prove. Mr. ( 


Mr. Price. Well, have subsequent events at least in your own miné have to 
proven the allegations that there were some influence used in behalf- 118 ma: 
in this regard, by the subsequent connection of these people, after they What 
left the Government ? | Mri 

Mr. Anpverson. Oh, yes; oh, yes. Quite frequently those who hart Mr. ¢ 
been charged then go to the work that they acknowledgedly have bene ‘Yat st 
fited. That has happened. y ; , Viduals' 

_. Price. The same people that you had previous informatic/ 
on? 
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Mr. ANpeRsoN. That has happened. 

Mr. Price. Subsequently made connections with some of the organ- 
ations that you had prior information ¢ 

Mr. ANvERson. That is right. 

Mr. Price. That they were working with ? 

Mr. ANDERSON. That is correct. 

Mr. Price. That is an area that gives me the greatest degree of con- 


' cern. I don’t exactly know how to approach it, but it is certainly one 


that the committee should give some serious thought to. 
Mr. ANpeErRsON. It is a difficult area to explore. These contract ne- 


_ gotiations are so complex and so many people get in the act and the 


mind 
alf- 
‘they 


have 
bene 


ation 


written file, that is the written record, contains so many omissions, 
that it is very difficult to pin down. But certainly if you can do any- 


_ thing, you will probably find more that will shock the Nation in that 
. area than among the has-beens. 


Mr. Price. That is all I have, Mr. Chairman. 

Mr. Héserr. Mr. Gavin. 

Mr. Gavin. Mr. Pearson, do you think that there should be a cool- 
ing-off period, that is the time that the military leave the departments 
before they enter into private enterprise, and any other suggestions 

ou may have to make as to this situation, whether it should be legis- 
Shion or a code of ethics? Do you have any suggestions in person ? 

Mr. Pearson. I do certainly believe, Mr. Gavin, on the first point, 
that just as the Treasury Department will not permit one of its at- 
torneys to practice before the Treasury Department for 2 years, so a 
military officer when he retires, should not be permitted to have any 
contact with the Defense Department for a certain cooling-off period. 

It seems to me also that we have two separate scales for the citizens 
of the United States. I have an old colored man out on my farm who 
isnow 70 years old and he wants to work for me and I am delighted 
to have him work, but he can’t work more than so much because he 
is drawing unemployment—or his old-age benefit and he would lose 
that. 

Mr. Heperr. Social security ? 

Mr. Pearson. Social security. And yet a retired officer can triple 
his retirement pay. 

Mr. Heserr. You can get him for $99.50 a month, Mr. Pearson, and 
he would still draw social security. 

Mr. Pearson. Well 

Mr. Héperr. So long as you don’t go paying him $100 a month. 

Mr. Pearson. Well, I will have to look into that. 

Mr. Chairman, I forget to mention one thing, if I may 

Mr. Gavin. While we are on that point that I was discussing. 

Mr. Pearson. Excuse me. 

Mr. Gavin. Some of these officers are retired at an early age. They 
have to make way for the younger officers that are coming along and 
itis mandatory in some respects, I believe, that they retire. 

What suggestions—a man who is 50 or 55. 

Mr. Pearson. Well 

Mr. Gavin. He has plenty of ability and experience and knowledge. 


r a do you have that we make for these particular indi- 
viduals ? 
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Mr. Prarson. Well, they are pretty resourceful fellows. I have! 


known some of them to go into the newspaper business. Gen. Toohey 
Spatz is an editor of Newsweek magazine. Gen. Mark Clark is the 
head of the Citadel down in South “Carolina. Gen. Robert E. Lee 
helped to found the university down at Washington and Lee. 

There is an admiral who is the president of ‘George Washington 
University, right here—Admiral 

Mr. Norpr.ap. Colclough. 

Mr. Pearson. Yes. These fellows are very experienced and men of 
a lot of executive experience and talent. And some of them are great 
writers. Here is General Eisenhower, who taught English at Weg 
Point. He wouldn’t be without a job in the newspaper fie ld if he ever 








retired from the Presidency—I take out the word “ever,” as he will 
retire. 

I can’t feel too sorry for these retired military officers. Many of' 
them were educated at Government expense and received a wonderful 
education and they deserve the fine careers that they have. Why 
should they come back and be in the position of lobbyists or even sus- 
pected lobbyists a relatively short time after they get out of military 
service. 

Mr. Gavry. That is what we are trying to find out, too, because | 
think that some of these corporations that have been referred to have | 
been eminently successful before they ever heard of the generals or| 
admirals. [Laughter.] 

Mr. Pearson. Well 

Mr. Gavin. I don’t know, see ? 

Mr. Pearson. Well 

Mr. Gavin. Because I wonder how they ever got along without all 
of the military personnel. | Laughter. ] 

And did such a magnificent job during the war, when the admirals 
were in the air, on the sea, and on the ground. They did pretty well, 

Mr. Pearson. Well, I am wondering about one point, Mr. Gavin. 

I noticed that General Motors, which was the top defense contractor 
of the entire United States when Mr. Wilson became Secretary of De- 
fense and for approximately 1 year thereafter, now has sunk to ap- 
proximately—I have forgotten exactly, but I think it is about 12th 
Anyway, it is relatively low. 

It is true that they have had a couple of Cabinet members for 
while in the administration and you as a Republican, should take 
some pride that there apparently is no prejudice or favoritisin on the 
part of the Cabinet in favor of General Motors. 

But General Motors has employed relatively few retired military 
officers, compared with General Dynamics, and they have sunk way 
down. Maybe there is another explanation, I don’t know, but—mayle 
it is not significant but it is interesting. 

Mr. Hésert. Mr. Hess. 

Mr. Hess. Mr. Pearson, you testified on something where I would 
like to ask you a question. You say we have educated these men, re 
ferring to the officers. True, the taxpayer has put a lot of money it| 
some of them. We have sent them to the academies and then some of 
them have gone to M.I.T. or Cal. Tech. or Harvard School of Bus: 
ness or something of that kind. And when they have reached the! 
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retirement age and are involuntarily retired, don’t you think that we 
should make use of some of the talents that we have paid for ? 

Mr. Pearson. I do. 

Mr. Hess. Well, why would you have objection, then, for them to 
go into an industry and help the industry to help the Government ! 

Mr. Pearson. Because you immediately—not in every case. But 
it seems to me that in weighing the balance of the evidence that you 
have received, even though officer after officer has denied it—it seems 
tome that the circumstantial evidence is such that they do immeasur- 
ably help these companies and they give favoritism to them as against 
small business. 

Secondly, as I said a minute ago, there are plenty of other places 
where you can use retired officers. And I, for one, would not oppose 
their coming back to the Government in a civilian capacity per- 
haps——— 

Mr. Hess. Of course, they can’t under the present laws. The dual 
compensation statutes prohibit that. 

Mr. Pearson. Well, General Swing, the head of the Immigration 
Service, is—I don’t know what his salary position is, but he is not only 
there, but he has two retired generals with him. 

We have had some wonderful generals who served—General Mar- 
shall-—well, you can name more than I can, probably. 

But it is no hardship to serve the Government at—the salaries now 
are Within reason. 

Mr. Hess. Well, I think some of them would be perfectly willing 
todo that if we would amend the dual compensation statute so as to 
permit them to retain their retired pay and then accept a position in 
civilian capacity with the Government, at probably a great deal less 
than what they would get in industry. 

But I am sure you would have no objection to an outstanding scien- 
tist who has completed his work, such as General Schriever—who has 
completed his work in the service, going with some defense contractor, 
where he could continue to assist in the defense effort. 

Mr. Pearson. Well—— 

Mr. Hess. Now he wouldn’t be in procurement or sales. I am not 
referring to that. But I am referring to an engineer or a scientist 
who has been trained at the taxpayers’ expense. 

Mr. Pearson. Well, I think we have some examples of that kind. 
General Gavin, who is up in Boston with the Arthur Little Co., I be- 
lieve, is keeping aloof from this type of thing. Gen. Omar Bradley— 
with Bulova Watch. He has kept pretty well aloof from procurement. 

But when it is a mass business, as apparently it is today, you run in 
my opinion, grave dangers, and the dangers outweigh the benefits. 
Possibly if you have the cooling-off period that Congressman Gavin 
mentioned, you might get away from it. 

Mr. Hess. You wouldn't prohibit it entirely ? 

Mr. Pearson. No; I wouldn’t prohibit it entirely. 

Mr. Héverr. Mr. Norblad? 

Mr. Norpiap. No. 

Mr. Pearson. Mr. Chairman, I forgot one point. It is very short, 
but I think it is rather interesting. In connection with Dan Kimball. 
When he left the Navy, his holdings in General Tire & Rubber have 
now increased to 5,930 shares of common stock, from 400 when he went 
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in. Apparently General Tire is quite pleased with his operation, ‘ 
And he was also made president. 

Mr. Héserr. Any questions, Mr. Courtney ? 

Mr. Courtney. No further questions. 

Mr. Héserr. Any further questions / | 

(No response. ) | EMP 

Mr. Héserr. Well, thank you, Mr. Anderson and Mr. Pearson, [| ~ 
appreciate your appearance here this morning. The committee will 
stand recessed until tomorrow morning at 10 o’clock. 

(Whereupon, at 12:03 p.m., the subcommittee adjourned to recon- 
vene at 10 a.m., Wednesday, August 19, 1959.) 
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PERSONNEL BY DEFENSE INDUSTRIES 


WEDNESDAY, AUGUST 19, 1959 


Hovusr or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 
| The subcommittee met at 10 a.m., Hon. F. Edward Hébert, chair- 
man of the subcommittee, presiding. 

Mr. Héserr. The committee will bein order. Mr. Courtney? 

Mr. Courtney. Mr. Chairman, going into a different phase of the 
inquiry this morning, not that all other phases are foreclosed, by any 
means, but in order that we may keep each phase separate. 

We have asked the three service departments to respond in a point- 
by-point discussion, their opinions on, their observations of, and their 
experience with the many statutes which deal with conflict of interest, 
and using that term in a very broad sense, as well as the departmental 
regulations. 

And we have asked also that the Department state its position, 
through its responsible Secretary, on several suggestions, at least, that 
have been received for amendments to the dual compensation law and 
the dual office employment law, and other pertinent statutes. So 
this morning we are to lead off with the Department of the Army, 
Mr. Chairman. Secretary Milton is here and the Judge Advocate 

General, General Hickman. And they have prepared for us—and I 
should like to thank them, especially on behalf of the staff, to whom 
falls the duty of reading all this, for the very fine compilation which 
they have prepared. ‘This is an outstanding piece of work. There 
have been many compilations made, none quite as readily and handily 
and easily used as this, and none quite as comprehensive. 

Mr. Secretary and General Hickman, if you will come forward for 
the Department of the Army. 

Mr. Henerr. Gentlemen, be seated. 

Secretary Minton. Thank you, sir. 

Mr. Courtney. Now, Mr. Secretary, if you will—this is the Under 
Secretary of the Army, Mr. Milton. 

Now. Mr. Secretary, the subcommittee will be interested at this 
point in understanding from you, and with the cooperation of your 
Judge Advocate who has the immediate concern with the discipline 
and enforcement and advice concerning the various statutes and de- 
partmental regulations, your views with respect to the adequacy and 
the enforceability of the present statutes, as to whether or not there 
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are omissions or conclusions which should be changed, now that we 
have under consideration this broad general subject. 

Many of these statutes are old. Some of them are fragments in- 
serted in unrelated legislation. And the whole of it does not neces. 
sarily—and this is only in my personal expression—reflect a studied 
and concerted and complete effort to legislate in the field of conflict of 
interest, particularly with respect to retired military, and certainly 
with respect to active military, a subject which is collateral to this 
inquiry. 

Now, Mr. Secretary, you are familiar with the hearings which 
have been held and the questions which have been made on the Dual 
Compensation Act, and on the Dual Office Act, as to what, in your 
opinion, if anything, should be done or might be done with those 
statutes to the good of the Government. 

So, Mr. Secretary, if you will proceed in your own way. I know 
you do not have a prepared statement. And lead off the discussion, 
And perhaps we can get down to the Department of the Army general 
views on the various statutes. 


TESTIMONY OF HUGH M. MILTON II, UNDER SECRETARY OF THE 
ARMY, ACCOMPANIED BY MAJ. GEN. GEORGE W. HICKMAN, JR, 
THE JUDGE ADVOCATE GENERAL 


Secretary Minron. Mr. Chariman and Congressman Hess and Mr. 
Courtney. First, before I address myself to the answer to that ques- 
tion, may I say that the Secretary of the Army, as well as I person- 
ally, appreciate this opportunity to appear before you and discuss 
this very complex subject, which I know is perplexing to you and to 
all of us. 

It is true that I did not prepare a formal statement, for, from the 
letter of the chairman, I gathered that you really wanted to get into 
the bolts and nuts and to analyze the laws. 

I appreciate the compliment which you paid to this book, which 
has been compiled after a great deal of effort, or through a great deal 
of effort by the Judge Advocate General. And I think it is going to 
be helpful to you, Mr. Courtney, and your staff, and to all the Members 
of the Congress, in quick reference—or to this committee, for quick 
reference to the pertinent laws and the regulations. 

You will also note that in this book there is the Navy and the Air 
Force regulations, too. We did that with a view of facilitating your 
labors. 

With regard to the two basic laws to which you refer—the dual 
compensation and the dual office laws, we have the feeling that this 
is basic in your considerations. 

My personal opinion is that they ought to be modified, if not 
repealed. 

I think there is a great deal of misunderstanding on the part of the | 
public, not necessarily members of the committee, as between the two | 
laws. 

Under the dual office law, the limitation is $2.500. Under the dual | 
compensation law, it is $10,000. 

Mr. Courtney. Maximum. 

Secretary Miron. Isn’t that correct, sir? 
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e \ Mr. Courtney. Yes, sir. 

Secretary Miuron. And so often I see the reference made to the 
1. | $10,000, and I think the impression may be widespread that the $10,000 
s- | applies to everyone. And there are only three areas in the dual com- 
; pensation law—three exceptions, and those are elected representatives 
of | of the people, appointive representatives, and people who have suf- 
ly | fered wounds in combat. 
is So 1 think you really have to tie the two together. 

Mr. Héserr. May I interrupt you? Mr. Secretary, I don’t think 
sh the elected representatives are exempt from the dual compensation. 





al Mr. Courtney. No, they are not exempt. 
ar Secretary Minton. It is 
se General Hickman. Dual office. 


Secretary Mizron. It is the dual office; yes. 
Ww Mr. Hésert. Not dual compensation. 
nm. | Secretary Mirron. Yes. What 1 am attempting to say is that those 
three can go to the $10,000, as against the $2,500. 

Mr. Hésert. That is correct. 

Secretary Minron. That was the point I was trying to convey. 
iE Good morning, Mr. Hardy. 

R,, Our feeling is that these two laws are basic and that they ought to 
_ be revised, or repealed. 

We feel—and we feel quite complimented that we develop such 
[r, | talent in the Army and the Navy and the Air Force that there is a 
es. | need for it, even after retirement. And in our overall manpower 
n- } Situation at the present moment, I feel that a man’s capacity and his 
iss. | talents ought to be used in the national interest, wherever we possibly 
can. 

On the other hand, I am fully aware that it is a matter of confidence 
the | that things will not go wrong, that there is not evil—sometimes there 
nto | 8. appearance of evil when there isn’t evil. And by reason of that, 

this subject is before this committee. 
| I wonder if I have adequately answered your question, sir? 
ea], Mr. Courrney. Suspicion of evil is almost as dangerous so far as 
‘to _ the evil, itself. aC OP ak 
ers | ecretary Minton. Yes, sir, [think it is. Ireally do. | 
cae | Mr. Courtney. Well, now, with respect to the testimony—let me 
just recall that a few witnesses testified in the course of their appear- 
Air ances before the subcommittee, witnesses who have gone out in re- 
sponsible places in industry, that they would have preferred, if given 
in opportunity, to have remained in the Government. 
ual =, UF course, implicit in that statement, in those statements, was the 
his fact that they would want to retain their retired pay. Which almost 
universally, from this side of the table and the side on which you 
appear, is regarded as earning, or an earned right, which begins at 








our 


not , § “ . : “ys 
acertain point, in which years of experience and trials have con- 
he | ttbuted. 
the | °"'g f 
ted | Secretary Mivron. I underscore that, sir. 


Mr. Courrnry. Do you have any suggestions as to how such a 
ual | Matter as the employment of these people who might want to stay in 
the Government might be accomplished ? 
Now we must consider it, of course, in the light of our civil service 
)system and the retirement right of civil servants, and their right to 
| progress in grade. 
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Do you have any suggestions or any observations which you could | 


give the subcommittee on that question / 


Secretary Minton. Well, Mr. Courtney, you really call in, in an 
answer to ‘that question, certain laws that require the retirement of | 


men in uniform at what might be considered an unduly early age, 
Some of the members of this committee I have been privileged to tes- 
tify to before. 

At various times we have brought up this 30 and 5, where a man 
stays on for 30 years and 5 years in grade. 


Now, when you equate that to years, you can well see that you are | 


getting people out at 50, 51, and 52. And many of them still have 
children that they have to get through college. 

I have often wondered if we, by that law, have not thrown a lot of 
talent away. Many of them who come in at 51 and say, “I have to get 
out under the 30 and 5,” still have a great potential in the military, 
And, of course, civilian, too, have a great potential. 


So inherent in answering your quest ion, [ had to bring that point | 


out. 

Mr. Courtney. Yes. 

Secretary Mitron. Here is something that I think might be inter- 
esting to you. I don't know that it has been brought to your attention 


before. But Thad a quick survey run in my office, just to find the type | 


of man that we are dealing with. 

From the press, I gather that there has been a lot of emphasis— 
there has been—on general officers and officers of flag rank. 

We ran up acheck of 409 

General Hickman. Nine. 

Secretary Mirron. 499. And we just took them as they came. We 
find that the average retirement—this was 1959 or 1958 ¢ 

General Hickman. This is the first 5 months of 1959, sir. 

Secretary Mitron. The first 5 months of 1959. That the average 
age of retirement was 4614, and that he was less than the grade of a 
lieutenant colonel, and that his retirement is $350 of month. 

So I think that it would be well worth while for us, in the light 
of this problem, to realize that we are not always talking about the 
man who is drawing $7,000 or $8,000 or $10,000 a year retirement, or 
whatever it might be, but on the average you are talking about a 
youngster—and incidentally, he has one-plus minor children, still. 

Mr. Hess. Mr. Secretary, there is no way of keeping that man on 
active duty, as long as we have this selection system in the services 
If he is selected and passed over, he goes out. 

Secretary Muvron. That is right. 

Mr. Hess. I don’t know how we could retain him. Of course, we 
could permit him to go into the Government service in a civilian 
capacity. 

Secretary Minron. Yes; we can. It just poses the magnitude of 
this problem which you are wrestling with. | 

Mr. Hess. What I am saying is this, though: I don’t see how we 
could repeal, of course, the selection system in the services. 

Secretary Minron. Of course, it lends to virility, there is no question 
about it,anda more effective Military Establishment. 

But I think all of us would be very reluctant to deny a man at that 
age and with that income, of $350 a month—I might repeat that for 
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Mr. Gavin’s benefit. I was just saying that we ran a check on 499 
men who retired from the Army in the last 5 months. The average 

was 4614 years. He had a rank of less than a lieutenant colonel. 
And his retired pay was $350. 


= | I wanted to bring that out, because I know many times we are talk- 
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ing about people who draw a higher retirement. And when we con- 
| sider this matter of employment after they get out, I think we have to 
_ yealize the small income and the age and the dependency of the people 
| who are involved. 

Mr. Gavin. In that particular group, what average age were they # 
| Secretary Miron. Age 4614, sir. 
| Mr.Courrnry. With 114 minor dependents. 
Secretary Mitron. Beg your pardon ? 
Mr. Courtney. There are 114 
Secretary Miron. It is one-plus minor. 
| Mr. Courrney. One-plus—not 1144. One-plus minor 
| Secretary Mitton. Yes, sir. 

Mr. Courtney. As dependents. 

Mr. Harpy. Mr. Secretary—excuse me. In connection with that 

group, the big bulk of those would be eligible under existing laws for 

_ yarious and sundry employment, even in defense industry, won’t they ? 
‘Secretary Minton. Oh, I think so; yes, sir. 

Mr. Harpy. And properly so. But aside from that, employment 
opportunities for the bulk of that group, which would be considerably 
below the 4614 years of age, would be pretty wide in various fields of 
activity. They would have to be, to supplement that income? 

Secretary Miiton. Yes; there is no question about that. 

Mr. Harpy. And I presume it isn’t too hard for the bulk of those 
fellows to find satisfactory employment, isn’t that right? Did you 
run atest to see what they were doing ? 

Secretary Miiton. No, sir; I haven’t done that, sir. 

Mr. Harpy. I think it might be a right interesting thing to do, to 
find out what happened to them. 

Secretary Miuron. I would like to take that under advisement and 
see if we could doit. And it might be helpful to you. 

Mr. Courtney. This was a test run, of just the very recent period. 

Secretary Mruron. Yes, sir. I was wanting to find out the type of 
man we are talking about, Mr. Courtney. 

Mr. Harpy. I don’t think you did but half the job. That is a very 
interesting thing you have done. But I think you haven’t gone far 
enough. You ought to find out what did happen to them, where they 
areand what they are doing. 

Mr. Courtney. Now, Mr. Secretary, were some of those in this 
group of 500-odd—were they the 20 year reservists? 

Secretary Minton. Well, these were retirements for all reasons. 

Mr. Courrnry. For all reasons? 

Secretary Minron. And many of them were the 20-year reservist ; 
yes, sir. 

Mr. Courtney. Well, now, you are the Secretary for Manpower, in 
the Department of the Army. We have a civil service system here, in 
grades, and civil servants who progress in the normal procedures of 
, that service. Now, if another group of men having the benefit of mili- 

tary service behind them and their retired pay—assume we repeal 
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both these other laws, that is both the Dual Office and the DualCom\ — y , 
pensation Act. ment? 
(Secretary Milton nods.) ‘ht 
Do you have any suggestions, in any way, for building them int inv 
the civil service or would you treat them in some way different fron divid 
the civil service, if they were to be employed in the Government? on th 
Secretary Mixon. First, may I correct a statement that you mate) — go¢ 


ir? 
sir? 4 mome 
Mr. Courtney. Yes. cuff, | 
Secretary Miuron. I am not the Assistant Secretary for Manpower, Mr 





Mr. Courtney. Well 


Secretary Mitron. The Honorable Dewey Short, who was on this no 
committee, is. barre: 
Mr. Courtney. You were at onetime. I beg your pardon. (Se 
Mr. Hésertr. You were, though. | Mr. 
Secretary Mirron. Yes, sir; I was. See 
Now, you are asking whether the military man, who, say, has fin} fr. 


ished 20 years and is retired and drawing his retirement pay, could) See 
be utilized by another set of regulations and laws separate and distin¢} — Mr. 
from that of civil service / Mr. 
Mr. Courtney. Well, first, ought he to be or should he be integrated tito 
into the civil service in some fashion ? a 
Secretary Miuron. Well—— ' prefer 
Mr. Courtney. This will pose a problem immediately. I hav) to exp 
forgotten what the civil service population would be. But it is inthe! sidera 
millions. And in the Army—much of this is clerical and would no} these 
be in any sense competitive. But certainly there is a large body of} didn’t 
civil service who have worked in grade for one reason or another, ani} Reser 
they are progressively rated up through and have the—just the same _petitic 
as an officer would have if he were in the active service—the right ti} job, ar 
look forward to advancement in position and to maintain that pos! a right 
tion, with the tenure which the civil service attempts to give. Now 
Now, if you repeal your dual compensation and dual office statu) becaus 
and utilize these military men in the Government service, how woull’ previo 
you propose to do it? Do you have an opinion as to how it could) seriou: 
be done? Do you have an opinion as to what it might do to th) Mr, 
civil service, if these officers were placed in a different class or cate) Mr, 
gory—say, as, for example, consultants ? _ soldier 
What would be your suggestion to this committee to meet sucht; Mr. | 
problem, if the committee should and the Congress should bes Mr. 
advised ? Mr. 
Secretary Mu.ron. Mr. Courtney, that is a pretty deep questio. was th 
and a very profound one. It is pretty difficult to give an answé, a civili 
right off the cuff. Seer 
This thought first hits me: If a man gets out of the military an «Mr. | 
he has certain requirements that are needed in a civil service slo; over a ¢ 
I don’t know why he should not be considered along with other com) Now 
petitors for that slot. are lik 
That occurs to me at this moment. I don’t see any need for dis} favorit 
crimination there. I don’t know whether we ought to feel that ® Want to 
ought to just move him over there and make places for him by reas#), — Secre 
of these talents. Instane 
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It would seem to me like it would have to depend upon the require- 
ments and the talents of the individual and then let him take his place 
right along with all the others, pa fey } 

Mr. Héserr. What you are saying, Mr. Secretary, is this, an in- 
dividual who then retires, voluntarily or involuntarily, should be put 
on the same competitive basis as his brother civilian? __ 

Secretary Miron. That is exactly it. That is my feeling at this 
moment. Now, I will have to admit that that is somewhat off the 
cuff, but I 

Mr. Hésert. Well, it is basic philosophy. And that is what we 
are trying to find out. 

In other words, under the Dual Compensation Act, he would be 
barred ¢ 

(Secretary Milton nods.) 

Mr. Courtney. Well, at some point he would be barred. 

Secretary Minron. At some point; yes, sir. 

Mr. Courtney. At some point he would be barred. 

Secretary Mirron. He would be barred. 

Mr. Courtney. Certainly at the higher grades. 

Mr. Harpy. Would there be a likelihood that if he were a com- 

titor for a position with a defense agency or Defense Department, 
oe of his service he might be at least suspected of receiving 
preferential treatment in selection? I will give you a sample. Just 
toexplore this particular suggestion. And I think it has a very con- 
siderable amount of validity. We certainly must find a way to utilize 
these people. But not too long ago I was aware of a colonel who 
didn’t quite have enough to make his retirement. And he was in the 
Reserve and he was going off the active duty list, and he was in com- 
petition with civilians for a pretty good civilian job. And he got the 
job, and displaced a civilian who had been serving in that capacity for 
aright ne § period of time. 

Now whether or not there was a valid complaint that he was chosen 
because of his personal appeal to the people he had been working with 
previously, I don’t know. But I can see you run into some rather 
serious problems, if you made this a general thing. 

Mr. Hépnerr. He had enjoyed veteran’s preference. 

Mr. Harpy. Yes; but he could be in competition with a civilian 
soldier. 

Mr. Gavin. Does the gentleman know 

Mr. Hénerr. His rank you are talking about ? 

Mr. Harpy. Well, rank played a part in it. But the point simply 
was this. He went off active duty and was immediately employed as 
a civilian by the personnel he had been working with. 

Secretary Miron. Well, that type of case—— 

Mr. Harpy. He displaced a civilian who had been a career appointee 
over a considerable period of time. 

Now it left a rather unsavory flavor. And I don’t know whether you 
are likely to have a situation which would give the appearance of 
favoritism. Whether or not. it was, I don’t know. I certainly don’t 
want to indicate that it was. 

_ Secretary Mirron. Well, my feeling is that you have to avoid those 
instances that create that impression of any favoritism. 

Mr. Harpy. You get them now. 
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Secretary Mitton. Beg your pardon ? 

Mr. Harpy. You get fh 
ment involved. 

Secretary Muzron. Yes. 

Mr. Harpy. And if you opened this thing wide open and permitted 
retired personnel to make application for that kind of a job, wouldnt 
you really create a rough sort of situation ? 


\ 


em now, even where you don’t have retire. | 


Secretary Mitton. Well, I think that is one that would have to be 


watched. 


It brings forcibly to my attention the tremendous job that this com. 


mittee has, in the spectrum that you are dealing with, as to how broad 
it shall be and how narrow it shall be. I think, as Mr. Courney says, 

ou have to avoid any suspicion of evil, as well as avoiding the evil, 
itself. And I can see a case like that would create some feeling of 
preferential treatment. I would say in this particular case, that the 


only thing I would say that the man would have in his preference | 


would be his veteran’s preference, which is allowed under the civ] 
servicelaw. But there may be something else. 

Mr. Harpy. Well, in this particular one, I happen to know about— 
because I was getting pressure from the civilian side, and another 
member of this very subcommittee was getting pressure from the 
military side. 

This is a fact. 

Mr. Hépert. It wasn’t the Chairman, I will assure you. 

Mr. Harpy. No, it wasn’t. 

Mr. Hésert. All right, Mr. Courtney. 

Mr. Courtney. Then, of course, there is also the matter of the civil 
service retirement which comes into play. 

Secretary Miuron. Yes, sir. 

Mr. Courtney. Having earned one retirement, what would be the 


osition of the department on earning another retirement on top of it! | 


{ven though the civil service retirement is quite different from that of 
military retirement. Has any consideration been given to the appli- 
cation of that, if it should be desirable to integrate these retired mili- 
tary of the 46 years of age and above, into the civil service system? 

Secretary Mruron. Well, I certainly think that that is a point that 
we have to weigh in connection with this. You are saying in sub 
stance that the military—the time spent in the military is given eredit 
for in civil service retirement ? 

Mr. Courtney. That is right. 

Secretary Mitron. That is what you are saying ? 

Mr. Courrney. That is right. 

Secretary Mitton. And, therefore, there is the matter of dual re- 
tirement that has to be weighed. 

Mr. Courtney. Well, I think we have to at first ascertain, if we 
can, the views of the department as to whether or not this employment 
within the department in which the retiree holds his status—whether 
he ought to be, and under what conditions he ought to be, utilized 
within that department, and if his services are of use. 

What do you say to the Department of the Army you would think 
acceptable in terms of employment for a retiree, retaining his retired | 
status which he has earned and retaining his retired pay and the other 
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Secretary Muron. Mr. Courtney, I can’t answer that directly, be- 
cause I can fully realize that you just can’t open the door completely. 
And yet on the other hand, there is great need for this talent, even after 
retirement. 

You would be surprised to know the number of instances where if 
you could use someone who knew in a particular field the details of 
operation, it would be most helpful. And this doesn’t always go to 
fnancial remuneration. Of course, that is a part of it. 

Mr. Courtney. That is right. 

Secretary Mitton. When you are talking about conflict of interest, 
Ithink I have conflict of interest in many areas just outside the finan- 
cial area. I don’t mean that I have any conflict of interest in the 
financial area. I don’t have. I would like to set the record clear on 
that one. 

Mr. Courtney. I never had that problem, General. I would love 
tohave it. [ Laughter. ] 

Secretary Minton. I again go back to the statement that that comes 
tothe point as to the breadth or the narrowness of the spectrum that 
you are considering. 

I don’t know that you should open the door fully wide and just sa 
that anybody who retires can immediately come on a civilian hai | 
But if they have talents that are definitely needed, I don’t see why 
we shouldn’t utilize those talents, particularly if those talents are in 
short supply. 

Mr. Courtnry. Now, let us assume—let us make the assumption that 
you are to bring those retirees, retaining their status as indicated, into 
the civil service, or the civilian service, let’s call it—the civilian service. 

Secretary Miron. Meaning appointive as well as—— 

Mr. Courtnry. Appointive as well as employees. 

Secretary Minton. Yes. 

Mr. Courrney. What would you say about the grading that is com- 
mon to the civil service, whether it should be done by military men in 
these circumstances or whether he should be graded by a civilian? 
This would have to do with his status. And again the suspicion of old 
friendships and old associations would arise. 

The civilian side is graded—lI think it is twice a year, isn’t it? Am 
Iright, General ? 

General Hickman. Once or twice. 

Mr. Courtney. Once or twice a year. 

Secretary Miron. We make a job survey once a year, correct. 

Mr. Courtney. Now, let us suppose in the case of General Hickman, 
you have some civilians employed in your office, I suppose ? 

(General Hickman nods. ) 

Mr. Courtney. And as the head of the department, you of course do 
their grading. 

(General Hickman nods. ) 

Mr. Courtney. You doit now. 


ized} Well, let us suppose—or what would be your situation so far as the 


suspicion of favoritism is concerned, if you were to take back some of 


hink| your retirees ? 


tired | 


ther) civilian who had 


And let us a you are forced to make a decision between a 
n a long time employee and a retiree who is in a 


i say “mparable grade. First with respect to his capacity—and this of 








898 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


course you could render an honest judgment on. I don’t think you 
would satisfy the person who got the lower grade. But let us suppose 
you were given a choice for promotion under those circumstances, 
How would you remove or protect against the suspicion of favoritism 
to the military man ? 

General Hickman. I don’t suppose it is possible to protect against 
suspicion from the person who is going to have suspicious feelings 
about.a problem like that. Because it is just impossible to do it in this 
world. 

I think what I would do would be—assuming that I had a vacaney 
for a retired officer in my office to work in a civil service position, I 
would put him in this vacancy. 

Now, the proposition that you proposed, it seems to me is, I have two 
people there, both of the same grade, the retired officer and the civil 
service employee, and another vacancy comes up, and which one would 
get it. 

As far as I am concerned, it would be strictly on the basis of merit, 
which one I felt was the better man for the job with the increased 
responsibility. 

I don’t know any other way to run a law office, or a railroad or an 
army, except on that basis. I am not sure that I have answered your 
question, but that is the way 

Mr. Courrney. I think we get your thinking all right. 

But I believe also—and I think you would accept this as a fact—that 
a military man would bitterly resent his ratings being given by a 
civilian, if he were assigned to a civilian office. Isn’t that right? 

Secretary Mitton. No, sir; I don’t think he would. 

Mr. Gavry. I didn’t hear your question, Counsel. 

Mr. Courtney. I said that a military man would bitterly resent his 
rating, his official rating being given by a civilian in a comparable 
grade or in a comparable office, 

Now, you don’t know whether that is a fact or not. 

The Secretary seems to differ with that. 

Secretary Mirron. No, sir, I don’t think he would. 

Let’s say a man retires in General Hiekman’s office and there is a 
civil vacancy for him, Now, General Hickman is required to write up 
the job sheet. Let’s say it is something new that we haven't gotten 
into, some new phase of law. 

He has to write up a job sheet. That has to go through the various 
steps in civil service and finally to the Civil Service Commission, and 
they are the ones who say whether this man is going to be a GS-9 
or GS-10, or GS-11. And then annually that is reviewed to see 
whether that merits that grade. 

Mr. Courtney. Mr. Secretary, I wasn’t thinking of that nearly as 
much as I was thinking of the matter of ratings, the efficiency in rating. 
Which is quite important to a civil servant. I mean there are promo: | 
tions in grade, which deal with money —— 

Secretary Minton. Right. 

Mr. Courtney (continuing). And this is always a very important 
item to anyone, including the military. 











Mr. 
state C 
Onc 
milita 
becom 
The 
backg: 
Mr. 
this qu 
In t 
know, 
that al 
le. . 
Nov 
Gen 
Mr. 
of the 
efficier 
Sec1 
Mr. 
Now 
grades 
You 
Sec1 
man d 
Mr. 
Now 
when | 
would 
And t 
“parti: 
(Sec 
Mr, | 
byam 
superi 
Secr 
resent 
about j 
Mr. 
hand, 
Gene 
16 or— 
have J 
they a 
althou: 
cate off 
Mr. ¢ 
Gene 
Mr. | 
Gene 
took a 
workec 
States, 





you 


Ces, 
ism 


nst 
ngs 
‘his 
ney 
1, I 


wo 
ivil 


uld 


rit, 


‘an 
our 


hat 
Vv a 


his 


ible 


iS a 


> up 


tten 


10us 
and 
S-9 

see 


V as 
ing. 
m0- | 


tant 





RETIRED PERSONNEL IN DEFENSE INDUSTRY 899 


Mr. Hénerr. Yes, but wouldn’t that be a state of mind, instead of a 
state of fact ? 

Once the man leaves the military service, he is no longer in the 
military service. He subjects himself to the civilian code. He then 
becomes a civilian, abiding by civilian rules and regulations. 

The resentment would be a state of mind, because of his military 
background, and not an actual fact under the rules of the game. 

Mr. Courtney. Well, suppose it is, Mr. Chairman. But let us ask 
this question : 

In the administration of the Department—this I don’t pretend to 
know, but I assume—and if I am wrong in it, correct me. I assume 
that all efficiency ratings, or officer gradings are made by military peo- 

le. Isn’t that correct / 

Now, if I am incorrect in that, we will have to go 

General Hickman. Not completely. 

Mr. Courtney. Well, let us assume an officer assigned to the staff 
of the Secretary, of course, would receive at least some portion of his 
eficiency rating from——— 

Secretary Mitton. From me. 

Mr. Courrney (continuing). From the Secretary. 

Now, I don’t know whether that extends down into the other civil 
grades in the department or not. 

You can answer that. 

Secretary Mitron. As a general rule, the answer is that a military 
man does rate a military man. 

Mr. Courtney. The military does rate a military man, that is right. 

Now, vou are still retaining the military man in a different capacity, 
when he goes into civil service. Of course, he is a civilian. But what 
would you say as to the propriety—let’s put it on this basis, propriety. 
And to avoid the suspicion of unfairness or partiality—let’s call it 
“partialit y”°—— 

(Secretary Milton nods. ) 

Mr. Courtney (continuing). Of having his civil activities reviewed 
bya military superior, as distinguished from review strictly by civilian 
superiors. 

Secretary Minron. Well, it is inconceivable to me that a man would 
resent it. I have been in both status, and I have never felt anything 
about it at all. 

Mr. Courrney. Well, General—I noticed the General raised his 
hand. 

General Hickman. I have in my office, my immediate office, about 
16 or—somewhere between 16 and 20 civilian attorneys. Some of them 
have Judge Advocate officers working for them. In other instances, 
they are working for uniformed lawyers. In almost all instances, 
although not all, the civilian attorneys we have have been Judge Advo- 
cate officers in the past—during World War IT. 

Mr. Courtney. You mean, are now? 

General Hickman. As reservists. 

Mr. Courtney. As reservists. 

General Hickman. For example, we had a civilian attorney that 
took a discharge from the uniformed service over in Germany. He 
worked over there for 2 or 3 years, and then came back to the United 
States, still wanting to work for the Government as a civilian lawyer. 
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I happened to be the executive officer in the Judge Advocate Gen. | 
eral’s office at that time, and there were a number of uniformed lawyers | 


in the office who had worked with this lawyer over in Germany. 

There was a wide clamor from all of them that they would like to 
get “Mr. X” to work for them. 

So there is quite a feeling of mutual fellowship and mutual objec. 
tives on the part of the lawyers working in my office. 

One instance: In the Commerce Branch of my Litigation Division 
I have a major judge advocate who is working there for a civilian 
attorney, who is the branch chief. a ; 

Now, actually, the division chief, Litigation Division chief, makes 
out the efficiency report on the major, but he gets virtually all of his 
material for it from the branch chief, who is a civilian attorney. And 
they work just like this [indicating with hands clasped]. 

Mr. Courtney. I take it from your answer, Mr. Secretary, and 
from yours, General—and we are just probing now 

Secretary Mitton. Yes, sir. 

Mr. Courtney. Probing the general subject to find out areas of 
interest, and possibly problem areas. 

But I take it from what you said, that in your experiences, both the 
Secretary and the general, you would not think that the matter of 
ratings under these circumstances would pose a problem ? 

General Hickman. No, sir. 

Secretary Minton. Well, that certainly is my considered judgment, 

And a military man who steps over into a civilian capacity has been 
accustomed to rating by seniors. He accepts the fact that when he 








gets into a civilian capacity there is going to be somebody in the | 


civilian channel who is going to rate him. 

Mr. Gavin. Well, may I ask our general counsel? Even though the 
individual of military status did feel or have some objection, what 
difference would it make? He is under civil service. And all appli- 
cants are screened by impartial people that are sent out to investigate 
their background. If he did resent it, what about it ? 

Mr. Courtney. Well, of course, I would assume, Mr. Gavin, that 
we are interested here in protecting everyone and applying the same 
rule to everyone. 

And we are interested, I would suppose, in determining whether or 


not there would be any prejudice resulting from integration, such as | 


has been suggested here, of retirees into the civil service system— 
whether or not we would introduce a problem, which ought to be con- 
sidered in some fashion, before any legislation is finally worked out. 

That was the purpose of the question. I am not expressing any 
opinion as to which is right or which is wrong by asking the question. 

But I do suggest and ask for the experiences of the Secretary and 
General Hickman, who has the problem right in his own office or has to 
deal with the problem every day, as to what their experiences would 
be and have been. 

General Hickman. I would like—— 

a Courtney. And their opinion is that it would not present 4 
problem. 

General Hickman. May I give a caveat? This is in line with my 
prior statement about suspicion. 
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When you have a lot of people working together, you are bound to 
have some problems. 

Mr. Courtney. Well, someone is going to be unhappy, that is for 
sure. 

General Hickman. You have them with military rating military, 
and you will have them with civilian rating civilian. But I am just 
speaking generally about the problem. 

Mr. Courtney. Then you do think, Mr. Secretary, and General, 
that the use in this age and grade, where adaptable to the present 
civilian system, is desirable, with whatever restrictions 

Secretary Mitton. I don’t think we ought to throw the talent away. 

Mr. Courtney. And to that extent, you would recommend a modi- 
fication of these two acts we have been discussing ? 

General Hickman. Yes, sir. 

Secretary Mruron. I think so. 

Mr. Courtney. Now, may we pass to the legal questions for just a 
moment ? 

Considering the statutes of general application—which are the first 
of several introduced into the index we have. And the members have 
that on their desk, I believe—— 

Mr. Kunn. Page 1. 

Mr. Courtney. Starting with page 1, we deal with seven statutes 
of general application. It runsthrough to page 10. 

Now, since they are of general application, we don’t need to discuss 
them particularly at this point. They are very completely explained 
in your memorandum. 

General Hickman. Yes, sir. 

Mr. Courtney. Both historically and as far as their text is con- 
cerned. So far as their interpretation is concerned, there is no differ- 
ence between the Departments, is that right, as far as you are aware, 
General ? 

General Hickman. Oh, no major differences. 

Mr. Courtnry. No major differences ? 

General Hickman. That is right. 

Mr. Courtney. On those, between Army, Navy, and Air Force? 

General Hickman. That is right. 

Mr. Courtney. Now, then, we come down to the second group of 
statutes, and they are those dealing with claims against the Sew 
ernment. 

Now, General, as far as—I should say Mr. Secretary, I guess, so 
far as the Army is concerned, do you think that the statutes dealing 
with claims—and when I use the word “claims,” they cover negotia- 
tion of contracts and the like. I use it in a broad sense. 

Let us come back to the decision of the district court here, which 
has not been appealed so far as any interpretation is concerned. It is 
the last interpretation, holding that these statutes relate only to mone- 
tary claims, claims for money as distinguished from many other trans- 
actions between the Government and the individual. 

Do you think that these statutes, in what has been developed in this 
hearing and from your experience, are broad enough, or should they 
be broadened in some way to include other activities beyond the 
monetary matters ? 

General Hickman. I think they are broad enough. 
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Mr. Courtney. You think they are broad enough. 

Now, take for example your title V, section 59 of title V, which is 
a nonpenal statute, but nevertheless makes the act unlawful. 

This deals with all departments of the Government. Now, do you 
think, in a Government as large as, with as many safeguards for com- 
munication between departments—do you think that it is desirable 
or necessary at this time to have a statute of this character? Which 
bars, for example, Department of Defense employees from, let us 
say, dealing in matters relating to the Treasury Department, a totally 
separate operation. 

General Hickman. No, sir; I do not. 

Mr. Courrney. Do you think to that extent there are sufficient safe- 
guards, by reason of the separation of bureaus and departments, to 
keep the attorney or the claimant or litigant or whoever he may be 
under these circumstances, away from knowledge which would be to 
his greater advantage than that of a person not so favored by prior 
employment ? 

y hr Hickman. Yes, sir. 

Mr. Courtney. Then, I take it, your summation of this and the 
companion statute—the one is a criminal statute—that you feel it 
would be adequate to limit the claim statute to the department in 
which the person was employed ? 

General Hickman. Yes, sir. 

Mr. Courtney. Behe civilian or military ? 

General Hickman. Yes, sir; Ido. 

Mr. Courrney. You agree with that, Mr. Secretary ? 

Secretary Mitron. Yes, sir; I do. 

Mr. Harpy. What would you do, then, if we get a merger and elim- 
inate the separate departments? 

General Hickman. Just have one big, broad Federal Government; 
yes, sir. 

Mr. Harpy. Yes, sir; what the Air Force wants to do. 

General Hickman. I don’t know whether a statute would help if you 
have that kind of a pandemonium, sir. 

Mr. Harpy. I am glad to get your descriptive word. [Further 
laughter. | 

Mr. Courtney. Well, now, we have discussed generally the statutes 
dealing with retired pay. 

Do you have any opinion as to whether or not these statutes require 
modification or clarification, other than what we have been dis- 
cussing ? 

Secretary Mitton. I don’t know of any; do you? 

General Hickman. No, sir, I know of none. 

Mr. Covurrney. Now, if we may pass from that, General, down to 
page 20, where we start with the miscellaneous statutes dealing with 
the military. The first of these is section 3544. And I particularly 
would like to ask your comment on that, commencing on page 20. 

Zarlier we asked the Department for a definitive—the Department 
of Defense, for a definitive statement on the employment in private 
business of an officer on active duty. And this, of course—this statute 
relates to the same field. 

General Hickman. Yes. 
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Mr. Courtney. Now, do you think this statute, 3544(a) of title X, 
as it is presently written, is suited for the purposes for which I think 
itisobviously designed ¢ aoutdl 

General Hickman. Well, I would like to say that I think it is un- 
necessary. I believe that. the restrictions, statutory restrictions that 
are placed upon persons in the active service, could really be better 
controlled. Or, putting it another way, are areas in which it is un- 
necessary to have a statute. 

Obviously, if an individual is going to give, as he is required to do 
to the services, his full time the departments are interested in regu- 
lating that so that the individual does not have an outside conflicting 
interest. 

Mr. Courtney. Well, as the statute is written here, an officer on 
active duty would just have to make retreat and reveille, and that 
could be about it. He could run a laundry during the rest of the 
day. Isthat right? 

General Hickman. That is assuming that there is no supervision at 
all and that people in authority would let him get away with it. 
Which, of course, happens only in—— 

Mr. Courrnrey. What—. Iam sorry. 

What you are thinking about, then, when you say there are other 
adequate restrictions, would be the restrictions by regulation ¢ 

General Hickman. Yes, sir. 

Mr. Courtney. In the performance of duty ? 

General Hickman. Yes, sir. 

Mr. Courrney. Rather than the prohibition of the statute? 

General Hickman. Yes, sir. 

Mr. Harpy. That would mean, then, General, it wouldn’t apply 
to five-star retired officers ? 

General Hickman. I would say that a man that gets to be a five- 
star man, if he is going to quit work then, why it is a peculiar sort of 
Army. 

Mr. Harpy. It doesn’t interfere with his duties, is that right? 

General Hickman. It is my observation, sir, that the Chief of Statf 
of the Army, for example, works generally harder than perhaps the 
second lieutenant that has just reported in. 

Mr. Harpy. I am talking about the retired—— 

General Hickman. This was active duty, sir, we were talking 
about. 

Mr. Courtney. This is active duty. 

Mr. Harpy. You could still have a five-star one that is on active 
duty. We've got a few, I believe. 

General Hickman. They still draw their retired pay, under a spe- 
celal Act of Congress 

Mr. Harpy. Their active-— 

(Further chorus of “active”. ) 

Mr. Harpy. They still draw their active duty pay, but, well, let’s 
be specific. How about General MacArthur? This wouldn't af- 
fect him at all. 

General Hickman. No, it would not. 

Mr, Harpy. Because it doesn’t interfere with his duties. He is on 
active duty, but he doesn’t have any duties; is that the idea? 

General Hickman. No assigned duties. Yes. 
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Mr. Hépertr. May I pursue that? 

Mr. Harpy. Yes. 

Mr. Héperr. Here is the thing that concerns me. As I understand 
the interpretation of what the law is—of course the law goes back to 


the opening of the West. So that indicates the problem before this | 


committee. We are dealing with laws that are on the statute books 
which were enacted in 1838 and are still on the books. 

General Hickman. Yes, sir. 

Mr. Hépert. They even have reference to Indian affairs, and such 
things as that. 

Now, as I understand it, an active duty officer, or anybody on active 
duty in the Army, is not prohibited from taking any outside position 
provided it does not interfere with his active duty obligations, Is 
that right? 

Secretary Mitton. Yes, sir. 

General Hickman. That is generally correct, sir. Plus any statu- 
tory restrictions that there might be present in a few of these—some 
of these statutes. 

Mr. Hésvertr. That is what we want to get to. Are there statutory 
prohibitions against it, or prohibitions by regulations ? 

General Hickman. He couldn’t take another Federal office, for 
example. 

Mr. Hésert. No. That is covered. We understand that. We un- 
derstand the dual compensation, and we understand the dual office or 
dual employment. 

But my question is directed, as suggested by Mr. Hardy, a five-star 
general is on active duty. And he is not prohibited from taking 
employment anyplace else, provided that employment does not in- 
fringe on his activities as an active officer. 

(General Hickman nods.) 

Mr. Hésert. In the case of the five-star general, he is on active duty 
with no specific assignment. So he has nothing specific to do. 

Genel Hickman. That is correct. 

Mr. Hésert. So then he can take any position that he desires, pro- 
vided it doesn’t interfere with his work 

(General Hickman nods. ) 

Mr. Héserr (continuing). As an officer. 

General Hickman. Yes, sir. 

Mr. Héserr. Well, let’s follow that right down the line. Suppos- 
ing you have a colonel who is on active duty in the Pentagon. Now, 
that colonel can take outside employment, provided it does not inter- 
fere with his duties as an officer on active duty. 

It seems to me the same rule would apply. I am trying to follow 
it to its logical conclusion. 

Secretary Mitton. Do you have any legal 

Mr. Courtney. What prohibition—specifically, let’s get to the 
chairman’s question. 

Mr. Gavin. Before we proceed with that further. Congress makes 
the laws. 

Mr. Hésert. We are not—— 

Mr. Gavin. If there is any discrimination between a five-star gen- 
eral and a colonel, then the logical thing for Congress to do is to 
change thelaw. Isn’t that right 
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Mr. Hézert. We are trying to find out what the law actually does. 

Mr. Gavin. We have a pretty fair understanding of it now. It 
may look as though there is discrimination here, and 1f such does exist 
then the thing for Congress to do is bring about—— 

Mr. H&épverr. That is why we are wae: 

Mr. Gavin (continuing). An equitable situation by changing the 
laws. ; 

Mr. Héserr. That is why we sit here. 

Secretary Mirron. We have appendix A-10, Mr. Chairman, in your 
book, about off-duty employment of military personnel in commercial 
enterprises, which goes on to say that is authorized: 

Provided, (1) there is no interference with the full and proper discharge of 
their military duties; (2) there are no conflicts of interest or possible discredit 
to the military service; (3) that a military title, position designation, or mili- 
tary address, is not used; and (4) their engaging in any pursuit, business, or 
performance in civil life for emoluments, hire, or Otherwise, does not inter- 
fere with the customary employment and regular engagement of local civilians 
in the respective arts, trades or professions. 

That is a regulatory 

Mr. Hésert. That isaregulation. That is not the law. 

Secretary Mirron. That isa regulation. 

General Hickman. That is the law for them, sir. 

Mr. Héserr. That is the law for them? 

General Hickman. Yes, sir. 

Mr. Héperr. Of course, we recognize that regulations supersede the 
law, too many times. 

But what Iam trying to find out is what are the facts. 

Now, that is a very broad regulation. So again I come back to 
the original question. The five-star individual is permitted to engage 
in any outside work, provided it does not interfere with his military 
duties. 

Does that same law, or that same regulation, rather, apply to the 
colonel who is on active duty, or the captain or the lieutenant ? 

Secretary Mitron. The answer to that is “Yes.” 

General Hickman. I think so. 

Secretary Mitron. Yes, sir. 

Mr. Héserr. So, in other words, anybody on active duty can get 
employment on the outside, wherever he desires. 

For instance, a draftsman could work on a defense contract. with 
a defense contractor, provided it doesn’t interfere with his duties. 

Secretary Miron. I don’t know. There might be some others 

Mr. Hess. Provided it is included within the regulations. There 
are some exemptions in the regulations. 

Mr. Héserr. That is what I am trying to find out, exactly how far 
they go. 

It is carte blanche as far as the five-star man is concerned. He can 
do anything. 

Mr. Hess. No, sir. 

Mr. Héperr. Yet the retired officer—— 

Mr. Courtney. The active duty. 

Mr. Héserr (continuing). Is proscribed from doing certain things, 
for a certain period of time. There is the 2-year cooling-off period 
under the law—not under the regulations, but under the law—as 
related to selling. 
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Now, could a man on active duty sell? 
General Hickman. Tothedepartments? No, sir. 
Mr. Hépzert. He could not. That would be under the regulations, 
Secretary Mizron. He can sell, but he can’t sell to the departments, 
Mr. Hépsert. That is under the regulations. 
General Hickman. No, that would be prohibited 
Secretary Minton. That is the law. 

_ General Hickman (continuing). Under some of the statutes, too, 

sir. 

Secretary Mirron. That is the law. 
Mr. Hépert. That law applies to the retired individual, doesn’t it? 
Mr. Courtney. That is 434. 
General Hickman. Yes, sir. 
Mr. Hesert. How is that ? 
Mr. Courtney. Section 434 covers the sale to his department. 





the law or regulation for selling or dealing with another department 
of the Government, other than the Department of Defense? 

Mr. Heésert. Other than the Department of the Army. 

Mr. Courtney. Well, Department of the Army. Department of 
Defense—— 

Mr. Hésert. He could sell to the Navy or the Air Force. 

Mr. Courtney. Is that correct ? 

Mr. Gavin. While he is on active duty. 

Mr. Hésert. Yes, sir. 

Mr. Gavin. The general has no assigned duties—the five star. 

Mr. Hésert. We are not talking about the five stars now. We are 
talking about the man on active duty who actually has military obliga- 
tions to perform and duties and services to perform. 

Mr. Harpy. General Hickman himself could do it, couldn’t he, if 
it didn’t interfere with his duties ? 

Mr. Hésert. That isa goodcase. That isa good case. 

You could practice law on the outside. 

General Hickman. The answer is “No.” I don’t have the time to 
do what I am expecting and hoping to do now. 


Mr. Hépert. Never mind about if you had time. You legally, asa | 


lawyer, could engage in private practice on the outside, provided it 
didn’t interfere with your duties, your military duties. Now, isn’t 
that correct. 

General Hickman. Well, I have a regulation, or the Department 


has a regulation which—I suppose I could, but the Department regu- | 


lation says that no officer who is a lawyer working for the Depart- 


ment of the Army will engage in a lawsuit on the outside without the | 





permission of the Judge Advocate General. So, I 
Mr. Hésert. Allright. He still has the right to do it. 
Mr. Harpy. That lets you out. 

Mr. Héperr. Yes. 

Mr. Hess. But you could draft wills 

General Hickman. You must trust me with the discretion, I guess, 
to exercise my 

Mr. Hénert. This isa very important point. 

General Hickman. I appreciate it, sir. 











But let us go a step further. Would there be any prohibition in | 
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Mr. Hésertr. And it is suggested that any lawyer—Mr. Hess sug- 
gested you could draw up wills and accept a fee for that, for instance, 
or conveyances of property. 

Mr. Hess. Or administer an estate. 

Mr. Heésert. Or administer an estate. 

General Hickman. That would interfere—that would be contrary 
to this regulation. ; 

Mr. Héserr. How would it interfere? If you can do it by burn- 
ing the midnight oil, you could do it at night if you desired to. 

General Hickman. That is where he is engaging in competition with 
another individual in another trade or profession. 

Mr. Harpy. Is that any more competition than it is for General 
MacArthur? He was in competition with somebody else, who might 
have liked to have been chairman of the board. 

General Hickman. Well, I think General MacArthur 

Mr. Héserr. If he didn’t have the job, a civilian would have had 
the job. 

General Hickman. I think General MacArthur is an exceptional 
ease, as shown by the law the Congress passed to permit him to draw 
his active retired [sic] duty pay. 

Mr. Hépsert. Wait a minute. He is not—he is drawing active duty 
pay. General MacArthur is on active duty. 

General Hickman. Excuse me. 

Mr. Henertr. He is not drawing retired pay. 

Secretary Mitron. That is right. 

General Hickman. That is a slip. I meant active duty pay, Mr. 
Chairman. 

Mr. Heperr. That is, active duty pay. He is on active duty. 

Obviously if he didn’t occupy the position he occupies, a civilian 
would occupy it. So he is in competition with the civilian. 

Mr. Harpy. And he is just as much in competition with the civilian 
as the lawyer you were talking about, if he drew up some wills. 

General Hickman. I think that is true. But you are just talking 
about one—— 

Mr. Heénerr. No, we are not talking about one. We are just stating 
what the law 

General Hickman (continuing). In a decade or more, sir. 

Mr. Hénerr. We are just citing what is the law and trying to make 
it applicable to everybody alike, regardless of who they happen to be. 

Of course, in General MacArthur’s case, it is not a law or regulation 
directed to him as a person. All five-star people are in the same 
category. / 

Mr. Harpy. General Bradley. 

Mr. Hésert. General Bradley, and everybody else who wears five 
stars. 

Now, that is applicable to five stars. And why isn’t it applicable to 
the man with two bars on his shoulder ? 

Mr. Gavin. That is up to Congress to determine. 

Mr. Héserr. Of course. We admit all of that. That is what we 
are trying to find out. 

Mr. Gavin. Well, admit where the fault is. If these distinguished 
men, with certainly brilliant records in the past, have been given cer- 
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tain opportunities, in a discriminatory way you may think as far as 
colonels, in comparison, it is up to Congress to make the change. 

Mr. Hézert. We admit that. We are trying to find the facts. If 
there is discrimination, of course, it rests with the Congress to pass 
certain laws. 

That is not a matter of argument. It is just a question of trying 
to get the facts now, to find out whether these laws should be rem- 
edied or changed, or whether the regulations should be changed. 

We give to the departments the power to issue regulations. That, 
again, is the Congress. And if any department issues regulations 
overriding or superseding the law, that again is the fault of the Con- 
gress, in that act, too. Because the Congress gives them the power to 
do these things. 

Nobody is disputing that. But we are trying to find out what the 
facts are. 

Mr. Gavry. General, does any case ever come to your attention 
where any particular member of your Department may be doing any 
outside work, other than that which he is assigned to in the Depart- 
ment of Defense? 

General Hickman. Yes, sir; 2 or 3, or 3 or 4 years ago we had some 
young lieutenants in my office who were doing some kind of work, 
nonlegal, to supplement their income on account of the difficulty they 
were having with having a wife and a child living in the Washington 
area to live on a first lieutenant’s pay in the area. 

I don’t know that of my knowledge, but it was reported to me that 
a few of them were doing some kind of outside clerical work at night. 

Mr. Héeerr. Did you stop them ? 

Mr. Harpy. You didn’t stop them ¢ 

General Hickman. No, sir. 

Mr. Heéserr. Of course you didn’t. 

I know of several cases where sergeants are driving taxicabs around 
the Washington area, during their offduty hours. 

Now, they come under that regulation, that the active duty man can 
do anything he wants to do, within the terms of your regulation as 
you have read it, provided it doesn’t interfere with his military duty. 
That is correct, isn’t it ? 

Secretary Mitton. That is correct. 

General Hickman. That is right. 

Secretary Mitton. Yes, sir. 

Mr. Hézerr. Therefore, then—he could also work in a defense in- 
dustry, provided it doesn’t interfere with his regular duties. 

General Hickman. And doesn’t run afoul of any of the statutory 
provisions already enacted. 

Mr. Héverr. That is correct. 

Whereas, on the other hand, the retired officer cannot work in cer- 
tain areas for a 2-year period—in selling, for instance. And in the 
Navy for life. 

General Hickman. I don’t believe the “whereas” would be true 
there, sir. Any place that a retired officer would be proscribed from 
working, the active duty officer would be proscribed from working, 
too, by the same or another statute. 

Mr. Hépert. No, sir; the statute doesn’t apply there. 
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Now, could not a man on active duty be a corporate officer of a pri- 
yate corporation? Couldn’t he be a member of the board of directors? 

General Hickman, That would depend on whether that corpora- 
tion was doing business with the Government. Then he could run 
afoul of the proscription that he couldn’t be making a profit from an 
activity that was contracting or working for the Government. <A 
member of the army is forbidden from transacting business for the 
government with a business entity in which he has a financial interest 


' oras a result of which he may derive financial profit or other benefit. 


Secretary Miron. But other than that, he could. 

General Hickman. Yes, sir. 

Mr. Hésert. Other than that, he could. That is the answer. And 
that is the regulation, and not the law. 

General HickMAN. Sir, there is a statute in that field, too. 

Mr. Héserr. Directed to the active man? What statute is that? 

General HickMAN. Section 281, on page 

Mr. Héserr. Will you read it ? 

General Hickman. On page 6, which prohibits an officer or em- 
ployee of the United States from accepting any compensation for serv- 
ices rendered to another person in relation to any matter in which the 
United States is directly or indirectly concerned. 

Mr. Héeverr. Well, what does that do—— 

(Mr. Hess aside. ) 

Mr. Hérerr. He is on active duty. These five-star people—I would 
like to know where the five-star people come in under that. They are 





/ onactive duty. If there is a special law—there may be. I would like 


to know. 

Do you know, Mr. Courtney ? 

Mr. Courrnry. A special law for the five stars ? 

Mr. Héserr. For the five-star people, to give them permission to 
accept— a 

Mr. Courtney. No. 

Mr. Héserr. Remuneration or work for outside corporations hav- 
ing to do with the Government. 

I think the special law on the five-star people was to retain them on 
active duty and receive full emoluments of the office on active duty. 

Mr. Gavin. Without assigned duties. 

Mr. Hiéverr. Without assigned duties. But they are still on active 


\ duty. 


Mr. Harpy. Waita minute. Let’s understand this. 

| Mr. Héverr. That is what I want to find out. 

Mr. Harpy. You say there is a statute which prevents or prohibits 

an active duty officer from receiving salary from the corporation if 
any part of it is derived from Government funds? 

General Hickman. I think it is broad enough to cover that, yes, sir; 
if the officer personally deals with Government agents in behalf of the 
corporation, ut it does not prohibit receiving salary from a corpora- 
tion solely on the basis that part of the corporation profits are derived 
from Government funds. 

Mr. Harpy. If that is the case, then some of our five-star folks might 
beintrouble. I didn’t know that such a law as that existed. 

Mr. Gavin. Read it again, will you, General ? 

| Mr, Héserr. No. He read the one—— 
| 4411259 58 
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General Hickman. I read the digest of it, sir. 
Mr. Hépert. The five-star 





Secretary Mitron. On page 6 of your book, sir, if you would like . 


to follow it. 

Mr. Hess. Page 6? 

Mr. Courtney. Page 6. 

General Hickman. Prohibits an officer or employee of the United 
States from accepting any compensation for services rendered to an- | 
other person in relation to any matter in which the United States is | 
directly or indirectly interested. 

The full text of the statute is down below, sir, and on the next page, 
Mr. Héserr. Now, do you have handy the act of Congess allowin 
the five-star people to receive their full pay and remain on active duty? 

Is that in there? ; 

General Hickman. No,sir;I don’t. I could send it. 

Mr. Héserr. John, do you have it? 

Mr. Courtney. We have it in the office, Mr. Chairman. 

Mr. Héserr. Let’s get it. Let’s find out. It is very important. 

(Mr. Courtney aside to Mr. Kuhn.) 

Mr. Hésert. While we are getting on to that, let me ask the Seere- 
tary a question on another subject matter, while we are waiting for 
the statute. 

Mr. Secretary, you are quite familiar with the so-called charges 
of interservice rivalry and the so-called lobbying elfects of certain 
contractors ? 

(Secretary Milton nods.) 

Mr. Hésertr. To advance their own missiles. 

(Secretary Milton nods.) 

Mr. Hépert. Which has been indulged in and testified to. Nothing 
illegal about it, but the fact is that it is being done. And that is 
particularly in the area of advertising weapons of war. 

Now, it was testified here the other day by the representative of the 
Western Electric Co., I think it was, in being questioned about cer- 
tain ads on a weapon of war—he testified that it was suggested to 
him by the Army, through its public information office, that that | 
company indulged in this practice. | 

Do you have any comment to make on that ? 

Secretary Minton. No, sir. 

I will say—well, I shouldn’t say “No, sir.” I am fully aware of the 
testimony. And as is our usual procedure, they sat around the table 
and discussed the advertising program for a long period of time.| 
Usually it is done on an annual basis. And then it is done period- 
ically, by quarters and maybe by month. 

I am certain at t hat time that someone did say that we think there 
are certain weapons that maybe have a public appeal and that the 
public should know something about them. 

I am certain that our PIO did probably say that “This is something 
of which we are extremely proud”—and we are proud of it—and from 
that the advertisements to which you refer did appear. 

Mr. Héserr. Well, do you think that is proper, in the light of what 
is going on, in the light of the atmosphere that we are existing in right 
now, about. these charges of interservice rivalry and the competition | 
and what the President has described as a “munitions lobby,” for the 
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Army to indulge and lend its weight to such types of advertising and 
such types of propaganda ? 

Secretary Minron. Well, I don’t—I certainly don’t agree with any 
types of propaganda. ; 

Mr. Hesert. Well, the “propaganda” is my word. Information, or 
whatever—education. Whatever word you want to use, the net effect 
is the same. 

Secretary Miiron. There are some distinct advantages that do ac- 
crue when we let the public know of something that is new on the 
horizon. It creates a tremendous amount of pride among those people 
who are contributing so much to it. 

It also stimulates the young mind to want to get into that area. 

On the other hand, we have to be very cautious, first that there is 
no security violation, that we don’t give any aid and comfort to an 
enemy, and secondly, we must never do it with the intention of in- 
fluencing anybody in our behalf. 

Mr. Price. Mr, Chairman 

Mr. Héserr. The intention probably was there not to influence, but 
the net result was an attempt to influence. Because this matter came 
up during a time when there was a great controversy going on between 
two weapons. 

Secretary Miuron. Well, I certainly don’t feel that we should ever 
attempt to bring any influence, particularly where appropriations are 
involved. And the timing of this was probably unfortunate. 

On the other hand, I am certain that we did say that we are ex- 
tremely proud of the particular Nike system, and there are certain 
aspects that we think maybe the public should know about it as a 
matter of security and of protection. 

Mr. Hénerr. Well, because of the presence—the possibility of dis- 
tortion and confusion in the public mind, paiticubiehy in this area, do 
you think it would be a good idea to prohibit manufacturers or con- 
tractors, defense contractors, from advertising weapons of war, one 
against the other, and creating this confusion in the public mind which 
isnot in a position to receive all the facts in the case? 

Secretary Miron. I would have to agree. 

Mr. Hénerr. It is a military decision. 

Secretary Miuron. I would have to agree with you that that is not 
the proper forum to decide such a case as that. 

You people up here call us up. We testify. We give you the honest 
opinions. And I think that is where any matter of that sort ought to 
beevaluated. 

Mr. Héserr. Following that through, do you think it proper for 
defense contractors to indulge in entertaining the military and giving 
parties, private parties at which the public business will be discussed 
off the record ? 

Secretary Miron. No, sir, I don’t. I think it is perfectly all right 
as a matter of social amenity for me to visit with a friend of mine, but 
I certainly would avoid any discussion of anything that would pertain 
to business while I was at it. 

Mr. Hénerr. Thank you. 

Do you have the statute? Now we will go back—you have the law 
creating the 5-star generals? 

Mr. Kunn. Yes, sir, I have it. Would you like it read ? 
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Mr. Héperr. Yes, read the law. 
Mr. Kunn. This is volume 60 of the U.S. Statutes at Large, page 
59. Itsays: 


An act to authorize the permanent appointment in the grades of general of the 
Army, fleet admiral of the United States Navy, general of the Marine Corps, and 
admiral in the Coast Guard, respectively, of certain individuals who have served 
in such grades during the Second World War. 

Be it enacted by the Senate and the House of Representatives of the United 
States of America in Congress assembled, That the President is hereby author. 
ized, by and with the advice and consent of the Senate, to appoint to a permanent 
grade of general of the Army any individual who shall have served in such grade 
after December 14, 1944, and before August 14, 1945, and to appoint to the per. 
manent grade of Fleet ‘Admiral of the United States Navy any individual who 
shall have served in such grade after December 14, 1944, and before December 14, 
1945. The officers appointed under the provisions of this section shall take the 
rank in the manner provided in the Act of December 14, 1944 (Public Law 482, 
78th Congress), and shall receive the pay and allowances prescribed by section 4 
of such Act. Any officer on the active list or any retired officer who is appointed 
under the provisions of this section and who has been or may hereafter be retired 
or relieved from active duty, shall be entitled to have his name placed on the re- 
tired list with the highest grade or rank held by him on the active list or while 
on active duty and shall be entitled to receive the same pay and allowances 
while on the retired list as officers appointed under this section are entitled to 
receive while on active duty. 


There are two other sections, Mr. Chairman, but that is the per- 
tinent section. 

(Mr. Hébert aside to Mr. Hess. ) 

Mr. Price. Mr. Chairman—(aside to the chairman). 





Mr. Heéserr. For the record, Mr. Price, make the statement, so we | 


can discuss it. 

Mr. Price. Well, I think the Jaw indicates that they go on the 
retired list 

Secretary Mirron. That is right. 

Mr. Price. And whenever it is their own de sire, they may notify 
the Chairman of the Joint Chiefs or the head of the partic ‘ular de- 
partment in which they served that they are returning to active duty. 
Isn’t that the situation ¢ 

General Hickman. That is what it sounds like, sir; yes, sir. 

(Mr. Hébert confers with Mr. Courtney.) 

Mr. Heserr. Now, it has been testified by General Bradley, him- 
self, that he is on active duty without assignment. I think the record 





will show that. And, General Hickman, you here today have placed | 


that interpretation, that they are on active duty without assignment. 

General Hickman. That was my understanding of it, sir. 

Mr. Price. I think that has been the understanding of all of us. 
But I think the way the law reads, it is open to a little confusion. 

Mr. Hénerr. Everything is open to confusion. This is a good classic 
example of an inter pretation of the laws, and what the laws are, being 
so confused. 

Now after hearing the law, as a lawyer, you will probably want to 
study it. 

General Hickman. Yes, sir. 

Mr. Hésert. Instead of giving a curbstone opinion. 

General Hickman. Might I prepare a memorandum on the point, 
Mr. Chairman, and give it “to you at a later date? 

Mr. Hénerr. Certainly. Because this is a very, very important 
point here. 


\ 
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Secretary Miiron. I can see that. 

Mr. Hésert. And here, up until this question was raised here, cer- 
tainly the committee and the Department, itself, and one of the indi- 
viduals involved, were under the impression they were on active duty ; 
as General Bradley has testified. 

(The memorandum referred to is as follows :) 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington, D.C., September 3, 1959. 
Mr. F. Epwarp Hésert, 
Chairman, Subcommittee for Special Investigation, House Committee on Armed 
Services, House Office Building, Washington, D.C. 

DeaR Mr. HfesertT: Reference is made to your request for information as to 
the status of generals of the Army. 

There are at present three generals of the Army: Generals Marshall, Mac- 
Arthur, and Bradley. A former general of the Army, President Eisenhower, 
resigned from the Army prior to taking office as President, having previously 
applied for and been granted retirement. The act of March 23, 1946 (60 Stat. 
59), authorized the permanent appointment of those generals of the Army who 
previously had been temporarily appointed to that grade. That act also author- 
ized their retirement in grade with full active duty pay and allowances. Sub- 
sequently, the act of June 28, 1948 (62 Stat. 1069), provided that laws requiring 
the retirement of Regular Army officers because of age shall not apply to 
generals of the Army. 

As a result, generals of the Army, unlike other officers, are not required to be 
retired for age and may remain on the active list of the Army indefinitely. In 
this status they are, of course, available for assignment to appropriate duties. 
Voluntary retirement of generals of the Army is authorized, but the three officers 
who hold appointments have not requested retirement, apparently preferring 
to remain on the active list as authorized by the Congress. However, such 
officers when not assigned duties have always been considered by the Army to be 
in a status analogous to that of retired officers. For example, the Army has 
considered that the so-called Hatch Act, which prohibits political activities by 
members of the Army on active duty, was not applicable to generals of the 
Army not assigned military duties. This is in conformity with the Attorney 
General's opinion (Circular No. 3301, Oct. 26, 1989 (Atty. Gen.) ) that the Hatch 
Act is not applicable to retired employees of the Government. It appears that 
the basis of this opinion is found in the fact that retired employees are no longer 
ina position to influence other employees. 

I trust that the foregoing provides the information you desire. 

Sincerely yours, 
GrorcE W. HIcKMAN, Jr., 
Major General, U.S. Army, 
The Judge Advocate General. 


General Hickman. Mr. Chairman, it is my understanding that Gen- 
eral Arnold, who is now dead but was a five-star general from the Air 
Force, actually sought retirement, when he entered the business field, 
presumably. And it is my understanding that the President also 
sought retirement. 

Mr. Héserr. He did retire. 

Mr. Kun. He resigned. 

Mr. Héperr. He actually retired. 

Secretary Minton. That is right. 

Mr. Hess. He resigned. 

Mr. Hénert. He resigned. 

Secretary Miuron. He resigned. 

Mr. Hésert. He resigned from the Army. 

General Hickman. Retired first, and then later on resigned. 

Mr. Hépert. Then he resigned from the Army. 
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However, when the President was the president of Columbia Uni- All 
versity, what was his status then ? | also s 
General Hickman. I think he was a retired officer at that time, ; ™ for 


He sought retirement, is my recollection. Spe 
Mr. Héserr. He sought retirement at the time. officer 
Secretary Mitron. Yes, sir. they 1 
Mr. Price. Mr. Chairman, I think we should pursue it a little fur. | _ The 

ther. ‘ Dougle 
When the President leaves office, will it not be possible for him to | are 

notify the head of the department of which he served ¢ Tar 
Mr. Heéserr. No. over t. 
Mr. Hess. He would require special legislation—— Het 
Secretary Mirron. No, sir. Mr. 
General Hickman. He couldn't revert, in my opinion, sir. Mr. 
Mr. Gavin. The Judge Advocate General of the Army is going to \ lation 
submit his interpretation of the present law. | am no 


I suggest the counsel take it vat with the Department of the Air Gen 
Force and the Department of the Navy and get them to submit, too, eral M 


for the record, their interpretation. Mr. 
Mr. Héperr. Yes. sugges 
Mr. Gavin. So we have all three branches of the service, and not | heisn’ 
just the Army. But 


/ 


Mr. Price. Let me put the question in a little different way. Gen- | submi 
eral Bradley presumes that he is still on active service. Would it be , to you 








possible for the Chief of Staff of the Army to order General Bradley a 
to certain duties? en 
Mr. Heéserr. Yes. active 
Mr. Price. That would take his full time and take him out of the Now 
position which he now holds? Gen 
Mr. Hickman. Yes, sir. Mr. 
Secretary Mirron. Yes, sir. now. 
Mr. Heéserr. Certainly. ( Mr. 
Secretary Mu.ton. Yes, sir; he is subject to recall. Sperry 
Mr. Harpy. There is another question about this—having listened _isona 
to it a while ago, that raises right much of a question in my mind, | notat. 
It sounds as though they may continue either on active duty or on | Mr. 
the retired list. And I wonder whether or not it would require af- | _ Mr. 
firmative action on their part to get off the active duty list and onto | law 
the retired list. | Mr. 
General Hickman. I believe it does. That. has been my under-, Mr. 
standing all the time, that they were as though they were on active | Mr. | 
duty, without assignment, unless | a 
r 





Mr. Harpy. Unless the 

General Hickman. Palen they sought retirement. As in the case | determ 
of General Arnold of the Air Force, and I think General Eisenhower. | Mr. 

Mr. Harpy. So, then, the five-star personnel who are not fully as- | 80 








signed might be either on active duty or retired ? ene 
General Hickman. Yes, sir. Arthw 
Mr. Courtney. May I law th: 
Mr. Hésert. M Mr. | 
Mr. Courtney. Go ahead. Gen 
Mr. Héperr. May I say this now. This is the answer to the ques , Mr. 


tionnaire of Sperry- Ran in connection with retired officers. Gene 
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, All contractors, as you all know, were submitted questionnaires, and 
| also submitted questionnaires to be supplied to retired officers, to fill 

in for the committee. 
Sperry-Rand followed through and did submit these to retired 


officers. Here is a note in connection with the retired officers whom 
they list here. 


> 
ve 


r- The name of the chairman of the board of directors of Sperry-Rand Corp., 
\ Douglas McArthur, General of the Army, is not included in this list. General 
McArthur, by law, remains on active duty at all times. 


Tam sure that the Sperry-Rand people have some competent lawyers 
overthere. [Laughter. ] 
Here, John. 
Mr. Gavin. He should have added, “subject to recall.” 
Mr. Héserr. If he is on active duty, then he comes under the regu- 
to \ lations—would you say that? If he is on active duty, mind you. I 
am not asking you to — with the interpretation. 
ir General Hickman. Sir, I don’t have any feeling at all that Gen- 
y, | eral McArthur would violate any law. 
Mr. Hésert. Oh, we are not saying that at all. We are not even 
| suggesting that. We just want to know what the law is. Of course, 
rot | heisn’t. 
But, again, in the Sperry-Rand reply to the questionnaire, they 
on- { submitted all retired officers and made a special note, as I just read 
be , to you, on the position of General McArthur, that he was on active 
ley 


duty. 

Senora Bradley, testifying before this committee, said he was on 
active duty without assignment. 
the | Now, I don’t know any other Army officer who has five stars. 
General Hickman. General Marshall. 
Mr. Hépert. Oh, General Marshall, yes. Of course, he is not active 
' now. I mean he is—— 

Mr. Gavin. We certainly all know that General McArthur—that 

_ Sperry-Rand may say that, but we know h is not on active duty. He 
| ison active duty—he is an independent, subject to call. But certainly, 
not at this time, you wouldn’t consider him on active duty, would you? 

Mr. Hésert. | am only reading the law. 





ned 


1. 





yon Ext 
af. | Mr. Gavin. I know you are reading the law, and reading into the 
ynto | law. c 
| Mr. Héperr. I am not reading into the law at all. 
der- Mr. Gavin. The facts are that he is not on active duty. 


tive | Mr. Héperr. The facts are that he has no assignment on active duty. 
| Mr. Gavin. That is right. 
_ Mr. Héserr. Whether he is on active duty or not has not been 
case | determined. 
wer, , Mr. Gavin. And that goes for all retired officers in a similar cate- 
yas gory. They are subject to call. 
| eneral Hickman. My colleague points out, sir, that General Mc- 
Arthur had retired in 1935. And that is probably the reason in this 
law that was just read, where there was a referral to the retired—— 
Mr. Hépert. He was retired and called back to active duty. 
General Hickman. Yes, sir. 
ques: | Mr. Héperr. That is the fact. 
General Hickman. Yes, sir. 
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Mr. Hésert. He was retired and called back to active duty. 

Now, whether he has asked to go on retirement since then, I don‘ | 
know. That is what we are trying to find out. I can only go by the | 
testimony and what the law says. | 

And I am just trying to find out what is the application of the law 
to all active duty people. 

General Hickman, I think 

Mr. Gavin. Well, I would say that we have exploited that now. The 
Judge Advocate General is going to give his interpretation of the law, | 

Maybe we can ask a question or two now, if you are through on that 
subject ? 

Mr. Hésert. If it can contribute to the hearing, I will be very glad 
to hear it. 

Mr. Gavin. All right. 

Mr. Secretary, I would like to ask you whether or not—what js | 
your opinion on the cooling-off period ? 

Secretary Mirton. I find myself in great conflict, within myself, 
when it comes to a cooling-off period. And I know that that is one | 
of the pertinent issues that is involved here. Sometimes I find that I | 
am opposed to a cooling-off period, because my experience has been that | 
in the majority of cases—and I have never heard anyone question | 
that—that you are dealing with people of the highest honor and | 
integrity. And, therefore, on this premise, I say, well, certainly, if | 








they siappes out today and took a job tomorrow, it would be in- 
conceivable to me that they would do anything that was unjust and 
dishonest. 


On the other hand, I fully realize that you have got to avoid not 
only evil but an appearance of evil. 

And I fully realize, too, that friendship and association causes per- 
sonal relations which could influence. And, therefore—and realizing 
that confidence is a great part of this great democracy of ours—I feel 
like that we have to create that feeling of confidence and, therefore, | 
I am inclined to think that we ought to have a cooling-off period to 
avoid any appearance of evil. 

Then when I go further in my analyses, I weigh the amount of time 
that ought to be involved, as to just how long you ought to go before 
a man could make contracts back with defense officials with regard to | 
contracts. | 

I find myself at variance. Sometimes I think 1 year would do it 
and sometimes 2, and maybe a little more. I am perfectly open on ) 
that. 

Then, furthermore, I go to my concern about the younger fellows 
that I have just been talking about, who is only drawing $350 a month | 
retirement. And I say if he has to wait 4 or 5 years before he can 
get a job for which he is qualified, I just wonder if we ought to deny, 
him that right. 

Then I also get into the area of the Reserve, which the Congressman 
knows I have been tremendously interested in for a long period of 
time. And I think of the reservist who has gone 20 years for retire- 
ment and he puts himself then in just about the same position as 4 
Regular, because he has had an awful lot of contact. 

ut all of our reservists don’t fall in that category. Some of them, 
are in for 2 years, and some are 3. Therefore, I say that maybe that 
area ought to be considered. I am inclined to think—— 
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Mr. Gavin. Just a minute, until this other conference is over, and 
‘ | then I can hear you. 
nt | Mr. Héserr. Let’s end it now. 
he { Mr. Harpy. Permit me to apologize to the gentleman. I will leave 
the committee, if you care to. 
aw} Mr. Gavin. Not under those circumstances. ; 
I would be glad to have my very good and able associate with me. 
I was unable to hear the witness. 
‘he | (Addressing witness:) Therefore, if you will proceed now? 
Ww. Secretary Miron. When I weigh all of these—and I have just gone 
hat | back to say that when I find myself arguing these various points, 
Iam rather inclined to think that a certain cooling off period may 
lad | je desirable. 
| Mr. Gavin. Then you talk about the younger officer who may be 
. | only receiving $350 a month on his retirement. If you made an 
E18) exception, again you would be discriminating—see. 
Secretary Minron. That is right. 
elf;; Mr. Gavin. Where are we going to draw the line?’ That is the 


one | point that I would like to explore. 

at I Secretary Mriron. Mr. Gavin there is no one that appreciates the 
hat | complexity of this any more than your humble servant, who is sitting 
100 | in front of you. 

mt Mr. Gavin. Then, again, on the older retired officers: Say they 
sl" graduated from the Academy in their 20’s and they put in 30 years 
re ofservice. They are comparatively young men. 

~ Secretary Miuron. That is right. 

det Mr. Gavin. Now, if it is mandatory retirement, which in many 


instances it is—we have to take care of the younger officers that are 
>| coming along. In the interim, if a man, say, 52 or 53—what is he 
Pet’ | going to do if he has to wait 2 years in the interim before he is able 








fed to secure employment because of some governmental law or regula- 
fore tion? It isa question that should be 


a6 ' Secretary Mitton. It isa grave question. 

| Mr. Gavin. And you—having vast experience in personnel, I would 
tims just like to have your opinion. Can we write such a law, or how 
fore should we pursue it? How do you think we should approach it? 
“d to| Secretary Minton. Well, I doubt whether you ought to have a law. 

Ithink it can be handled by regulations. 

jo it, _,. think one strong point is the promulgation of a very strong code 
ae of ethics, which I think already exists. Actually, our experience has 
| been that we have had very, very few cases of where men have ever 
lows| been accused of unethical practices. ay 
onth| , 1 think we can truthfully say—we have only had about four mili- 
can, “ty cases, isn’t that right, as far as you could go back? 
deny eneral Hickman. A|l the reported cases. 

' Secretary Mitton. All the reported cases. Of course, that doesn’t 
sman Meanall of them. 
5d of General Hickman. Under the statutes, j ust four. 
ties. Mr. Gavin. Then let me have your opinion—say, for instance, a 
“asa ™an_is about to retire and he is in Procurement. Do you think he 

should be discriminated against, because he happened to be in Procure- 

them. ment, from obtaining a position on the outside after he retired ? 


> that 
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Secretary Minton. If we do that, then you are going to have, per se, 
in the Active Army, people avoiding the procurement field. That 
inevitably is going to follow. ‘ 

Mr. Gavin. Well, when all is said and done, whether he is in Pro. 
curement or he is a managerial director in the background, they are 
all selling. 

Secretary Mitton. I would have to—— 





Mr. Gavin. They are all trying to reach an objective. So I can't | 


see that an officer who is in the upper echelon, possibly in the upper 
echelon of a company, is in any different position than the man that is 
in procurement. Because he is directing in the background. He is 
not out there with the order book, taking the order. But nevertheless, 
it is a coordination of the entire group into a team to reach their objec- 
tive, and that is to sell a particular piece of aircraft or a weapon or 4 
missile. 

So, where the discrimination should come—we have had this matter 
of people being in procurement—where we should draw the line, if any 
line should be drawn, on any particular individual for the part that he 
has played or work he has done in any branch of defense ? 

Secretary Minton. I fully realize that. And I certainly agree with 
vou that you can’t draw a line. I have never been able in my own 
thinking to draw a line between actual selling and negotiating for 
sales or contracting for sales. As you say, you have one objective. 


It just points up, Congressman Gavin, that it is pretty difficult to. 


legislate morality and ethics. 

Now actually, I would feel that if we just didn’t have to have any 
cooling off period and could rely entirely upon the integrity of the 
individual, even though you are going to have one or two or three or 
four of these cases spring up, that maybe that is the proper approach. 

Mr. Gavin. Getting back to the other subject of advertising, the 
representatives from the Department of the Army did say that they 
gathered together to discuss possible advertising programs, and | 
forth. 

And I know you wouldn’t know, but do you think that is a general | 
practice in the Department of the Navy and the Air Force and the | 
other branches of the service, to discuss—and if it is embarrassing to | 
you, I wouldn’t answer it—whether or not they all participate in sit- | 
ting down around the table and discussing programs of advertising! | 
The Army just happened to come up and say they did. I don’t want | 
toembarrass you. But the question I would ask is whether or not it is , 
not a general practice, with the Navy discussing, too, programs and 
the Air Force discussing programs of advertising on particular air- 
craft or weapons or missiles, the same as the Army. The Army just] 
happened to say yes, they did—see ? 

Secretary Mitton. Of course, I can only testify to the fact. that we| 
do this inthe Army. I do not know what the Navy and the Air Fore 
do, but I wouldn’t be a bit surprised if they don’t do something. 

Mr. Gavin. I don’t know, either. . 

Secretary Miron. Something the same way. 

Mr. Gavrn. I have no further questions. 

Mr. Héserr. Mr. Hardy. 
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Mr. Harpy. Mr. Chairman. I want to return for the moment to 
this discussion we had a while ago about five-star officers and their 
status. 

Now, if I understood this statute, yg they are eligible for 
retirement or to stay on active duty. And I believe, General, you 
indicated that you thought that they would have to initiate action to 
retire themselves. 

General Hickman. It was my understanding. Although { am not 
sure about General MacArthur, who had already retired when World 
War II came on. He was recalled to active duty from a retired status 
and so remained until restored to the active list under the five-star 
statute. 

Mr. Harpy. Let me ask you this. Wouldn’t there be considerable 
difference in the emoluments which would pertain to an officer on 
active duty or one who was retired in the same rank ? 

General Hickman. In the absence of special legislation, certainly, 
yes, sir. 

Mr. Harpy. So that— I never heard of a retired officer having an 
office in the Pentagon, for instance. And your active duty five-star 
officers do have offices over there don’t they ¢ 

Secretary Minton. Yes. 

General Hickman. I don’t know, sir. 

Mr. Price. Let me help the gentleman out there. They have offices 
wherever they choose to have them. 

Mr. Hésert. Wherever they say they want to have them. 

Mr. Price. Including having them on military installations. 

Mr. Hesert. Yes. 

Mr. Harpy. And they have staffs. 

(ieneral HickMAN. Yes. 

Mr. Harpy. Certain staff personnel. 

General Hickman. They are authorized staffs, too. 

Mr. Harpy. Yes. But as active duty officers, or as retired officers ? 

General Hickman. Active duty, lam sure. 

Mr. Harpy. That is the question. That is one of the things that I 
think we need toexplore. 

Now, I wanted to comment also on a certain point Mr. Gavin was 
developing a moment ago. 

Now, there has been a great deal said about the high integrity of 
our officer groups. And I certainly subscribe to that, and I think the 
country is awfully fortunate in that regard and the code of ethics 
they live by. 

But one of the things that I think sometimes bothers some of us is 
the fact that there have been so few cases—you pointed out, Mr. 
Secretary, that there had only been four cases that you knew of 
where there had been action taken against an officer for violating the 
code of ethics. I presume that is what you meant? 

Secretary Minton. No. These were violations of the statutes. 

Mr. Harpy. Violations of the statutes. 

Secretary Mitton. Yes, sir. 

Mr. Harpy. Well, now actually—I didn’t know that we had even 
had that many —four cases, for violations of the statutes. Relating to 
selling, was that what it was 

General Hickman. May I make a comment, there, sir? 
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There were three of these four that were involved in—or all four 
18 United States Code, which relate to bribery and graft. 


Mr. Harpy. What disposition was made of those ? 
General Hickman. They were tried in Federal Court. I dont 





know—— 

Mr. Harpy. There weren’t any of them tried by court-martial, then} | 

General Hickman. None of these were, no, sir. 

Mr. Harpy. Has there ever been one, to your knowledge, where 
there has been a trial by court-martial ? 

General Hickman. Oh, I am sure there have been some bribe 
trials by courts-martial. But whether or not it was outside the~ 
activities outside the service, I couldn’t say offhand. 

Mr. Harpy. Now we have had some testimony with respect to re- 
tired officers, and it has been pointed out that you don’t need any 
special legislation with respect to them because they also are subject | 
to recall and court-martial. 

Now do you know of any case where a retired officer has ever been | 
recalled and court-martialed, for an action in the line that we have 
been discussing here ? 

General Hickman. There was one Navy admiral that was recalled, | 
but I am not—it was for some extreme dereliction. I have forgotten | 
just what the offense was. I don’t know of any. And it is a difficult | 
field today, as to wether or not the Supreme Court might not well say 
that we had no authority to try them by court-martial. 

Mr. Harpy. My point is simply this. And I don’t want to impugn 
any action at all or suggestion that there is anything but the highest 
integrity wir noe 3 our military personnel. But I must observe that I 
think if we look at the press, we find more members out of the clergy 
that have been prosecuted for misconduct than officers in the military. 

I am not too sure what our adherence to a code of ethics implies, if 
we are going to police ourselves. 

Now, in other words, I am afraid sometimes we are talking about 
it too much. I don’t question it is high. And it is. And thank God | 
for it. But I get bothered a little bit when we brag too much about it. 
And I wonder whether maybe we are a little lax in looking at these 
things and enforcement. 

General Hickman. Well, if you are implying that we don’t try 
officers of the Army by court-martial 

Mr. Harpy. No, sir; that isn’t the point at all. 

General Hickman. That is not true at all. 

Mr. Harpy. But in connection with the matters that we have been 
concerned with, it has been stated in the previous testimony that there 
never had been a retired officer called back and court-martialed, al- | 
though he is subject, I believe, to court-martial procedures for miscor- | 
duct or conduct unbecoming an officer. | 

General Hickman. It is a civil type of offense. It is an offense that | 
is under the jurisdiction of the Department of Justice. The man has 
already returned to civil life. And an appropriate forum would bein | 
a Federal Court of the United States, rather than by court-martial. | 

Mr. Harpy. Well, that—I don’t want to belabor that one. 

Now I want to explore one other avenue, Mr. Secretary. Because! 
think, the point that you made earlier, that we must utilize the serv- 
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ices, the abilities of these people when they retire. And I think it is in 
the national interest. e must find a way to do it, We shouldn’t 


dissipate all of these talents. 
Now, it has been testified that some companies deliberately set out 
to buy the experience of competent military personnel. I am not 


criticizing it. I am just talking about the fact that the practice 
exists. 

Now, there was a question in my mind as to whether—and I raised 
the question with one of the witnesses the other day—he wouldn’t be 
just as well served if a military officer was served to him instead of 
retiring and being employed. Now couldn’t we overcome some of 
these conflicts if we found a procedure of that kind? Now is there 
any reason why a competent military officer couldn’t serve his com- 

any and his Nation just as well if he were assigned to a contractor 
ll defense work and be retained on active duty ¢ 

Secretary Minton. Well, Mr. ve my reply to that would 
somewhat along this line. When you have one company seeking the 


 grvices of one of these highly talented individuals, you find that there 


are several companies seeking it. And then I, certainly, if I were 
handling manpower, then there would be the question as to which 


company to assign him to. 

Mr. cals ll right. Now under the present system, there is 
competition for him and the man that pays him the highest pay 
apparently is the one that gets him; is that right? 

ecretary Mitton. Oh, that generally is true; yes, sir. 

Mr. Harpy. All right. Now where would the Nation’s interest be 
better served, by it being put on a strictly dollars and cents basis or 
by the assignment by eee people in the Department of Defense 
who can determine where he will serve best ? 

Mr. Gavin. Would the gentleman yield? 

Mr. Harpy. No, just a minute. Let him answer. 

Mr. Hésert. Let him answer. 

Secretary Mirton. Well, I certainly would dislike being vested with 
the responsibility—— 

Mr. mon Well—— 

Secretary Mitton. Of saying where he ought to go in private in- 
dustry. It would seem to me like that would open up so many con- 


| flicts. I think then you might accuse me—I am not saying you would, 


but if I were in that position, then you would accuse me of favoring 
certain industries. 

Mr. Harpy. Now, Mr. Secretary, actually in a great many cases we 
go out and select the company and negotiate a contract with that com- 
pany and we base our pay for that contract, the value of that contract, 
on the cost. Sometimes it is a CPFF contract; in which case we are 
going to pay the salary of the retired officer that has been employed 

y the contractor, indirectly. 

Secretary Mitton. That is right. 

Mr. Harpy. Because we pay it in the price of the contract. 

Secretary Mitton. Yes, sir. 

Mr. Harpy. Now, why couldn’t that officer perform just as well 
if he were assigned and still on active duty as he could if he were 
working for that company? Now we are paying his salary anyhow. 
It is charged in the price of the item we are buying. 
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Secretary Mirron. Oh, Mr. Hardy, I would have to think that one \ the: 


through pretty thoroughly before I could give you an answer to it. | that 
My opinion right now is that that is an area that we ought not to M 
get into. G 


Mr. Hess. I might say right there, Mr. Secretary, that during the |  defi1 
war I happened to be on the old Naval Affairs Committee. <A bill | atth 
was brought in by the Navy Department covering that subject, and Bi 
the committee tabled it. to W 

Mr. Harpy. That doesn’t make any difference. Maybe the Naval {_ his : 
Affairs Committee was wrong. I don’t know whether this is the right _ cont 


idea or not. [Laughter. ] goin 
Mr. Harpy. I am trying to explore it. M 
As a matter of fact, Congress has done many things in the past | side1 
that wasn’t well advised. And we are going to do so in the future, Ge 
And I hope we can find a solution to this one. M 
Secretary Miuron. I think your words ought to be weighed. And | mari 
I will weigh them. cont! 


Mr. Harpy. I am not suggesting that this is carefully thought out. | office 
It isn’t. But I would like to explore it. And I would like to know Ge 
why—actually, maybe we might have a separate corps of these retired M 
people and put them under some sort of civilian employment, where | confl 
there would be no Dual Compensation Act apply. And assign them | wea 
to the areas—assign them to the company that wanted them, and In 
where somebody had an opportunity to see whether they would make | CPF 
the most contribution to the defense effort. And that is what we are | tion, 
concerned with, isn’t it ? Ge 

Secretary Mirron. I gather from your remark that you are im- that } 
pinging somewhat on the thought Mr. Courtney was expressing, that 
maybe retired personnel ought to be considered separate from civil | very 





service and the military. that « 
Mr. Harpy. It might be. I don’t know, but that may be another ap- | — Ge 
proach. We have had some discussions about that possibility. ' work 
But there are several areas in here that I think we ought to explore. Mr 


Now as a matter of fact, might it not be a good idea to permit! Mr 
selection and assignment of available personnel by companies who| Mr 
were successful in getting competitive—successful competitive bid- | Mr 
ders on defense items? Maybe we should pay for them a little,| Depa: 
instead of concentrating on letting these folks who are getting the | to cor 
negotiated contracts grab off more competent personnel. | that } 

In other words, are we being fair to the people who are bidding | you ¢ 


competitively ? assign 
Secretary Mirron. Well, we will have to weigh that one. We will. I pi 
General Hickman. Mr. Hardy—— is it? 
Mr. Gavin. Will the gentleman yield ? Sec: 
Mr. Harpy. Did you have a comment, General ? Mr. 


General Hickman. Yes, sir. | Sec 
| 





It seems to me that one troublesome area there in your—— Mr. 
Mr. Harpy. There are a lot of troublesome areas. that w 
General Hickman. In your proposition | you as 
[ Laughter. ] some 
General Hickman. Is just where the interest of the Government) would 
ends and the interest of the corporation begins. | May 


Now, actually, we may well have, the Army or any one of the; ment < 
services may well have some people that are working directly with | 
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the corporations while the contract is going on, such as the inspectors 
that are inspecting the output. 

Mr. Harpy. Iam not talking about that kind. 

General Hickman. No, I understand you are not. And they are 
definitely military personnel that are required for our side of looking 
at the contract. 

But on the other hand, if you are going to throw a military man in 
to work for the corporation, are you going to prescribe the areas of 
his activities? Are you going to hinder him from working with 
contracts that have nothing to do with the Government? Are you 
going to just sluice him into this area ? 

Mr. Harpy. Well, now, of course, those things all come into con- 
sideration. 

General Hickman. Yes, sir. 

Mr. Harpy. And they are complications. But I was thinking pri- 
marily in terms of these people who are working for holders of CPFF 
contracts and where you will find the entire salary of the retired 
officers is being charged to that contract. 

General Hickman. Yes. 

Mr. Harpy. Certainly in an area of that kind, there wouldn’t be any 
conflict of the nature you just brought up. If there is, why, then, 
we are now paying for something we are not getting. 

In other words, if we pay the salary, that is being covered by the 
CPFF contract, and he is performing other services for the corpora- 
tion, we are not 

General Hickman. I am just pointing out another area in the field, 
that you can’t subdivide the man. 

Mr. Harpy. You do know that under CPFF contracts there is a 
very definite indication of the salaries which are being paid under 
that contract. And sometimes you have the entire salary 

General Hickman. It certainly would be proper, if that is all the 
work the individual was doing. 

Mr. Harpy. That is right. 

Mr. Gavin. Will the gentleman permit an observation ? 

Mr. Harpy. Thank you,Iamthrough. Yes, I yield. 

Mr. Gavin. If any department head of Government or any Defense 
Department would have the privilege of assigning any of these officers 
to companies and maybe four or five of them would be bidding for 
that particular individual who had experience, was well qualified, 
you certainly would be subject to criticism, no matter who you 
assigned. 

Ag presume that is a responsibility that you wouldn’t want to take; 
is it ? 

Secretary Mitton. That is right. 

Mr. Gavin. What? 

Secretary Minton. That is my reaction to it. 

Mr. Gavin. It would only be a short time, if any such regulation as 
that were adopted, that there would be another investigation as to why 
you assigned the particular individual to a particular company over 
some other company. You would really have a situation there that 
would cause people to wonder. 

May I ask the Secretary how long you have been with the Depart- 
ment of Defense ? 
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Mr. Hess. Army. 


Mr. Gavin. I mean Department of the Army, or with the Defense | 


Department. 
ecretary Miron. Mr. Gavin, I was recalled during the Korean 
emergency, in uniform. I came here in 1951 and then, in 1953, I was 





appointed Assistant Secretary in charge of Manpower and Reserve, 
en last year I was made Under Secretary of the Army. 

Mr. Gavin. Well, I just want to comment, Mr. Chairman, that over 
the years my very good and able friend, you have turned in an out, | 
standing performance and a record of which you can well be proud. 

Secretary Mirron. I appreciate that, Mr. Congressman, very much, 

Mr. Hésert. Mr. Courtney, you have a question. 

Mr. Courtney. General, I have just one question. 

Secretary Mirron. Thank you, sir. 

Mr. Courtney. Now, when we were discussing the restrictions on 
active duty officers, I think we reached the point where you said the | 
restrictions were contained for all practical purposes in the regula- 
tions. You were pointing to the regulation which is on pare A-20, | 

Now, just one further question. The Department of Defense | 
regulation makes a distinction in the use of military titles between 
active duty personnel and inactive duty or retired personnel. 

General Hickman. Yes, sir. 

Mr. Courtney. In the latter case, the use of the title is permitted 
in commercial enterprise. On the other hnad, in the regulation to | 
which you have just referred, where you permit active duty personnel 
to participate in commercial businesses within the limits of that regu- 
lation, you restrict the use of the military title in that commercial 
business. 

Now, why should there be a distinction ? 

General Hickman. I suppose it is largely a question of policy— 
in the policy field, that the Department would not want titles to be 
used by an individual on active duty because it might give some indi- { 
cation that the Department was favoring or otherwise treating spe- 
cially the particular commercial activity in which the active duty | 
man was using his title. 

Mr. Courtney. Well, then, how do you think there would be any | 
distinction for all practical purposes between that situation and the 
situation in which a retired officer uses his title as an officer or repre- | 
sentative of a corporation doing business with the Defense Depart- | 
ment? If it is ethical in one instance, why is it unethical in another! | 
What is the distinction ? 

General Hickman. I wouldn’t say it is a question of ethics. It is 
a question of not wanting to give any apparent Army approval to) 
the activity of the active duty officer who is, let’s say, on the board | 
of directors of the United Services Automobile Association. 

Mr. Courtney. Well, of course, a biblography or a history, a short 
history of individuals, is common within and without the services— 

General Hickman. Yes. 

Mr. Courtney. Active and inactive. 

General Hickman. Yes. 

Mr. Courtney. But this is different from a “Who’s Who.” This 
is different from the identification of members of a board of directors. 
But = the case of the active officer, you forbid specifically the use 24 
a title. 
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Now, if you don’t agree that it is a matter of ethics, it is a matter 
of policy. And then I ask you as a matter of policy why would the 
same person upon retirement be permitted to use his title in behalf 
of a commercial enterprise? If he associates the commercial enter- 
prise with his title, he must do it for some reason. Isn’t that right? 

General Hickman. I think, again, as a matter of policy, the De- 
artment wants to interfere as little as is proper with the people who 
we retired and gone into civilian practice. 

Mr. Courtney. Well, doesn’t the Department go a little farther, 
General? Doesn’t the Department say that he may specifically—the 
military title may be used in a commercial enterprise. If so, why is 
that a sound policy in one instance and not in the other? 

General Hickman. I have no further comment, Mr. Courtney. 

Mr. Courtney. What, then, is the position of the Department—if 
ou are not prepared to answer at this time, speaking now for the 

partment of the Army, with respect to the use of military titles in 
commercial enterprises—would you like to respond to that at some 
time later, rather than answer it on the spur of the moment ? 

Secretary Miiron. Later. I would ask that, Mr. Courtney—if we 
could. 

General Hickman. We are carrying out a Defense Department di- 
rective. And I never really addressed myself as to the “why.” It 
is something like the soldier. When you are told, why—if it appears 
to be a legal order, you go ahead and do it. 

Mr. Courtney. I am not suggesting there is anything illegal about 
it. 

I say the departmental regulations so provide, that the inactive 
officer may and the active officer, doing the same thing within certain 
restrictions, may not. 

Now, why the distinction? And what is the position, as a matter 
of policy, and considering the questions that have been raised during 
the course of these hearings, as to whether or not this is appropriate, 
proper, and ethical ? 

General Hickman. Right. 

(The information referred to is as follows :) 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washingon, D.C., September 8, 1959. 
Mr. F. Epwarp HE&seErt, 
Chairman, Subcommittee for Special Investigation, House Committee on Armed 
Services, House Office Building, Washington, D.C. 

Deak Mr. Hépert: Reference is made to your request for information as to 
the use of military titles in connection with commercial enterprises by members 
of the Army when on active duty as well as when retired or otherwise not on 
active duty. 

Department of Defense Instruction No. 1344.4, June 19, 1956, and paragraph 
12, Army Regulations 600-10, prohibit their use in connection with commercial 
enterprises by members of the Army when on active duty, and authorize such 
use when retired or otherwise not on active duty. Title 10, United States Code, 
section 772(e) (originally enacted as sec. 2, act of June 21, 1930 (46 Stat. 793) ), 
authorizes persons not on active duty who served honorably in one of the serv- 
ices during time of war to bear the title of the highest grade held during their 
war service. So it is that the Congress has conferred on retired military per- 
sonnel, beneficially and without restriction as to use, a right to use the highest 
Military title attained in wartime. Although regulations which would prohibit 
honwartime personnel not on active duty from using their military titles 
would not be contrary to section 772(e), it is considered that such regulations 
would be discriminatory. 


44112—-59-_59 
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It has long been the view of the Department of the Army that military titles 




















of active duty personnel are conferred solely for military purposes and that | Se 
their use in connection with commercial enterprises may subject both the ip. coun 
dividual and the service to unfavorable criticism. 

I trust that the foregoing provides the information you desire. day. 
Sincerely yours, Nav} 
GrorGE W. HIcKMAN, Jr., Or 

Major General, U.S. Army, subec 

The Judge Advocate General. then 

Mr. Courtney. I have no further questions. appe 
Mr. Gavin. Mr. Counsel—or General, how would you approach h 
that? Then anybody with a title in civilian life, too, could be ques. | mitte 
tioned, as to whether or not he would have the right to use—he may be | _ tions 
a vice president of some company and he uses the term “I am a vice Iv 
president.” the h 
How could you approach something that is a question of whether | my d 
or not anybody had the right to use a title that they have earned!) tobe: 
Whether he is a lieutenant general or whether he 1s a colonel, or | oes 
whether he is a vice president, or what he is. of th 
I don’t know how we could get into that field of restricting. Iam | builti 
just exploring it myself. | "a. 
Mr. Courtney. I don’t want—— | me by 
Mr. Gavin. In that area, where you could challenge anybody for | have 
any particular title that he might acquire or earn over the years. | My 
Mr. Courtney. I just wondered—lI don’t want to be facetious, but | mitte 

I just wondered how a business card would look with the name ofa{ As 
former Member of this body, “M.C., Retired”—what implications | sent « 
would be carried on that, as against a card which says, “I am Director | cases 
of Plans and Programs for a very large defense contractor, U.S.A, | prohii 
Retired.” Fur 
That is all. be col 
Mr. Hésertr. Thank you, General, very much. mittee 
The next witness. | _ The 
Mr. Courtney. Mr. Bantz is here for the Navy Department. | law a 
Secretary Mitton. Mr. Chairman, thank you very much. todos 
Mr. Héserr. Thank you very much, Mr. Secretary. We hope that The 
this booklet which we have compiled will be of help to you. officer: 
Mr. Courtney. Again, Mr. Secretary, our very sincere thanks for I be 
this very fine compilation. retirec 
Secretary Minron. Thank you. violati 
Mr. Hépert. The next witness, Mr. Courtney. The 
Mr. Courtney. Mr. Chairman unifor 
Mr. Hésertr. The committee will be in order, please. consid 
Mr. Secretary, you have a prepared statement ? Sho 
Secretary Banrz. Yes, Mr. Chairman. best ir 
Mr. Hérerr. You may read it without interruption. And the} Perod 
committee will then question you. or enc 
’ Defens 
STATEMENT OF HON. FRED A. BANTZ, UNDER SECRETARY OF THE, I re: 
NAVY the coi 
sonal] y 
Secretary Banrz. Allright, sir. period. 
Mr. Chairman, and members of the committee, I am Fred Bantz,| this eo 
the Under Secretary of the Navy. Mr. Franke regrets that his absence| The 
from the country made it impossible—— | the cor 


Mr. Hévert. Let there be order, please. 
All right, Mr. Secretary. 
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~ | Secretary Banrz. Mr. Franke regrets that his absence from the 
in | eountry made it impossible for him to appear before the committee to- 
day. 1 appreciate the opportunity given to me to make known the 
Navy’s views on the subject of conflicts of interest. 

On the first day of your hearings, Mr. Hébert stated that it was the 
subcommittee’s purpose to ascertain the facts in this unclear area and 
then to attempt a clarification of the ground rules if such clarification 
ap years necessary. : ; 

The Navy is in full agreement with the stated objectives of the com- 
es- | mittee. Indeed, we have a special interest that existing discrimina- 
be | tions applying only against officers of the naval service be eliminated. 
ice I would like to say at the outset that I have the highest respect for 

the honesty and integrity of officers of the naval service. In all of 
her | my dealings with them since I came to Washington I have found them 
dd!) tobe men of character and ability. 

or | I believe codes of ethics and honesty are built into the character 

| of the officers in our Armed Forces, and I do not believe that these 
am | builtin high standards of conduct leave them upon retirement. 

, [have never been conscious of influence being brought to bear upon 

| me by retired officers. Had I been conscious of such an effort I would 
for | have resented it just as do officers on active duty in the service. 

| My experience in this regard is in accord with testimony this com- 
but | mittee has already heard from Deputy Secretary Gates. 
fa{ As the committee has been informed, the Navy Department has 
ons} sent questionnaires to some 4,300 retired officers and found only 5 
‘tor | cases which appeared to be in violation of the present statutes which 
A, | prohibit selling supplies or war materials to the service. 

Furthermore, I H not believe that any of these five cases would 
be considered a flagrant violation of the kind with which this com- 
mittee is concerned. 

The Navy Department does not, of course, condone violation of the 
| law and has investigated every probable violation. It will continue 
| todoso. 

that The Navy Department, moreover, will also continue to advise retired 
officers on the prohibitions and sanctions both of law and regulations. 
for I believe the fact that we have consistently given such advice to 
retired officers accounts at least in part for the very small number of 
' violations. 

| The Navy Department is in favor of having laws and regulations of 
uniform application to all services with respect to the problem under 
consideration by the committee. 

Should this committee, when all the evidence is in, decide that the 
best interests of the Government would be served by a cooling-off 
the | Period, we would suggest restricting the prohibition to direct selling 

or endeavoring to sell products or services to the Department of 
Defense. 
THE; [I realize that the exact language is troublesome but I am confident 
the committee and its lawyers can develop such language. I per- 
sonally would choose a 2-year time limit for such a cooling-off 
period, and I gather from reading the testimony of witnesses before 
antz, this committee that 2 years is the general consensus. 
ence| The Navy strongly recommends that any new legislation which 
| the committee drafts should not deny to the defense effort the con- 
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tribution which many retired officers can make, and indeed are now 
making. Many of them are engaged in what has come to be known as 
technical liaison between defense contractors and the Department of 
Defense. 

The Secretary of the Navy forwarded to the committee a few weeks 
ago an opinion of the Judge Advocate General, in which I concur, that 
oe recognition to the distinction between technical liaison and 
selling. 

ry Ward is the author of that opinion, and he is here with 
me as a supporting witness. 

Under present law the Federal Government has already effectively 
deprived itself of directly utilizing the seasoned talents of these 
highly trained men by reason of the dual employment and dual com- 
pensation statutes. 

Admiral Radford, for example, a distinguished naval officer who 
has held the highest military office in the country—Chairman of the 
Joint Chiefs of Staff—is precluded from practically all Federal em- 
ployment. Even if he managed to come under one of the few spe- 
cific exceptions as to employment, he would have to make a great 
financial sacrifice because of the Dual Compensation Act. 

Many officers, and I understand you have had several so testify 
before you, would have preferred to take Federal employment had 
it been possible under the law. 

The Navy Department and the Department of Defense have con- 
sistently favored the repeal of both the dual employment and dual 
compensation laws. 

Similarly, the Navy Department would not be in favor of new 
legislation so restrictive that the defense effort would be denied the 
indirect utilization of the skills of retired officers in weapons de- 
velopment. 

I would also like to mention a basic safeguard which I found from 
personal experience to be very effective in eliminating the possibility 
of undue influence in the lettering of contracts. 

Before becoming Under Secretary of the Navy, I was Assistant 
Secretary for Material, and generally in charge of procurement for 
the Navy. I discovered that the Navy has many checkpoints in the 
procurement processes and many people through whom major con- 
tracts must flow to fruition. It would be practically impossible to 
exert undue influence on all of the people in the chain. 

As a businessman coming into the Navy Department, I have been 
impressed with the fact that contracts are awarded strictly on the 
merits and not on influence. 

The committee in its letter of August 11 to me has asked for the 
official position of the Navy Department in connection with certain 
detailed pieces of legislation and regulations. They have further | 
requested a point-by-point discussion of statutes and applicable regu- | 
lations. 

Because these matters are predominantly legal in nature, I would, 
with the committee’s consent, like to leave such detailed discussion to | 
Rear Admiral Ward, the Judge Advocate General of the Navy. | 

We are both here for such questions as the members of the com- 
mittee may have. | 


| 
| 
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Now, Admiral Ward has a fairly lengthy statement. 

(Mr. Hébert aside to Mr. Courtney.) 

Mr. Courrney. I just wonder, Mr. Chairman, if you would have 
time before the bells ring. 

(Mr. Hébert confers with Mr. Courtney.) : 

Mr. Covrrney. Would it be appropriate—there might be a few 
questions, Mr, Secretary, of you. , 

The House is now in session, which complicates things somewhat. 
There will be bells any moment. 

I know your statement is comprehensive, Admiral. 

Admiral Warp. May I suggest, sir, I don’t think it is necessary 
to read it to the committee. Because the Judge Advocate General 
of the Army and members of the committee have covered substan- 
tially all of that legal material. 

I thought I would just, at an appropriate time, mention any dif- 
ferences that exist. 

Mr. Courrney. Any differences between the laws affecting the 
Navy? 

Admiral Warp. Yes, sir. 

Mr. Courtney. And interpretation of laws? 

Admiral Warp. Yes, sir. 

Mr. Courtney. We might be able to do that, Mr. Chairman. 

Mr. Héserr. We will try to do what we can do. 

All right, John. 

Mr. Courtney. Mr. Chairman, first may we get-—— 

Mr. Hésertr. Admiral, you will file your statement, however, at this 

oint. 

Admiral Warp. Yes, sir. 

(The prepared statement of Admiral Ward is as follows:) 


STATEMENT OF REAR ADM. CHESTER WARD, THE JUDGE ADVOCATE GENERAL OF THE 
NAVY 

In your letter of August 11, 1959, you advised the Secretary of the Navy that 
you desired to have him discuss with this Subcommittee [for Special Investiga- 
tions] the official position of the Navy Department in connection with your cur- 
rent inquiry into the status under law and regulation of active and retired 
officers. 

You then listed several laws and regulations which you particularly desired to 
have discussed. 

I am very happy to have the opportunity to discuss these laws and regulations 
with you since I feel it will set forth in greater detail the Navy Department’s 
interpretations of our present laws and regulations. 


I. LAWS 


(a) The first section which you mentioned in your letter is 10 U.S.C. 3544(a). 
This statute is applicable to the Regular Army commissioned officer. 

In first reading it one’s attention is caught by the provision prohibiting their 
acting as paymasters or disbursing agents for the Bureau of Indian Affairs. 
The whole statute has an aura about it of the days of the wild west. 

Nevertheless in its provisions you will find the prohibition of employment by 
an incorporated company where such employment interferes with the perform- 
ance of military duties. 

This is doubtless the portion of the statute most likely to be applied today, 
and the nearest Navy equivalent is the next statute which you mentioned—10 
U.S.C. 6112 (a). 

(b) This provision relates to officers of the Regular Navy or the Regular 
Marine Corps other than retired officers and prohibits their employment by any 
person furnishing naval supplies or war materials to the United States. 
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There is a different concept of prohibition in this statute, but through Navy 
SecNavinst 1050.2 and the provisions of articles C-11101 of BuPers manual, 
which will be discussed later, any employment which interferes with the per. 
formance of military duties is also prohibited to officers on active duty in the 
Navy and Marine Corps. 

It might also be noted that the provisions of section 3544(a) (the Army active 
duty statute) carry no specified penalty, while for a violation of 6112(a) an 
officer of the naval service so employed is not entitled to any payment from the 
United States. 

(c) The following statute noted by you, 10 U.S.C. 8544(a) is identical with 
the provisions of section 3544(a), as made applicable to the Air Force. 

It is the position of the Navy that section 6112(a) should be repealed and that 
regulation and control of part-time employment of officers on active duty should 
be handled entirely by directives issued by the Secretary of the Navy. 

(d) Your letter next mentions the criminal provisions of title 18 U.S.C. which 
apply to “officers and employees of the United States” generally. The first of 
these is section 281. 

I realize that the Attorney General has listed this section as being a valid 
criminal prohibition, effective to prevent retired officers from selling to the 
Government through the department in whose service he holds a retired status, 

I think it is worth mentioning, however, that this section has not, to my 
knowledge, been tested in court insofar as it applies to retired military officers, 

My own personal opinion, speaking as a former law professor and as the 
Judge Advocate General of the Navy, is that if it were tested in court it would 
be declared not to constitute a valid criminal! prohibition. 

I believe that I can outline my reasoning on this subject for you very briefly. 
The proscription of the statute is against directly or indirectly receiving or 
agreeing to receive any compensation for any services rendered or to be rendered 
either by himself or by another in relation to any proceeding, contract, claim, 
controversy, charge, accusation, arrest, or other matters in which the United 
States is a party or directly or indirectly interested, before any department, 
agency, court-martial, officer, or any civil, military, or naval commission. 

Its coverage is general and it is primarily enforced by prosecution in the 
Federal courts. 

For a conviction it is provided that there may be a fine of not more than 
$10,000 or imprisonment of not more than 2 years or both, and a person con- 
victed shall be incapable of holding an office of honor, trust, or profit under the 
United States. 

The second paragraph of this section, however, exempts retired officers of the 
Armed Forces of the United States who are not on active duty from its provi- 
sions. 

This is consistent with the concept that no one may receive compensation for 
performance of official duties from anyone other than his employer, the United 
States. 

The exemption is, of course, proper, since retired officers not on active duty 
are not actively employed by the United States and they should not be subject 
to this provision. 

The next sentence, however, provides: 

“Nothing herein shall be construed to allow any retired officer to represent 
any person in the sale of anything to the Government through the department 
in whose service he holds a retired status.” 

You will recall that, under the terms of 10 U.S.C. 6112(b) retired naval offi- 
cers are not entitled to any payment from the United States if engaged for them- 
selves or for others in selling or contracting or negotiating to sell naval supplies 
or war materials to the Department of the Navy. 

I feel that reading these two statutes together makes it clear that 18 U.S.C. 
281 is not a criminal prohibition against selling to the Navy, but is rather a 
provision which was inserted to emphasize that retired officers are not, by the 
terms of this law, exempted from the operation of the other statute which pro- 
vides for the forfeiture of their retired pay while they are engaged in selling 
to the Navy Department. 

With regard to the entire coverage of 18 U.S.C. 281 as it relates to retired 
officers, the Navy Department favors its repeal and the enactment of a new 
criminal statute which is as clear and unambiguous as the committee staff can 
draw. 

Particularly, the ambiguity discussed above should be clarified. 











Na 
draft 
(e) 
again 
on ac 
The 
prose 
prose 
of his 
It : 
such 
Fo 
not n 
woul 
Th 
duty, 
const 
to ac 
any ¢ 
he ho 
for p 
State 
he ws 
Ib 
(f) 
State: 
any ¢ 
rectly 
The 
cours 
but al 
(9) 
retire 
emplo 
The 
servic 
Sin 
are n 
ment. 
Thi 
assigr 
ina] 
The 
who v 
The 
Gener 
same | 
It h 
when 
Interi 
of em! 
In 1 
Depar 
(h) 
provis 
Army 
maste 
Sect 
The 
indire 
the Q: 
allowe 
In o 
a littl 
compa 








t 


at 
ld 


ch 
of 


‘id 
he 


ny 
rs. 
he 
ld 


or 
ed 
m, 
ed 
nt, 


he 
an 
n- 
he 
vi- 
‘or 


ity 
act 


mnt 
nt 


es 





RETIRED PERSONNEL IN DEFENSE INDUSTRY 931 


Naturally, we would be happy, if you so desire, to work with the staff on such 
drafting at an appropriate time. 

(ec) The next section mentioned in your letter is 18 U.S.C. 283. This statute 
again applies to officers and enlisted personnel of the military services while 
on active duty since they are in fact officers or employees of United States. 

The section prohibits such a person from acting as an agent or attorney for 
prosecuting any claim against the United States or aiding or assisting in the 
prosecution or support of any such claim otherwise than in a proper discharge 
of his official duties. 

It also prohibits the receipt of any gratuity or any share of or interest in any 
such claim in consideration of assistance in the prosecution of any such claim. 

For a conviction the penalty is a fine of not more than $10,000 or imprisonment 
not more than 1 year or both. But for a specific exemption, retired officers 
would be subject to this general prohibition. 

The second paragraph of this section exempts retired officers not on active 
duty, but the second sentence of this paragraph warns that it shall not be 
construed to allow any such retired officer within 2 years after his retirement 
to act as agent or attorney for prosecuting or assisting in the prosecution of 
any claim against the United States involving the department in whose service 
he holds a retired status, or to allow any such officer to act as agent or attorney 
for prosecuting or assisting in the prosecution of any claim against the United 
States involving any subject matter with which he was directly connected while 
he was in an active duty status. 

I believe that these provisions are clear, 

(f) The provisions of 18 U.S.C. 484 prohibit any officer or agent of the United 
States from actively representing the United States in transacting business with 
any corporation, joint stock company or association when he is directly or indi- 
rectly interested in the pecuniary profits or contracts thereof. 

These provisions are consistent with the conflicts of interest concept and of 
course are applicable not only to officers and employees of the Navy Department 
but also to officers and employees of the United States. 

(g) 18 U.S.C. 1914 again includes officers and enlisted personnel including 
retired officers of the Navy within the terminology “Government official or 
employee.” 

The prohibition of this statute is against receiving salaries in connection with 
services for the Government from sources outside the Government. 

Since retired officers are not performing services for the Government they 
are not thereby prohibited from receiving other salaries outside the Govern- 
ment. 

This statute has a more limited coverage and is closely policed where the 
assignment of officers and enlisted persons in the service might place the person 
in a position such that his services might incidentally benefit other activities. 

The Comptroller General applied this law to Navy officers of the Medical Corps 
who were serving as interns in private hospitals. 

The hospitals gave the interns subsistence and quarters and the Comptroller 
General said this was compensation in addition to pay from the Navy for the 
same services and required reimbursement (30 Comp. Gen. 246). 

It has also prevented a Navy officer detailed to the Department of Interior 
when the United States took over the coal mines from collecting pay from 
Interior and an officer detailed to the Department of State for the construction 
of embassies from collecting pay from State in addition to Navy pay. 

In these cases the individual drew his Navy pay and the Interior and State 
Departments reimbursed the Navy for such pay. 

(h) The next sections referred to in your letter, 10 U.S.C. 3631 and 8631 are 
provisions relating to active duty officers of the Quartermaster Corps of the 
Army and officers of the Air Force engaged in procurement or sale of quarter- 
master supplies. 

Section 6112(a) of 10 U.S.C. is the nearest Navy provision on this subject. 

The Army and Air Force provisions prohibit officers from being directly or 
indirectly concerned in the purchase or sale of any article procured or sold by 
the Quartermaster Corps or taking and applying to his own use any gain not 
allowed by law for transacting business connected with the duties of his office. 

In other words, he could not be an agent for the supplier nor could he receive 
a little compensation on the side for placing his contracts or orders with certain 
companies. 
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In the Navy this is handled by regulation and is covered in the Navy Procure. 
ment Directive 40-301 which will be discussed later. 

(i) 22 United States Code 1764 was enacted as part of the Mutual Security 
Act of 1954. Its provisions are limited to the procurement of equipment, ma. 
terials, commodities or services under the Mutual Security Act and prohibit 
offering or giving any commission, payment or gift to anyone who during the 
preceding 2 years has been an employee or officer of the United States. 

On this provision I have no comment since by its terms it simply covers q 
particular phase of bribery and conflict of interest which Congress has prohibited, 


II. REGULATIONS 


(a) The second paragraph of your letter refers to the Code of Ethics prescribed 
in House Concurrent Resolution 175 of the 85th Congress. 

This Code of Ethics was promulgated to all personnel of the Navy by 
SECNAVINST 5370.1 of October 2, 1958. In that instruction the Code of Ethics 
is quoted verbatim and then the Secretary has directed that commanding officers 
insure that persons in the Naval Establishment under their command be familiar 
with its provisions. 

In order to be sure that this occurs, commanding officers are directed to make 
reasonable use of the opportunity afforded by conferences and visits to sub 
ordinate units to keep the importance of this policy in the forefront. 

This Code of Ethics is a very fine statement of principle and it should be the 
touchstone from which all conflict of interest concepts are drawn. 

Of course, ideally, no further Government enactment should be necessary, but 
being realistic we must admit that there is always the requirement that penalties 
be added for violations of this ethical code. 

Under the guidelines established by this Code of Ethics, the Navy Department 
has issued regulations and directives covering the conduct of active duty per- 
sonnel. 

In appropriate cases of violation the Department can take disciplinary action 
under the Uniform Code of Military Justice. 

(b) The committee’s next request is for comment with regard to Department 
of Defense Directive 4105.38. 

This directive, issued on February 17, 1953, relates to the conduct of personnel 
assigned to procurement and related activities and sets forth the general 
principles involved in conflict of interest and dual interest. 

The Secretaries of the Military Departments were directed to bring to the 
attention of all personnel the laws applicable to situations involving conflicts of 
interest. 

The Navy has done this through the SECNAVINST 5370.1 and through the 
Navy Procurement Directive 40-301. 

(c) DOD Instruction 1344.4 was issued June 19, 1956, and relates to the use 
of military titles in connection with commercial enterprises. 

This instruction sets forth the policy that personnel on active duty are pro- 
hibited from using their military titles in connection with any commercial 
enterprise. 

Authorship of material for publication is exempted from this provision but 
such material is subject to existing service regulations. 

As to retired personnel on inactive duty the use of military titles in connec- 
tion with commercial enterprises is permitted. 

There is a provision in this section, however, which permits the military 
departments to restrict military personnel in an inactive status from using 
their military title in connection with public appearance in overseas areas. 

This directive merely restates the policies which the Navy has followed for 
years. 

(7) The Navy regulations mentioned in the chairman's letter are, first 
SECNAVINST 5370.1, which I have already discussed and which publishes to 
all personnel in the Navy the Code of Ethics for Government Service, which 
was enacted by House Concurrent Resolution 175 of the 85th Congress. 

(e) SECNAVINST 1050.2 was issued March 7, 1956, and lays down general 
civilian guidelines concerning the part-time employment of Navy and Marine 
Corps personnel on active duty. It sets forth the policy of the Navy Depart- 
ment that Navy and Marine Corps personnel, whether officer or enlisted, should 
not be restrained from engaging in legitimate and ethical enterprise or employ- 
ment during their off-duty hours, so long as this outside work does not interfere 
with their performance of duty. 
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(f) Article C-11101 merely puts into permanent regulation the policy and 


philosophy expressed in SECNAVINST 1050.2. 


(g) The Navy procurement directive mentioned in the chairman’s letter, 
No. 40-301, relates to the conduct of active duty Navy personnel in their deal- 
ings with industry. This directive sets out standards of conduct required of all 
personnel having dealings with industry, and the standards of punishment to 
be imposed if there are violations. 

These personnel are reminded that they hold positions of trust. They are 
further reminded that since they work for the Federal Government, they are 
held to an even higher standard of conduct than exists in private business 

alings. 

“The directive specifies that there should be no receipt of gifts or favors nor 
acceptance of entertainment or other actions which would result in financial 
profit to the person and which could influence or be interpreted as influencing 
the strict impartialities that must prevail in all business relationships where 
the public interest is involved. 

The provisions of this directive are related to the provisions of DOD Directive 
4105.88, on which I have commented above. The directive requires command- 
ing officers to insure that persons of the Naval Establishment understand its 
provisions and comply with it. 

Their directive concludes with a digest of applicable provisions of the U.S. 
Criminal Code. 

(h) The first of the decisions of the Comptroller General listed is that 
contained in 5 Comp. Gen. 93, and was a decision rendered to the Secretary of 
the Treasury on August 5, 1925. It relates to an interpretation of revised statute 
1783 which is now codified as 18 United States Code 434 (and which I discussed 
under paragraph (f) of page 5 of my statement). 

The fact situation in this Comptroller General decision relates to a physician 
practicing at Kodiak, Alaska, who occupied a position which authorized him to 
contract for the treatment and care of Public Health Service patients. 

The doctor also operated and was proprietor of the only hospital available to 
supply the services for which he was to contract. Th Comptroller General stated 
that the criminal provision was intended to prohibit employees of the United 
States from acting for both the Government and the contractor in contracting for 
the Government. The Comptroller General held that he could not sanction con- 
tracting between the Government and the employee to furnish a service, the ne- 
cessity for which rests upon the determination of the contracting employee. 

The decision does not impute that there was bad faith or any intent to violate 
the criminal statute involved, merely that it was a situation which would lead 
to criticism. The Comptroller General acted within his authority to state that 
such a contract would not be approved. This decision is, in my opinion, a proper 
application of both law and principle in the conflicts of interest area. 

(i) In 27 Comp. Gen. 735 the Comptroller General reiterates his statement that 
contracts between the Government and its employees are not prohibited by statute 
except when an employee of the Government acts as agent both for the Govern- 
ment and the contractor in the particular transaction or where the service to be 
rendered under the contract is such as could have been required of the con- 
tractor in his capacity as an employee. 

The decision has to do with a contract for supplying an electron miscroscope 
which was the only one of its kind in existence and was used by the employee 
in his work. It had been produced by the employee prior to being employed by 
the Government. 

The Comptroller General held that, in view of all the facts and circumstances, 
his Office was not required to object to the execution of the contract. 

This decision is within my understanding of general conflicts of interest prin- 
ciples. It would be foolish to prohibit any contracting between any employee 
and the Government. 

On the other hand, any such contracts must be closely scrutinized to be cer- 
tain that the employee is not receiving extra benefits for the work or service 
that he is already performing for the Government. 

(j) The decision of the Comptroller General, B-137231, of January 6, 1959, 
relates to the employment of Lt. Comdr. Ronald Anthony, U.S. Navy, retired, 
and his receipt of retired pay while employed by a Budweiser beer distributor. 

The subcommittee has heard Lieutenant Commander Anthony give the de- 
tails of his employment. I am chiefly responsible for sending the case of Lieu- 
tenant Commander Anthony to the Comptroller General. I felt that I had no 
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choice in this matter in view of the possible implications of the facts in hig cage 
as related to me. 

Of course, the decision of the Comptroller General in the Anthony case jg 
now binding on all of the armed services. After reading the testimony of Liey. 
tenant Commander Anthony as well as that of Lieutenant Commander Porter, 
I personally feel great sympathy for retired officers who are caught, as they are, 
in the broad interpretation of a statute. I believe that the committee shares 
this sympathy. 

I would, therefore, be hopeful that any redraft of this legislation would ex. 
empt from its coverage people who indulge in activities such as those of Anthony 
and Porter. 

In an opinion in the case of Rear Admiral Schoeffel, which Mr. Bantz mep. 
tioned to you in his statement, I held that a retired officer performing “technica] 
liaison” work between the Department of Defense and private industry was not 
in the “selling process,” and, therefore, fell without the prohibitions of 10 U.S.¢. 
6112(b) and 5 U.S.C. 59(c) and the decision of the Comptroller General jn 
Anthony. I believe this to be an important distinction and I hope, in the inter. 
ests of national security, that any change in the statute would not prohibit 
activities such as those performed by Admiral Schoeffel. 

(k) You have also asked for a discussion of all laws and regulations affecting 
civilian employees, civil service and appointed, while in the employ of the De. 
partment and upon severance of their employment with the Department, on the 
same subject of conflict of interest. The criminal statutes—that is, those con- 
tained in title 18 and discussed previously—are generally applicable to the 
civilian employee as well as to the active military officer and enlisted person. 
Most of the departmental directives relating to conflicts of interests are applica- 
ble also to the civilian employees. 

The code of ethics which was agreed to in House Concurrent Resolution 175 
of the 85th Congress has been reprinted in the Navy Civilian Personnel Instrue- 
tions as enclosure 5 to instruction I. No attempt has been made to regulate the 
employee after severance from the Department since there would be no jurisdic. 
tion over such a former employee. The criminal statutes, however, are applica- 
ble and would be enforced through the Department of Justice. I hope that any 
changes which are made in the laws affecting civilian personnel will be kept 
consistent with those relating to military personnel. 

You also asked for recommendations of the Department. Since this involves 
questions of policy, I do not think that it becomes me to make recommendations 
other than those which were made earlier by Secretary Bantz. I shall be glad 
to elaborate upon any of the above comments or answer any questions. 


Mr. Courtney. Mr. Secretary, on this matter of dual offices and 
dual compensation—I don’t know whether you were present when we 
were asking the Under Secretary of the Army about the 

Secretary Banrz. No,I wasnot. I arrived late. 

Mr. Courtney (continuing). Of the integration of these retirees, 
if you please, ‘nto the civil side of the Dep: irtment of Defense, or for 
that matter any other department. 

And we raised such questions—asking for your opinion—as to what 
it might do to this civil service within your department. And also 
with respect to changes in the civil service retirement. 

Now, thus far, the expressions of witnesses, who have suggested | 
that the act be changed very implicitly at least, if not expressly, indi- | 
cated that the earned retirement at the point of retirement should | 
be retained, this having been in their view—this is quite generally | 
accepted—an earned endowment, if you please, let’s call it, for want 
of a better word. 

Now, when you come to integrating this same individual into the 
service, crosswise, into the civil service, does the Navy Department | 
have any opinion as to how it could be done and what safeguards 
could be introduced either by law or regulation to preserve the in- 
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tegrity of the civil service while at the same time—and the romotion 
system, which is of long duration and long history—utilizing the 
benefit of a retiree? 

Secretary Banrz. I don’t know that I can give you the Navy’s 
opinion, Mr. Courtney, because I haven’t discussed that particular 
hase of it within the Department. But I could give you my own. 

Mr. Courtney. What is it? 

Secretary Banrz. And that would be that, first off we would have to 
decide what officers, retired officers we are talking about. 

Mr. Héserr. Will you raise your voice, Mr. Secretary, please ? 

Secretary Banrz. If he had been only in the service one term, that 
is 3 years, that would put him in one category, in my opinion. If he 
on the other hand were retiring after 15 or 20 years of service, let’s say, 
then I think we could put some restrictions on, whereby he would not 
compete with civil service people. 

Now, just what form those restrictions would take is pretty hard to 
say, Without giving it some study. 

For one thing, you might say that you would eliminate any reten- 
tion rights in the case of a necessary cutback in employment. 

I could conceive that you would have his—oh, it would have to be 
certified, if he took a second position, that there is a lack of the partic- 
ular skill or the technique in which the man is specially trained. 
Somebody would have to certify that there is a lack of people available 
for that type. 

Mr. Courrney. You mean from the Civil Service rolls? 

Secretary Banrz. That is right. 

And other restrictions I would assume, Mr. Courtney, could be put 
on, that wouldn't be too difficult, to do something of that nature. 

Mr. Covurrney. Then you would distinguish between the man who 
retired for longevity under the statute, under the several statutes that 
apply to that kind of retirement, and the retirement that has been 
spoken of here, of many junior officers whose age averaged in the case 
of the Army, on a test run, 46. 

You would distinguish them from the men of older years, is that 
right ¢ 

Secretary Banrz. Oh, I think, Mr. Courtney, whatever we do of that 
nature, we would have to consider the younger man. 

Take an officer who served 3 years and then goes in the Reserve. We 
would have to treat him differently than a man—to start in with, he 
probably leaves active duty as a lieutenant, junior grade, in the Navy. 
And you know what his salary was while he was in the Navy. 

Of course, he gets nothing from the Navy after he leaves, 

Mr. Courtney. Then—— 

Secretary Banrz. I think we would have to be very careful of what 
restrictions we put on him. 

Mr. Courrney. Would you consider, then, that age would be the 
important factor, because of the prospective continuation of employ- 
ment on the civilian side ? 

Secretary Banrz. I would think length of service, rather than age. 

Mr. Courtney. Length of service. 

Mr. Chairman, that is the only questions I think of. 
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Mr. Hésert. Now, Mr. Secretary, may I ask you the same question 
I asked Secretary Milton, in connection with the participation and 
activities of defense contractors in entertaining active military per- 


sonnel, active naval personnel, in connection particularly—you advo- 
cate the discussion of public business by naval officers in off-the-record 





conferences with civilian or contractors or members of Congress, at 
private parties ? 


Secretary Banrz. Well, to start in with, I think we have to define | 
“entertainment” a bit. | 


If a contractor invites a military man or a civilian who is employed 


spend a lot of money entertaining him lavishly or doing some thin 
which morally might be all right and ethically might be all right—I 
don’t think we should indulge, as a military or a civilian employee, in 
accepting the real, lavish type of entertainment. 

As far as any discussion of business at that type of entertainment, 
I would say definitely, “No, sir.” I would not condone it. 

Mr. Hépverr. Well, I have particular reference now, for instance, to 
going on weekend trips to the Bahamas, as an example, by naval offi- 
cers who are in the position to favor a company, perhaps, and maybe 
not. 

But anyway, it has been testified here that the Martin Co., specifi- 


in procurement to lunch or to a dinner, that is one thing. If he should 
| 


cally, has indulged in having parties in the Bahamas at which military | 


people were invited. 
ow, that is certainly a lush party, in my book. 

Would you also say that is a lush party in your book ? 

Secretary Bantz. I would agree with you, sir. 

The day that announcement came out in the newspaper, the morning 
after the hearing here in which the statement was made, I personally 
talked to the Chief of the Bureau of Aeronautics, Admiral Dixon, 
You know him well. 





I said “Bob, do you know of anybody in the Bureau of Aeronautics | 


who had gone down to this particular place?” 

He said, “Mr. Bantz, I know of one, 4 years ago, and since that time | 
I don’t recall anybody.” 

I said, “Have you ever gone?” 

He said, “No, sir.” 

And I asked the Deputy Chief of the Bureau of Aeronautics the 
same question, and he said “No, sir.” | 

So, frankly, I don’t know of anybody, except this one man, which | 
according to Admiral Dixon happened 4 years ago, in the Bureau of | 
Aeronautics. 

Mr. Hererr. Martin officials testified to the effect that military peo- | 
ple were invited. 

Secretary Bantz. I understand that, sir. But I have not gota 
record of it yet, who were. 

Mr. Harpy. You mean you didn’t get an invitation ? 

Secretary Bantz. No, I didn’t, Mr. Hardy, I am sorry. 

Mr. Héserr. You are not in charge of material anymore for the | 
Navy Department. [Laughter. ] 

Mr. Héserr. But the thing I am talking about—seriously—is the | 
general principle of it and your reaction, which of course you stated. 

Secretary Banrz. I think any man, military or civilian, engaged in | 
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rocurement activities, who made a trip of the kind you are speaking 
of, if he had all expenses paid and was entertained and whatnot— 
morally, I guess it is all right, but I don’t think he used very good 
judgment, whether he talked business or not. mi " 

r. Héserr. And the Martin people, in describing that military 
officers were invited—and you say you have found none from the Navy. 
The Martin Co. has a couple of Navy contracts. 

Secretary Banrz. I didn’t say I found none in the Navy, sir. I said 
inthe Bureau of Aeronautics. 

Mr. Hiénerr. You only confine it to the Bureau of Aeronautics? 

Secretary Bantz. Yes, sir. 

Mr. Héverr. I just wanted to be clear on that. 

We are to have that list, however. The list is to be furnished us 
by the Martin Co. 

Now, in connection with the matter 

Mr. Gavin. At that point, Mr. Chairman. Is the list going to be 
furnished to those who extended invitations, or those that partici- 
pated ¢ 

Mr. Héserr. The list of invited guests. 

Mr. Gavin. That is what I wanted to know. 

Mr. Kuun (aside). Civilians, too. 

Mr. Courtney. People who got there. 

Mr. Héserr. Who accepted. 

Mr. Gavin. Who accepted ¢ 

Mr. Héserr. That is correct. 

Now, in connection with the area Mr. Gavin has explored, the mat- 
ter of discussing advertising with defense contractors. What is the 
position of the Navy on that? 

Secretary Bantz. Well, I don’t know that the Navy has any posi- 
tionon it. I don’t know that it has ever been discussed by a contractor 
with any member of the Navy, as to whether or not he could advertise. 
I assume it has, but I don’t know of any instance where it has. 

I personally don’t see why, other than circumstances which necessi- 
tate his advertising for employment and other matters, he would want 
todo a lot of it. 

On the other hand, I think that it is reasonable to say that he 
should be entitled to do a reasonable amount of it to keep his name 
inthe public eye and maybe for morale purposes among his employees, 
to let them know what their company is doing and so their employees 
can say, “I work for the John Doe Co. who are making a great con- 
tribution to the Department of Defense. 

Mr. Harpy. You mean, then, you don’t think that the Bomare ad 
had as its purpose the influencing of the Congress ? 

Secretary Banrz. I didn’t say that. 

Mr. Harpy. Ata time when there was an argument between Bomare 
and Nike. 

a gl Bantz. I didn’t say that, Mr. Hardy. I didn’t comment 
on the ad. 

Mr. Harpy. I don’t want to put words in your mouth. 

You didn’t apply your observation to that particular situation ? 

Secretary Bantz. No, sir. 

Mr. Hiéverr. Any further questions? 
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Mr. Gavin. What I would like to know is whether or not the 
Navy—there are weapons and missiles and aircraft that the Navy 
uses. And periodically we note advertisements. 

I was wondering if some of your personnel doesn’t get together to 
discuss possibly advertising programs relative to the respective 
weapon or missile or aircraft—just generally? As you say, they like 
to see their weapon before the public, or their aircraft. Just whether 
or not you do have a meeting occasionally to discuss with these groups 
what plans of advertising—whether the advertising met with your 
approval or not ? 

Secretary Bantrz. Mr. Gavin—— 

Mr. Gavin. Do you imagine such conferences go on ? 

Secretary Bantz. Mr. Gavin, I personally have never participated 
in one within the Navy. 

I have in the Department of Defense as such, with the other services 
and with the idea of what restrictions should be put on, as to allowable 
cost items. But as far as sitting down within the Department of the 
Navy, I personally have not. 

Mr. Gavin. I don’t mean you personally. I mean the Department 
of the Navy. 

Secretary Banvrz. All right. 

Mr. Gaviy. And your personnel, under your supervision, get to- 
gether to discuss. What do you say, Admiral ? 

Secretary Banrz. Well, they may have. Frankly, I don’t know 
whether they have or not. 

As far as I am concerned, I have given my opinion as to how T feel 
about a contractor advertising. I don’t know as I can add much to 
that, sir. 

Mr. Gavin. Well, what I am interested to know: Whether vou know 
whether or not there are some conferences held—not by you, but by 
Department of the Navy, relative to various ads that periodically 
appear on a particular piece of aircraft. 

Secretary Bantz. Specifically, I do not know of any such confer- 
ences. I assume that such conferences have taken place. 

Mr. Gavin. What? 

Secretary Banrz. I would assume that such conferences have taken 
place. 

Mr. Gavin. Yes. Well, that is what I wanted to know. 

Mr. Harpy. You never suggested to the Newport News Shipyard 
that they should advertise the carrier in opposition to some other type 
of weapon, have you? 

Secretary Ban'rz. No, sir. 

Mr. Hépertr. Gentlemen, the 

Mr. Gavin. I have another matter. 

You say, Mr. Secretary: 

I personally will choose the 2-year limit for such a cooling-off period, and I 
gathered from reading the testimony of witnesses before this committee that 2 
years is the general consensus. 

I don’t know whether or not that is a general consensus or not. 
Because when a man disassociates himself and goes on retirement for 
a period of 2 years, he may lose contact with the particular field in 
which he specialized. And whether or not he would have the same 
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yalue or we were losing the benefit of his brains and ability and tech- 
nical knowledge during that cooling-off period of 2 years. 

Secretary Banrz. Well, Mr. Gavin, I qualified that in my statement 
by saying that if, in the judgment of the committee, after the thor- 
ough investigation they are making, they felt such legislation was 
necessary, then I would advocate a 2-year period. And it was my 
feeling that after reading a great many of the testimonies that I have 
read, generally the average witness said about 2 years. 

Asa matter of fact, I think, if I am not wrong, Secretary Gates said 
that. 

Mr. Gavin. Well, do you personally—well, leave the “personally” 
out. Do you think there should be some legislation enacted ? 

You have had some experience. Isn’t there certain phases in the 
Navy, where it is a lifetime, where a man is not permitted—is that 
right, Admiral ¢ 

ay Warp. That is right, sir. That is a pretty long cooling-off 
yerioa. 

Mr. Gavin. Do you think there should be any cooling-off period to 
any great extent, Admiral? Or do you think that these men that are 
qualified and have this technical knowledge and background, that 
they could make a contribution to the development of weapons for 
our national defense, they should be cooled off for a period of 2 years 


| before they can go back into action # 


Admiral Warp. Sir, I concur with the Secretary’s statement, which 
related only to a prohibition against direct selling, sir. A cooling-off 
period—if he were to engage in an activity other than selling—would 
not be necessary or desirable, it would seem to me. 

Mr. Gavin. Well, it is difficult to determine where the selling starts. 
Beeause some officer in the upper echelon may be in the backfield, a 
managerial director coordinating the whole team and giving them the 
directions—he may not participate, with the order book, to get the 
order, but he has the ability and knowledge to give them the direction 
and guidance. 

So you don’t know where the selling starts and ends. 

Mr. Hépertr. Excuse me just a second. 

(Confers with Mr. Gavin.) 

Mr, Gavin. That is what I am getting at is where should we draw 
the line. 

Mr. Héperv. I think there, Mr. Gavin, that Admiral Ward—we will 
have you back here on Friday morning. I understand from the testi- 
mony of the Secretary, too, that a certain regulation or definition has 
been drawn, just recently, by the Navy Department in that area, in 
that connection. And we would like to discuss that with you, to some 
extent. 

Admiral Warp. All right. 

Secretary Bantz. Which statement is that, Mr. Chairman ? 

Mr. Hésert. How is that, sir? 

Secretary Bantz. Which statement was that? 

Mr. Hézerr. I think in your statement, Mr. Secretary, you said just 
recently that Admiral Ward has drawn up a definition—— 

Secretary Banrz. Yes, sir. ; 

Mr. Héserr. Defining “selling,” in that new regulation—— 

Admiral Warp. It was just an opinion, sir, as to whether one of our 
officers is engaged in selling. 
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_ Mr. Hésert. We want to discuss that with you. We don’t have the 
time now. | 
Now, the committee on this subject will stand in recess until Friday 
morning at 10 o’clock, at which time, Admiral Ward, we will be pleased 
to have you back on the stand. 
Mr. Secretary, you have another appointment. So we will excuse EM 
you, provided Admiral Ward will be empowered to answer for the 
Navy Department any questions which we ask. | 
yes, sir. 
Secretary Bantz. Well sir, if I am not here, then he will be quali- 
fied ; yes, sir. 
Mr. Héserr. He will be qualified if you are not here? 
Secretary Bantz. Yes, sir. 
. Mr. Hésert. That will be Friday morning at 10 o’clock, for this 
earing. 
The hearing tomorrow morning will be on the other matter before 
this same committee, on procurement. We will have a meeting in our TI 
usual room, at which time we will have GAO representatives. | man 
(Mr. Courtney aside.) : M 
Mr. Héserr. At 10’oclock tomorrow morning. M 
Mr. Courtney. It has already been announced for this room. M 
Mr. Héserr. This room? All right. We will have it inthis room. whic 
Tomorrow morning at 10 o’clock, when GAO will be heard, in connec- | — Ay 
tion with some more overcharged contracts. The committee will re- light 
cess. | 
(Whereupon, at 12:25 p.m., the subcommittee recessed to reconvene - 
at 10 a.m., Thursday, August 20, 1959.) appli 
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he | PERSONNEL BY DEFENSE INDUSTRIES 
i 
FRIDAY, AUGUST 21, 1959 
House or REPRESENTATIVES, 
his CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
ore Washington, D.C. 
yur The subcommittee met at 10 a.m., Hon. F. Edward Hébert, chair- 


| man of the subcommittee, presiding. 
Mr. Héperr. The committee will be in order. 
| Mr. Courtney. 
Mr. Courrney. Mr. Chairman, Admiral Ward has a statement, 
om. which he has filed with the committee. 
ec- | And Admiral, if you would like to read your statement, or high- 
re light it, please ? 
Admiral Warp. Well 
ene Mr. Courrney. We asked for a point-by-point discussion of the 
applicability of certain statutes and the interpretation within the De- 
partment of Navy. 
Now, I think the first of the statutes that is under consideration is 
981, Admiral. Isn’t that right? 








\ 
| TESTIMONY OF REAR ADM. CHESTER WARD, JUDGE ADVOCATE 
| GENERAL OF THE NAVY 


Admiral Warp. Well, there is 3544, the one that dealt with the 
Army prohibition with respect to active duty personnel. 

Mr. Courtney. I’m sorry, yes. 

Admiral Warp. I thought, sir, that I would, since the Army covered 

| so thoroughly and comprehensively the many points of law, that I 
would concentrate on pointing out the differences. 

Mr. Courtney. That is exactly what we want. 

Admiral Warp. I knew that you were interested in uniformity. 
The committee has come up with a very fine Uniform Code of Mili- 
tary Justice. And it would seem that uniformity was also desirable 
in this field. 

The first difference between the laws applicable to the Navy and 
Marine Corps and to the other services appears at the top of page 2 
there. It is 10 U.S.C. 6112(a). That relates to officers of the Regular 

| Navy other than retired officers, and it prohibits their employment 
by any person furnishing naval supplies or war materials to the 
United States. 
941 
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Now, this gets into a point the chairman was interested in yester- 
day, as to whether or not retired officers are, in fact, more restricted 
in certain areas than active duty officers. 

Now, as to the other two services, so far as the law is concerned, 
that may be true. But as to Navy and Marine Corps officers, they 
have this prohibition against employment by any person furnishing 
supplies or war materials to the United States. 

Por instance, if the Martin Aircraft Co. were to offer an active duty 
naval officer an opportunity to lecture to the staff on the cold war or 
technical requirements in the Navy, that would be prohibited. Ifa 
younger officer felt it necessary to take a clerical job, or even a jani- 
torial job, with the Martin Aircraft Co., or any company furnishing 
supplies to the Navy, that would be prohibited by this law. 

As I say, this law applies only to Navy and Marine Corps officers on 
active duty. 

So in the interest of uniformity, any legislation should cure that 
point. 

Actually, law is not needed so much, if at all, as to active duty offi- 
cers because the services can prohibit any type of conduct which inter- 
feres with their military duties. And the services have. In case of 
violations, the officers would be, of course, immediately subject to 
discipline and court-martial. 

Mr. Courrney. Well, Admiral, wouldn’t the retired officer likewise 
be subject to recall and court-martial ? 

Admiral Warp. Yes, sir. You don’t even need to recall a retired 
officer to court-martial him, under the code. But, on the other hand, 
the legality of an order restricting his activities would be much more 
questionable than in the case of an active duty officer. 

In other words, would an order restricting a retired officer from ap- 
parently legitimate employment, would that be a lawful order? That 
would be a complication, if you tried to control retired officers com- 
pletely by regulation. 

I would get to the second point of 

Mr. Courtney. Now, let’s be clear on the record, then. What we 
are talking about immediately, or what you have just been talking 
about, is 10 United States Code 350-——— 

Admiral Warp. No, 6112 

Mr. Courtney. Well, first 

Mr. Gavin. What page are you reading from ? 

Mr. Courtney. Page 1, I am reading from page 1. 

You have first spoken of section 3544(a) of title 10. 

Admiral Warp. Yes, sir; which applies to the Army. 

Mr. Courtney. Which applies to the Department of the Army, 
but does not apply to the Navy Department. Is that right? 

Admiral Warp. That is right, sir. And 

Mr. Courrnry. And this is the one which has restrictions on ac- 
tivity which would interfere with the performance of military 
duties—— 

Admiral Warp. That is right, sir. 

Mr. Courtney (continuing). And other restrictions not important 
in this consideration. 

Now, then, you have gone from that to the one which is particularly 


applicable to the Navy Department. 
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Admiral Warp. Yes, sir. 

Mr. Courtney. That is 6112(a). And that is on page 2. 

Admiral Warp. Yes, sir. 

Mr. Courrney. And that is the section you have just been discuss- 
ing now ¢ . é 

Admiral Warp. Yes, sir. 

Mr. Courrnry. Now, if you pass down, from that, to your para- 
raph (d), on page 24 You make reference to section 281 of the 
Criminal Code. 

Admiral Warp. Yes, sir. 

Mr. Courrnry. Now, in the presentation which we have in the 
booklet on the members’ desks, 281 of the Criminal Code—— 

Mr. Kuun. Page 6. 

Mr. Courtney (continuing). It is held by the Army to be applica- 
ble to all civilian and military personnel in active service and retired 
regular officers, insofar as selling to the department in whose service 
they hold retired status. But not as to other departments. 

Now, I am only quoting from the interpretation of the Army Judge 
Advocate. 

This statute, members of the committee, is a criminal statute, and it 
deals in general with the prosecution of any claim, controversy, 
charge, or what have you, in which the United States is directly or 
indirectly interested; and, as the second part of it, it prohibits the 
dealings within the department by retired military personnel in the 
sale or negotiation of contracts for supplies or services, 

Now, Admiral, I notice that the opinion of the Navy Department, 
commencing on page 2 and running through page 3—in your opinion 
you state that the Judge Advocate of the Navy doesn’t agree with the 
interpretation placed on this section by the Attorney General. 

Admiral Warp. That is right, sir. 

Mr. Courrney. And would you—you have elaborated it in your 
statement. But what, briefly, is your position ? 

Admiral Warp. This statute, 281—section 281—is one of a group 
of statutes which deals generally with active employees of the United 
States. ‘The series deal with such subjects as bribery, improper con- 
duct and actual conflicts of interest. 

Now, this particular one prohibits any oflicer or employee of the 
United States from receiving compensation for services rendered in 
connection with any proceedings in which the United States is a 
party. 

In other words, a clear-cut prohibition against a man sitting on two 
sides of the table and getting paid by both employers—the United 
States and the party dealing with the United States. 

Now, it is strictly an active employment statute. 

So, very properly— 

Mr. CourrNney. Strictly an active employment statute ? 

Admiral Warp. Well, I mean civilian employees are subject to it. 
Active duty military employees are subject to it. 

_But since it refers in broad terms to “officer or employee of the 
United States”—Congress excluded retired officers. And they did 
that very specifically. 

I will quote the actual language of the statute. 
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Retired officers of the Armed Forces of the United States, while not on actiye So 
duty, shall not, by reason of their status as such, be subject to the prohibitions nal st 
of this section. | conta 

Because, as I say, the prohibition of dealing with the people who | Bu 
are actively representing the Government—in the pay, in the actiye | Mr 
pay of the Government. That is for that area. So that exclusion partn 


is proper. ” servic 
ut then the controversy arises from the next sentence. It says: Ad 
Nothing herein shall be construed to allow any retired officer to represent any Mr 
person in the sale of anything to the Government, through the department jp d 
whose service he holds a retired status. Ad 


Now, the other two departments, and the Attorney General at least | _ Mr. 
by inference, have held that this sentence—which says, “Nothing have | 


herein shall be construed to allow” an officer to sell, is in fact—— which 

Mr. Gavin. Read it through, again, will you, please? lation 

Admiral Warp (reading). ade 
wo 


Nothing herein shall be construed to allow any retired officer to represent Ad 
any person in the sale of anything to the.Government, through the department . 
in whose service he holds a retired status. Attor 


Now, the Army and the Air Force, and by inference the Attorney “4 
General, have held that this is a positive and affirmative prohibition | f “A 
which prohibits retired officers for life from ever selling anything to , a a 
the department in which they hold a retired commission. | § * e 

Now, in construing this and interpreting it for the Navy, I have held | ges ir 


that it is not a prohibition. It is, in effect, a saving clause, to protect “a 
the civil statutes which prohibit the sale—the participation of retired at 
officers in selling to agencies of the Department of Defense. ar, 
It never occurs to me that the committee of Congress, in draftin men 
legislation, if they wanted to prohibit something, would take the indi- es 
rect and inverse approach and say, “Nothing herein shall be con- ae 





strued to allow” certain conduct. ee “ 
In other words, I am sure that if this committee, after its delibera- , a we 


tions and hearing all the evidence, decides to prohibit certain conduct, M 
they will clearly and expressly prohibit it. y 


And I also point out that this is a criminal statute. And it is a well er 
accepted rule of construction of criminal statutes that they are strictly ye | in 
¢ 


construed, that a court will not write in inferential prohibitions and M 
then subject persons to criminal penalties on the basis of mere infer- Mr 
ee : : . - standir 
Now, this does create a source of confusion, and one which I am sure Ad 
the committee will be interested in clearing up. Because it is an un- M 7 
certain threat to retired officers of all three services. on ri 
No retired officer who respects his service, and himself, wants to en- Wh; h 
gage in criminal conduct. of se ; 
They are not sure whether, even after 2 years, if they engaged in} . 


selling to the department in which they hold a retired status—whether Pe 
or not they might be held to have committed a criminal offense. gm 


Also, as Mr. Gavin pointed out yesterday, there is a lot of uncer) “yy, h 
tainty in what does constitute selling. tee a lis 
So this could restrict retired officers from engaging in the essential} 5¢ pA 
processes of technical liaison, which is so necessary to the development} “y 
é ; systems. ly 

of modern weapons system | oficers 


| 
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So this source of confusion—as I say, I can’t believe that this crimi- 
nal statute, by saying “Nothing herein shall be construed to allow” 
certain conduct, intends by that language to prohibit that conduct. 

But suppose—— : : 

Mr. Courtney. In any event, Admiral, at this point, the Navy De- 
partment Judge Advocate is in disagreement with the other two 
services—— 

Admiral Warp. Right. 

Mr. Courtney (continuing). On the interpretation of this statute. 
And likewise in disagreement with the Attorney General. 

Admiral Warp. That is right, sir. 

Mr. CourrNry. Under those circumstances, I suppose you would 
have difficulty, then, in certifying to the Attorney General any cases 
which came to your attention which might possibly constitute a vio- 
lation of this statute, on the facts presented to _ as interpreted by 
the Attorney General, since in your opinion the Navy Department 
would not require the same facts as a violation of the statute. 

Admiral Warp. Sir, on the interpretation of criminal statutes, the 
Attorney General’s opinion would undoubtedly take precedence and 
be more authoritative than an opinion of the Judge Advocate General. 

Mr. Courtney. No, I am not taking that, Admiral. I am ae 
of your problem in the Navy Department, in certifying matters whic 
should properly come to the attention of the Attorney General for 
resolution. 

Admiral Warp. Yes, sir. Well, we would follow the same pro- 
cedure there that we do in dealing with the Comptroller General. If 
a case presents substantial doubt, we would certify it, bring it to the 
attention of the Attorney General, and let him decide what was the 
proper course. 





ndi- 
con- 


era 
uct, 
well 


ictly 
and 


nfer- 


1 Un- 


O ell- 


ed in | 


ether 
neer- 


antial 
yment 


Now, I must point out, however, that not even the Attorney General 
can give a completely final and authoritative opinion on the inter- 
pretation of this statute. Because since it is a criminal statute, only 
the courts could make a final interpretation. 

Mr. CourrNry. How long has this difference of opinion existed 
between the Judge Advocates of the three departments, on the inter- 
pretation of this statute? Is this of comparatively recent origin, or 
of long standing? 

Mr. Gavin. Would the gentleman talk a little louder, please? 

Mr. Courrnry. I asked if it is of recent origin, or is it of long 
standing. 

Admiral Warp. I would say it has existed at least for 2 years. 

Mr. Courtney. Well, Admiral, has the Secretary of the Navy 
ever requested an advisory opinion on the statute as to interpretation ? 
Which the law permits him to seek an advisory opinion, as the head 
of the Department. 

Admiral Warp. No, sir. And the Attorney General would very 
| properly hesitate to give a formal opinion on a matter in which the 
courts would have the final say in this type of matter. 

He has certified—the Attorney General submitted to your commit- 
tee a list of statutes which contain prohibitions against a certain type 
of conduct which might be construed to involve conflict of interest. 

Now, this statute does contain a prohibition, because it prohibits 
— and employees of the United States from receiving com- 
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pensation both from the United States and from another party to, 
matter in which the Government has an interest. 

Mr. Courtney. Yes, but that is not the subject of your disagre. 
ment. 

Admiral Warp. That is right. There is no disagreement as to that 
prohibition. So it does constitute a prohibition in the field of confli¢t 
of interest. 

Mr. Courrnry. Your disagreement relates solely to the reference to 
retired officers. 

Admiral Warp. That is right, sir, I do not believe that this is, 
criminal prohibition against sales to the department by a retired off- 
cer which would last a period of a lifetime. 

Mr. Courtney. Now, passing from that, Admiral, very quickly, to 
434. This is of general application to all civilian and military in the 
active service. Are you in agreement on that ? 


Page 8 in the members’ books. 


Mr. H&éperr. Before you go to that. 

Admiral, may I ask this question ? 

Admiral Warp. Yes. 

Mr. Héserr. Then, you are in disagreement with the Anthony case, 
in the General Accounting Office ? 

Admiral Warp. No, sir. The Anthony case construes the civil 
statute—two civil statutes; 10 U.S.C. 6112(b) and 5 USS. C. 59(e), 

There has never been an opinion by a court, or the Comptroller 
General, of course, on this criminal provision. 

Mr. Héperr. You are directing your remarks strictly to the crim. 
inal, and not the civil. 

Admiral Warp. That is right, sir. 

Mr. Courtney. That is right. 

Admiral Warp. Completely. And there has never been a test 
case on it, sir. 

Mr. Courrney. The statute under which the Anthony case, under 
which that decision was rendered—there are two statutes, which ar 
noncriminal. They are prohibitory but noncriminal, and contain for 
feiture provisions of pay. 

Now, what about section 434, of title 18? Are you in agreement a 
that ? 

Admiral Warp. Yes, sir. 

The only disagreement that I have with the other services—and ] 
am sorry to be in the position of being in the minority here, but I fed: 
very strongly that Congress could do better if they wanted to prohibit 
something. 

Now, that is the only disagreement 

Mr. Gavry. Admiral, it is not unusual that you would have a dis 
agreement with the other branches of the services, though, is it? 

Admiral Warp. In the legal field; it is, sir. 

We work under a Uniform Code of Military Justice, and there} 
a single Court of Military Appeals. We all follow the decisions d 
that court. And we all work under this one code. It is very, very 
rare that we have a disagreement. 

No, sir, there are is no—I agree completely with that. 

Mr. Courtney. With the interpretation. 
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Now, in the pamphlet for guidance of retired military personnel 
which the Navy Department puts out for its retired personnel—the 
1957 document, I think, for quick reference—you make the state- 
ment, which has been frequently quoted, that the statutes are 
confusing. 

Admiral Warp. Yes, sir. 

Mr. Courtney. Or words to that effect. 

(Admiral Ward nods. ) 

Mr. Courtney. And was that reference to section 281 or to others ? 

Admiral Warp. That was primarily to 281, sir. 

But there is confusion which also results from the absence of uni- 
formity, and in fact the specific discrimination among the several serv- 
ices. Because, as you know, the civil prohibition which extends to all 
three services—the Army, Navy, and Air Force—is a 2-year prohibi- 
tion, whereas they have a lifetime prohibition for retired Navy and 
Marine officers. 

Now, it is awfully difficult to convince anyone that such discrimi- 
nation does, in fact, exist and is, in fact, intended by Congress. 

Consequently, additional confusion results from the fact that these 
two different statutes cover the same field, but one has a 2-year limit 
and one has a lifetime limit. And one refers to all agencies of the 
Department of Defense, and the other one only to the Department of 
the Navy. 

Mr. Courtney. Well, let’s get right down, now. We have isolated 
the differences. We have the two differences, the one on 281 and the 
other on this lifetime prohibition, which is section 6112 of title 10. 

Admiral Warp. Yes. 

Mr. Courtney. This is the one under which the ruling in the 
Anthony case was given, that and 59(c). 

Admiral Warp. Yes, sir. 

Mr. Courtney. They are companion statutes. 

Now, what is the position of the Navy Department, official position, 
as to whether or not this statute ought to be continued or repealed or 
modified ¢ 

Admiral Warp. The official position of the Navy Department is that 
the legislation should be uniform and apply the same rule to members 
of all of the services. And to attain that result, it would be necessary 
to repeal 5 U.S.C 59(c), which is the lifetime—in other words, you 
gentlemen have been discussing a cooling-off period. This is sort 
of a lifetime cooling-off period. 

Mr. Courtney. This is real cold. 

Admiral Warp. Real cold. 

Mr. Gavin. Can the Admiral tell us how this happened to come 
about, the particular rule? What is the background of it? Exception 
was made with the Navy and not with the other branches of the 
services. 

Admiral Warp. Sir, I can’t specifically indicate it, sir. 

(Mr. Hébert aside to Mr. Gavin.) 

Admiral Warp. But there used to be, as you know, different com- 
mittees—Naval Affairs Committee. 

Mr. Gavin. Oh. 
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Admiral Warp. This was before you had your Armed Services 
Committee. And the legislation that came out of the committees just 
happened to be different. 

Mr. Hess. When was this enacted into law, Admiral ? 

Admiral Warp. Well 

Mr. Hess. Isn’t the 1956 rider on the appropriation bill ? 

Admiral Warp. No, sir. This goes back about 20 years, I think 
(addressing aid). Do we have—it originated—— 

Mr. Courtney. Well, I have it here—perhaps, Admiral? Do you 
agree with the Army’s interpretation on the origin of the statute and 
how it got to be? 

That is page 16 in the members’ book. 

Admiral Warp. Page 16 in the Army book, sir? 

Mr. Courtney. Page 16 in the Army book, and 17—the statutes 
you are talking about now. 





Admiral Warp. That particular statute that we were discussing | 


originated in 1896. 

Mr. Hésert. The lifetime prohibition ? 

Admiral Warp. Yes, sir. 

Mr. Courtney. Well 

Admiral Warp. It—— 

Mr. Courtney. I don’t want to disagree too much with the Army, 
but could we accept this? As what I think will prove to be historically 
accurate. From 1896, the prohibitions were at intervals, inserted in 
Appropriation Acts, and were limited to 2 years, a limitation on the 
payment from prohibitions made in the 2-year period. 

In the 1956 Appropriation Act this present statute first appeared, 
and it extended not only to the appropriations of that year but to all 
appropriations theretofore made and thereafter to be made. And that 
is the statute under which the Anthony decision of the Comptroller 
General was rendered ? 

Admiral Warp. Well, you are speaking, sir, about the prohibition 
that applies equally to all three services ? 

Mr. Courtney. No, I am speaking about the prohibition that ap- 
plies to the Navy Department. 

Admiral Warp. I would like to have 

Mr. Hess. What happened to the 1896 statute, then? Is it still in 
effect ? 

Admiral Warp. It became codified, sir, and it is in effect. 

Mr. Courtney. It became codified in 1956, out of the Appropriation 
Act of 1956, I think the record shows. 

But that is only history. The fact of the matter is it is here. 

Admiral Warp. Yes, sir. And it is embodied in the code and will 
be effective for the indefinite future, unless “until repealed or modi- 
fied.” 

Mr. Courtney. So the official position of the Navy Department, 
then, is that whatever is done should be done uniformly ? 

Admiral Warp. Yes, sir. 

Mr. Courtney. Now, with respect to a lifetime prohibition, what 
is the official position of the Navy Department ? 

Admiral Warp. That a lifetime prohibition is not warranted, not 
desirable and would be highly undesirable and unduly restrictive. 
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Mr. Courtney. Of the Navy Department personnel, as distin- 

ished from other personnel ? 

Admiral Warp. That isright,sir. And even if it were to be applied 
to all personnel equally, the Navy Department favors a cooling-off 
mee of no more than 2 years, if you have a so-called cooling-off 

rio0a. 

Mr. Courtney. Now, then, those are the only two differences be- 
tween your service—one on the matter of interpretation and another a 
matter of statute. Otherwise, you are in harmony on the interpreta- 
tion at least of the other statutes, whatever may be their merits? 

Admiral Warp. That is right, sir. 

Mr. Courtney. Now, what is the official position of the Navy De- 
partment with respect to the dual compensation statute and the—— 

Mr. Gavin. Before we leave that, John. You seem to be receptive 
tothe 2-year cooling-off period. Now it certainly would be a big relief 


| from what you at present have, of a lifetime prohibition. 


But do you actually think the period should be 2 years, or are you 
sort of conciliating your thinking to get some relief from your present 
status? Do you think it is essential that there should be a 2-year 
period of cooling off? If a man has experience and ability and a 
certain particular technique or skill, he should be restrained from 
participating for a 2-year period before he can pick up where he left 


| off? 


Do you actually believe that, or are you just making that as a sort of 
asuggestion ¢ 

Admiral Warp. Well, sir, it would do no substantial harm if the 
cooling-off period were applied only to the direct selling process. 

As you pointed out yesterday, sir, it is so difficult to define “selling,” 
that if a prohibition is enacted which imposes a 2-year cooling-off 
period without restricting the definition of “selling,” it might preclude 
these invaluable experts from participating in the technical liaison 
process. We would fall behind in the development of advanced 
weapons systems, and it would seriously prejudice the defense of the 
United States. 

Mr. Gavin. In development of weapons? 

Admiral Warp. In development of weapons systems, yes, sir. Be- 
cause certain of these military, retired military officers have unique 
experience. 

or instance, you take the antisubmarine field. Recently we had a 
case where a retired officer came in to me and said an aviation com- 
pany wanted to go into the antisubmarine and submarine field and 
they, of course, needed advice as to what the Navy’s requirements were 
inthe submarine and antisubmarine field. 

Well, where could they find an expert other than a retired naval 
oficer, who would have the familiarity with submarines and with anti- 
submarine warfare ? 

So I advised him that as long as he participated in the technical 
liaison subject, to go ahead and take the job. 

_ Mr. Gavry. Now, that particular individual: He may never engage 
inany branch of selling, actual selling, but he would be instrumental 
in developing, by research and his knowledge and his experience, the 
Particular type or requirement that his company—the item that his 
company may be developing. 
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Therefore, when we talk about somebody is in procurement or some- 
body is in some other branch, they are all there for one specific purpose 
and that is to develop a weapon that is for the benefit of our national 
defense and reach their objective as far as their company is concerned, 

So when we say, “Well, we would take a 2-year cooling-olf period,” 
I just wondered whether you, from a lifetime period, are kind of say- 
ing yourself, “Well, that would be some relief.” But the fact is that 
you don’t believe it should be a 2-year period ¢ 

Admiral Warp. No, sir, I quite agree with you that even 2 years 
can be a crucial period, particularly at the present time. Two years 
could make all the difference between survival and failure to survive, 
if it were introduced into the development of advanced weapons 
system. 

Mr. Gavin. In this particular case that you have brought to our 
attention, he may get away from the new techniques that are being 
rapidly developed, in these various programs. In a 2-year period, he 
may cool off to such a point that he wouldn’t be of the value that he 
would be if he could continue right in that a 

Admiral Warp. That is right. If a prohibition were so broadly 
drawn that he would be afraid to participate as a liaison expert for 
fear that he would be offending a statutory prohibition, he would 
wait 2 years before he would accept the employment and in those 2 
years developments in science and technology would pass him by 
and he would no longer be valuable. 

I think you put your finger on a very great danger, there, sir. But 
as to direct selling, properly limited, a 2-year period would be sup- 
ported by the Navy Department. 

Mr. Gavin. That is all. 

Mr. Courtney. I have one more question, Admiral. I note—thus 
far we have not discussed civilian personnel. 

I note that at the conclusion of your statement you indicated—and 
you place it in the first person—that whatever restrictions are ap- 
plicable to the civilian. Is that your 

Admiral Warp. No, sir, I didn’t mean to say that. I said—the exact 
language is somewhat ambiguous, I am afraid. I said I hope any 
changes which are made in the laws affecting civilian personnel will be 
kept consistent with those relating to military personnel. 

In other words, I think that the present state of the law is appro- 
priate and should be retained. 

I don’t think that employees of the Defense Department, civilian 
employees, should be any further restricted than civilian employees of 
other departments of the Government. 

Mr. Courtney. Rather than applying the same restrictions that are 
applied to military ? 

Admiral Warp. No, sir, I do not mean to advocate applying the 
same restrictions. 

Mr. Courtney. That, then, is the official position of the Navy 
Department ? 

Admiral Warp. Yes. 

Mr. Courtney. Now with respect to this matter of selling, Admiral, 
what is the interpretation of the Navy Department of the word “sell- 
ing’ as it is used in this statute? What conduct, in your opinion, 
would define selling, or would constitute selling ? 
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Admiral Warp. Well, sir, if you—and I am sure you have—if you 
se look at the dictionary definition of selling, they list about 13 debieth 
a] tions, none of which are helpful for the purposes of this committee, 
qd solving conflicts of interests. 

1» ; Mr. Courtney. You mean helpful because they are not under- 
’ | standable, or helpful because you would disagree with the interpreta- 


4 tions that are to be placed on any one of the 13 ¢ 
Admiral Warp. Well, because they are largely irrelevant to the 
rg problem. The Comptroller General very well pin-pointed the prob- 
ig em that the legislation attacks. He said the purpose of Congress 
ve, was to avoid undue influence and favoritism in the selling process. 
ns | Now there is nothing inherently wrong with selling or with anyone 
engaging in selling, including retired officers. It is only if they have 
os | 8 osition of influence, or pressure, or favoritism, that is involved. 
ng Mr, Courtney. Well, if you place the emphasis on any one of those 
he three things, wouldn t that likewise be applicable? I¢ that is the evil 
he 0 be avoided, wouldn’t that be applicable to the case of the technical 


liaison man who is pressuring, if you please, or insisting upon the 
dly | usefulness or adaptability of his proposed weapons system ¢ 
. Admiral Warp. Well, sir, if anyone, regardless of whether he was 
uld primarily engaged in a technical liaison process, went outside of that 
process and engaged in pressuring or attempting to pressure agents 
and employees of the Government, that would become selling, yes, sir, 
Y and would be subject to the statute. 
Bu, Mr. Harpy. Mr, Chairman, in that connection—— 
up- Mr. Heserr. Mr. Hardy. _ ; 
Mr. Harpy. I am a little disturbed by that thing, Admiral, because 
I don’t know who is going to make the determination as to whether it 
‘hus 8 “pressuring.” 

Now, you take a situation with respect to my two commanders in 

Norfolk who engaged in this business of procuring a few dates for the 

boys to have beer parties, and arranging decorations and that kind 

P’ of business. 

xact Now, I have a hard time understanding where that is selling, any 
more than some of this technical liaison business that you are talking 

Ibe 2bout. Now, if you can give me a satisfactory differentiation there, 

: I would like to know what it is. And I don’t know how you can con- 

pro- strue that that is pressure to the point of constituting selling, any more 
than some of this technical liaison business that some of our high- 

‘Tian PoWered top officers are performing right here in Washington for the 

es of “OMpanies they represent. _ ‘ z, 

_ Admiral Warp. Sir, I didn’t write that decision. I have a tough 
tare “ough time defending my own. [Laughter.] _ al 
Admiral Warp. I think there is language in that decision which 
the £0es beyond the actual selling process. 

Mr. Harpy. You are talking about the Comptroller General’s de- 
ary cision ? 

_ Admiral Warp. That is right. 

Mr. Harpy. Then it is up to you—as I understand, you have issued 
niral, |* definition defining “technical liaison” and differentiating between 
eel]. that and “selling.” Now, if you can do that and. come within this de- 
-nion, {sion of the Comptroller General, 1 don’t know how you are going 

to do it and be reasonable about it. Certainly if you can do that, may- 
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be you can put a regulation in effect which would cover the kind of 
thing that these fellows were doing. I don’t know what they were! gho 1 
selling, whether they were selling beer or whether they were selling | ments 
dates. If they are selling dates, I don’t know how in the world you! #20 





can say that constitutes—— a 
Mr. Hésert. Dates? “Th 
Mr. Harpy. He said they got dates for the boys. tial t1 
Mr. Héserr. Oh. | hibitia 


_ Mr. Harpy. I am glad to clear that up. That was one of the func- | ps 
tions they performed. Now, I don’t know whether that is war ma-| ° 


5 of act 
teriel or not. . be dor 
Mr. Héperr. That would be in wong Some eg field. statute 
Admiral Warp. Fortunately, the Comptroller General restricted it gg 

| ca 


to tangible personal property, sir. l 
Mr. Harpy. Is that tangible personal property we are talking about) to det 
now’ These decorations they put up: I suppose that is tangible, | selecti 


Admiral Warp. No, sir—well, they weren’t selling that, sir. be pur 
Mr. Harpy. Well, they weren’t selling their beer either, according Ng 
to their testimony. ruling 


Admiral Warp. Well, I tried to do exactly what you suggested, sir, essenti 
I tried to issue an opinion, to the naval service at least, which would !vol¥' 
distinguish between the selling and technical liaison. And I will be + ht 


glad to submit that opinion for the record. weapo! 

Mr. Hésert. We want that opinion, Admiral. We asked you) and “s 

for it. agenci 

Admiral Warp. Yes, sir. pdt 

Mr. Hésert. We want to find out where the Navy stands. is with 

(The document referred to is as follows :) 5. A 

ware Vv 

DEPARTMENT OF THE NAVY, retired 

OFFICE OF THE JupGE ADVOCATE GENERAL, venead 

Washington, D.C., July 20, 1959. | with 9 

From: Judge Advocate General. weapor 

To: Comptroller of the Navy. subject 

Subject, Retired pay; entitlement of Rear Adm. M. F. Schoeffel, U.S. Navy, oxtrem 
retired. ducti 

Reference: (a) Assistant Comptroller Cassidy’s memo of July 8, 1959, with wus 

enclosure; (b) Anthony decision (38 Comp. Gen. 470). therein 


1. Reference (a) requests my opinion concerning the application of 5 U.S.C. and th 
59c and 10 U.S.C. 6112(b) in the case of Rear Adm. M. F. Schoeffel, U.S. Navy, council 
retired. Essentially the question presented is whether the employment of sub and co) 
ject officer since his retirement, as shown by this answers to Navy Finance Center) petitive 
questionnaire, Form T-718A(5-59), was selling, contracting for the sale of, or literall; 
negotiating for the sale of any supplies or war materials to any agency of the 6. In 
Department of Defense, within the meaning of those statutes. ative si 

2. The statutes in question preclude payments to a retired officer who is engaged tangibl 
in selling, contracting for the sale of, or negotiating for the sale of any supplies scientif 
or war materials, or “naval” supplies or war materials in the case of 10 U.S.C. canbe s 
6112(b). As you know, the Comptroller General of the United States recently 7. Un 
gave extended consideration to these statutes in the case of Lt. Comdr. Ronald) of milit 
Anthony, reference (b). Lieutenant Commander Anthony was described as “a and ind 
sales-promotion and public-relations man” who called on officers clubs, nom confusi 
commissioned officer clubs, and Navy exchange to promote good will and main 8 Fo 
tain good public relations for his employer, a distributor of beer in the Nor eral Pri 
folk, Va., area. The Comptroller General held that Lieutenant Commande had no 
Anthony had engaged in “activities calculated to induce the purchase of supplies functior 
and materials” and that he was not entitled to receive retired pay from product 
Navy during the period in which he was so engaged. In this same opiniol) and bo: 
however, the Comptroller General was careful to point out that a retired mili ny Se 
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officer who is employed under a contract for personnel services with a person 
who manufactures and/or sells supplies or war materials to military depart- 
ments, but who has no personal connection with sales or the promotion of sales, 
jg not engaged in selling, contracting or negotiating to sell to such agencies with- 
jn the terms of those statutes. 

3. The Comptroller General states in reference (b) that: 

“The statutes manifestly are directed at preventing favoritism and preferen- 
tial treatment in purchases and contracts for supplies and materials by pro- 
hibiting retired officers from engaging in sales and related activities with the 
departments concerned. Considering that purpose, activities calculated to 
jnduce the purchase of supplies and materials, even though the mechanical acts 
of actually consummating sales or negotiating sales or contracts for sales may 
pe done by another person, must be viewed as coming within the scope of the 
statutes and hence as subjecting the retired officer concerned to the prohibition 
prescribed in 5 U.S.C. 59e or 10 U.S.C, 6112(b), as applicable in the particular 
ease. That is so even though the actual purchasing officers be different from 


| those with whom the retired officer deals if the latter in fact have the authority 


bout | 
8. 
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rould 
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to determine, or occupy a position that would substantially influence, the 
selection of the supplier or of the brand of supplies and materials that may 
be purchased. Activities undertaken to effect sales are prohibited even though 
no actual sale or contract may be made.” 

4. In determining the relevance and relationship of the Comptroller General’s 
ruling in that case to the case now under consideration, however, it is of course, 
essential to give appropriate weight to operative differences in the actual facts 
involved. The Anthony case dealt with beer; the subject matter of this case 
is advanced weapons systems. To suggest that a legal distinction may be 
based upon this difference in subject matter, is not to infer that advanced 
weapons systems are in any way excluded from the prohibition of the “supplies” 
and “war materials” which retired officers must not sell or negotiate to sell to 
agencies of the Department of Defense. The Comptroller General concluded 
in the Anthony case that “any article of tangible personal property purchased by 
the Department of Defense, etc., or by the Department of the Navy, respectively, 
is within the purview of the statutory provisions in question.” 

5. Advanced weapons systems in their ultimate form are developed into hard- 
ware which certainly constitutes “tangible personal property.” If, therefore, a 
retired officer were in fact engaged in selling or negotiating the sales of ad- 
vanced weapons systems hardware he would be equally within the prohibition 
with a brother retired officer whose line was beer instead of sophisticated 
weapons systems. But an operative factual difference between simple beer as a 
subject matter and complex weapons systems as a subject matter, lies in the 
extreme difference in the creative process antecedent to the development and pro- 
duction of the end products. Symptomatic of this essential difference is much 
of the language used in the Anthony opinion descriptive of the facts concerned 
therein in which the existence of competing brands of supplies is presupposed, 
and there were charges that the retired officer had influenced a ship’s recreation 
council to buy and use Mr. Anthony’s “product” after the council had voted 
and contracted for a “rival beer.” In short, the Anthony case deals with com- 
petitive selling of substantially standard products which may remain unchanged 
literally for centuries. 

6. In the advanced weapons system field, however, years of intense and cre- 
ative scientific effort in research and development must take place before any 
tangible “product” emerges. All or substantially all of such years of effort and 
scientific talent and money would be wasted were it not for the guidance which 
can be supplied only by practical military requirements. 

7. Unfortunately, liaison activities related to the process of the determination 
of military requirements and the interpretation of these requirements to science 
and industry, being a necessary antecedent to any sales process, are vulnerable to 
confusion with the sales process. 

8. Form T-718A relating to Rear Admiral Schoeffel’s employment with Gen- 
eral Precision Equipment Corp. and Atlantic Research Corp. states that he has 
had no personal connection with sales or the promotion of sales. His principal 
function for General Precision Equipment Corp., a holding company with no 
Products of its own, is stated to be that of a salaried adviser to the president 
and board chairman on military requirements. His position with Atlantic 
Research is that of a member of the board of directors for which he receives 
a flat fee for each meeting. 
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9. Admiral Schoeffel’s description of his duties is as follows: 

“(a) General Precision Equipment: My title is director of weapons plan- 
ning. In spite of the word ‘director’ I am not an executive. I am a staff adviser 
to the chairman of the board of directors and to the president, with additional] 
duties as a member of the engineering planning committee. My chief duties 
are to be cognizant of the policies and business methods of the military depart- 
ments and to advise thereon. I do this by the reading of appropriate documents 
(Congressional Record, congressional reports of hearings, etc., Budget of the 
United States, magazines, ete.), by attendance at the meetings of societies 
(American Ordnance Association, NSIA, Institute of Aeronautical Sciences, 
American Rocket Society, Society of Naval Architects, etc.) and by occasional 
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direct visits to officials of the military services. 

“From time to time I arrange for technical presentations by our group of 
companies on new concepts they have conceived which may prove to be of value 
to the military services. I have also arranged for discussions between officials of 
the companies and military officials regarding the capabilities of the companies in 
R. & D. and in manufacturing. 

“Sometimes I attend these presentations or discussions, sometimes not. I 
have never attended any when discussion of a specific contract, either potential 
or existing, was underway. Twice the conversation tended to become specific, 
and, in both cases, I left the room. I have attended discussions when the military 
services were in the process of preparing lists of companies from whom to 
request quotations, and I have participated in explaining the capabilities of our 
companies. 

“I frequently attend presentations given by the services in the Washington 
area when invited, either invited in person or when the invitation is made to 
the company. 

“T have office space in an office maintained jointly by General Precision Equip- 
ment, General Precision Laboratory, Link Aviation, Kearfott, and Librascope, 
I have no subordinates, except a secretary. The representatives of the sub- 
sidiaries are not in any sense under my direction. I do confer with and advise 
them, and visitors from other subsidiaries, upon whom to see and how to proceed 
in doing business. I never accompany these representatives to the military 
departments unless I know the discussion will be limited to discussions of our 
capabilities, or to obtain information on broad governmental policies or 
procedures. 

“From time to time the chairman of the board calls on me to advise him on 
such broad matters as: 

“Should we bid on such-and-such a procurement? 

“If so, which of our subsidiaries should take the lead? 

“Should we associate with other companies in bidding? 

“What is the attitude of DOD toward the trend toward vertical industrial 
organizations under the weapon system concept? Ete. 

“(b) Atlantic Research: I am a member of the board of directors without 
any further delineation of duties.” 

10. Those are the broad facts delineating the scope of Rear Admiral Schoeffel’s 
employment. These facts must be considered in the light of the practices of 
modern industry, particularly defense industry. General Precision Equipment 
Corp. and its subsidiaries have, like other companies engaged in defense industry, 
the ultimate objective of selling products or services. Even the end products of 
these companies, however, are not standard “off the shelf” items like beer and soft 
drinks. On the contrary, their products must keep pace with the rapid tech- 
nological changes of today and respond to the needs of the Defense Establish- 
ment as reflected in those changes. To this end large research and development 
programs are required within defense industry. Both advance and continuing 
liaison with the armed services is a prerequisite to keeping company programs in 
phase with and guided by the requirements of the Department of Defense. 

11. A constant interchange of ideas must therefore be maintained between 
and among industrial research scientists, engineering and production experts of 
companies engaged in advanced defense production, and planning and operational 
experts in the Army, Navy, and Air Force. As vehicles to carry the ideas back 
and forth in this two-way traffic between defense agencies and defense industry, 
employers in defense industry have selected individuals they believe best qualified 
both from the standpoint of industry and defense. The process in which these 
individuals are engaged has become known in defense industries as technical 
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liaison. It is clear from the facts in Admiral Schoeffel’s case that he represents 
his employer and its subsidiaries in this technical liaison process. 

12. Questions of law raised by the facts of Rear Admiral Schoeffel’s employ- 
ment. The facts of this case, therefore, raise two questions of law: 

First, does existing legislation which expressly and specifically bars the par- 
ticipation of retired officers only in sales and sales negotiation activities, by 
jmplication extend also to technical liaison activities ; and, 

Second, if technical liaison activities are not proscribed by existing legislation, 
has Rear Admiral Schoeffel’s conduct in the technical liaison process, as revealed 
by the record before the Judge Advocate General, exceeded the legal bounds of 
that process and extended over into the area of sales negotiations or sales of 
supplies or war materials? 

13. The nature of the “technical liaison” process in modern defense industries. 
A number of substantial differences distinguish the technical liaison process as 
it now exists in defense industries, from the type of sales promotional conduct 
before the Comptroller General in the Anthony case. That type of sales pro- 
motional activity is typical of commercial industries engaged in the mass pro- 
duction of thousands of standard type products designed primarily for con- 
sumption by the public and other industries rather than almost exclusively by 
the Army, Navy, or Air Force. In defense industries on the other hand, a dif- 
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ferent type of creative process is required in addition to and apart from the sales 
process. Long before any hardware or “tangible personal property” is produced 
asa result of the development of an advanced weapons system, an extended suc- 
cession of creative activities must be conducted. First, there is basic or scien- 
tific research; then there must follow a stage of applied research. Then the 
stage of tentative weapons system planning is approached; and finally, as an 
antecedent to actual production, there are usually extended phases of develop- 
ment and testing. Technical liaison is required constantly through this extended 
creative process. This technical liaison process thus provides the essential link 
necessary to harness industrial production to actual and specific defense needs, 
plans, and programs. 

14. To take a specific example, suppose a large industrial corporation of great 
scientific and technical production resources wants to enter the esoteric field of 
antisubmarine warfare systems development, how can it first ascertain and then 
meet the requirements of the military? 

This can only be done successfully and with minimum delay if men having 
the requisite military training and experience are looking over the shoulders of 
the company’s scientists and engineers, so that they can act as catalysts between 
the military and the corporation. The experience required must include practical 
experience with submarine capabilities and limitations, together with practical 
experience in the problems of antisubmarine warfare. In this urgent field of 





defense effort, new ideas are in critical demand, but economy and military 
effectiveness require that all new ideas which are impractical be eliminated 
before they waste money and resources. (This specific example of antisubmarine 
warfare systems is entirely relevant to Admiral Schoeffel’s case, since at least 
one of the subsidiaries of his employer, having been previously engaged primarily 
in aviation development and manufacturing, is now turning to sub-sea warfare 
areas. ) 

15. Returning to the general function of the technical liaison process in re- 
lation to the defense of the United States, it is necessary to take into account 
the difference between the present problems of defense industries as distin- 
guished from those which existed before and during World Wars I and II. 
Industrial power has long been the great defense asset of the United States. 
The capability of American industry to mass produce military hardware was 
largely responsible for our ultimate victories in those two world wars. Standard 
weapons of World Wars I and II—such as rifles, machine guns, tanks, flame 
throwers, etc.—were not radically changed literally for decades. 

16. Since World War II, however, there has developed a tremendous accelera- 
| tion of the technological revolution. The unprecedented speed of this revolution 
in weaponry has frequently resulted in present-day weapons systems becoming 
obsolete even before they have been developed to the point of production for 
/actual deployment. Today, therefore, the critical contribution of American 
industry to the survival of the United States has shifted largely from mass 
production of standardized military hardware to the translating of fantastic 
scientific discoveries into prototype or tailor-made weapons systems. These 
advanced weapons systems must be sufficiently sophisticated—but also sufficiently 
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practical from a military standpoint—to deter an enemy determined to destroy 
us. It isin this field of practicality and military functionality of new ideas, that 
the technical liaison expert makes his essential contribution to defense industry, 

17. Industries, such as space-propulsion and space-electronics, which did not 
even exist 10 years ago—or even 3 or 4 years ago—are now in many instances 
absolutely essential to the defense of the United States. Such industries, which 
are comprised both of completely new companies and long-established companies 
offshooting into new lines, owe their so recently created existence primarily to 
two factors: first, scientific research; and second, the needs of defense in the 
space age. The first factor in the development of these new segments of 
defense industry has been well stated by Dean Gordon Brown of the Engineering 
School of Massachusetts Institute of Technology : 

“To have a place where research based companies can grow up, you must have 
a special climate where people are interested in ideas, where they meet to 
discuss them.” (Italic supplied.) 

The second factor in making new industrial development effective for the 
defense of the United States is a process through which scientific and industria] 
ideas can be applied to the solution of defense problems. A new idea, arising 
out of basic research, may appear to the scientists who gave it birth, and to the 
industrialists who support its growth and finance its application, to have 
potential only for industrial or commercial purposes. On examination and 
analysis by persons with experience in military requirements, such an idea may 
represent the type of major breakthrough capable of meeting strategic weapons 
requirements essential to keeping us ahead in a technological weapons race into 
which we have been forced. 

18. Once research on an idea has passed the basic stage, it becomes immedi- 
ately essential to supply the guidance of military experience and strategic 
thinking, in order to exploit the idea for the defense of the United States. A time 
lag at this point can, according to much testimony before several committees of 
Congress, be critical. Just as the new ideas of science and industry must be 
made promptly available to and translated for military experts, the ideas of the 
strategists and tacticians in defense agencies—the ones who have practical prob- 
lems in defense which must be solved—must be made available to and translated 
for the scientific and industrial communities. Thus, the primary and pervasive 
function of the technical liaison process is to deal with ideas substantially 
removed from supplies or war materials. 

19. Special qualifications of retired officers for employment in the technical 
liaison process. The reservoir of trained manpower qualified by reasonably 
current experience and up-to-date familiarity with new ideas in the defense field, 
to perform these essential technical and scientific liaison functions, is almost 
limited to retired officers of the Armed Forces. They have unique experience on 
which to interpret the requirements of the military to American industry and 
their scientists, together with the added qualification of being able to interpret 
in practical terms the capabilities and ideas of research scientists and their 
industries to defense agencies. { 

20. The fact that retired military officers have unique experience and capa- 


bilities would be irrelevant and immaterial in this discussion if such capabilities | 


were employed in making sales or in negotiating sales, because Congress has 
clearly prohibited their acting as salesmen—regardless of whether they might 
be specially effective as such. On the other hand, the possession by retired 
officers of unique qualificaions as technical liaison experts is directly relevant to 
the question of whether it is reasonable to imply that Congress intended to bar 
them from the technical liaison process. The greater the contribution they— 
and they alone—are capable of making in this manner to the speedy translation 
of scientific breakthroughs into operational weapons systems, the less is the like 
lihood that Congress intended to deprive the United States of such a de 
fense asset. 

21. The likelihood that Congress intended to sacrifice this type of ss 
asset can be estimated also on the basis of two additional factors: 

(1) Is such sacrifice necessary to stem the evil against which the legisls 
tion is specifically pointed—undue influence or favortism in sales or the sales, 
negotiation process in relation to supplies and materials? And 

(2) What has been the attitude of Congress, as evidenced by recent legis. 
lation, with respect to the magnitude of scientifically trained manpower a 
a defense assets? 
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22. In analyzing the first of these questions, the Comptroller General has 
accurately stated in the Anthony case that : 

“The statutes manifestly are directed at preventing favoritism and preferen- 
tial treatment in purchases and contracts for supplies and materials by pro- 
hibiting retired officers from engaging in sales and related activities with the 
Departments concerned.” 

The prohibitory language used by Congress, which proscribes retired officers 
from participating in the “selling of,” “contracting for the sale of,” or “negotiat- 
ing for the sale of” supplies of war materials, appears broad enough in express 
terms to accomplish the objective of Congress. It is not necessary, therefore, 
to supply by implication additional language which Congress did not choose 
to use, and which would cover the technical liaison process as such. The 
evils sought to be restricted would result only in cases of individuals exceeding 
the boundaries of the technical liaison process and thereupon entering into 
the sale or sales negotiation process in relation to supplies or materials. An 
individual upon so doing immediately becomes subject to the prohibition and 
penalties of the existing statutory language relating to the sales process, and 
the statutory purpose is thereby fulfilled. The technical liaison process, like 
any other process which involves contacts, is of course susceptible to abuse. 
It would appear to be grossly disproportionate, however, to attack the entire 
technical liaison process merely to insure against its possible abuse by some 
individuals. If existing legislation did not provide a method for penalizing any 
such individuals, there would be more excuse for torturing the words of the 
statute into implied coverage of the technical liaison process as well as the 
sales process. As pointed out above, however, individuals who yiolate the 
congressional intent can be effectively penalized by enforcement of the statute 
as expressly written by Congress, without the administrative introduction of 
unwritten implications. 

23. The likelihood that Congress intended to sacrifice the defense asset 
of the unique experience and special skills of retired officers is further re- 
duced by the priority recognition Congress has recently given to the value to 
the defense of the United States of scientifically trained manpower. Congress 
has recently enacted legislation to stimulate and support higher education, 
especially in the fields of science and engineering. Known as the National 
Defense Education Act of 1958, this legislation is considered essential to the 
future survival of the United States in our long-run, all-out competition with 
totalitarian communism. A few years from now, this legislation will begin 
to bear its first green fruit in the form of increased numbers of graduates in 
science and engineering. With an added few years of practical experience, 
these college graduates will ripen into actual defense assets instead of repre- 
senting an essential but future potential. It is not logical to assume that a 
Congress so foresighted as to take these advance precautions to insure a reser- 
voir of scientifically trained manpower for future survival of the nation, would 
be so shortsighted as to intend to bar the employment of existing manpower 
especially trained in defense needs and available here and now. I have complete 
confidence that Congress fully realized that the United States needs to survive 
in the next few critical years, as well as in the indefinite future. 

24. Conelusion of law: Existing legislation expressly prohibiting retired officer 
participation in supplies and materials sales and sales contracting or negotiating 
activities, does not by implication prohibit their participation in technical liaison 
process. The first question of law stated above is, in effect, has Congress erected 
a legal barrier against the participation of retired officers in scientific and tech- 
nical liaison? I am of opinion that Congress has not done so. I believe the 
legislation was directed solely against undue, unethical, improper influence in 
direct relation to sales, sales contracting and sales negotiation of supplies of 
war materials. I find no intent in existing legislation to emasculate the entire 
technical liaison process by barring from participation in it, the trained man- 
power best qualified by skill and experience to make it most effective. To hold 
otherwise would attribute to Congress an intent to draw a legal curtain between 
retired officers, with their unique store of experience, and all agencies of the 
Defense Department. Through such a legalistic curtain retired officers could not 
pass to carry the ideas and capabilities of the scientific and industrial communi- 
tles on the one side, to military experts on the other; nor could they penetrate 
the curtain to bring the requirements, needs and practical problems of the 
Ihilitary to the attention and abilities of industrial scientists, engineers and 
managerial executives, 
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25. This conclusion of law is supported by additional factors bearing on cop. 
gressionalintent. Congress, as well as the President, has repeatedly given officia] 
recognition to the dominant fact of this era, that we are in an all-out, acrogs. 





the-board competition against a powerful and highly resourceful totalitarian 
aggressor; and that this aggressor has declared its objective of subjecting the 
entire world to Communist domination. Congress is charged by the Constitution 


of the United States with the authority and responsibility for providing for the | 


common defense of the Nation. It would not be logical, therefore, to interpret 
legislation enacted by the Congress as intended to handicap the common defense 
of the United States by depriving the defense effort of the unique and essentia! 
practical experience of retired officers of the armed services in an important area 





beyond that in which the congressional enactments concerned specifically pro- 
hibit the employment of retired officers while drawing retired pay. 

26. It is most significant that Congress has gone no further than to include 
in its restriction of the employment of retired officers, their engagement in the 


“selling, contracting for the sale of, or negotiating for the sale of” supplies or | 


war materials to agencies of the Department of Defense. To construe this pro- 
hibition too narrowly would, of course, defeat the intent of Congress to remedy 
the potential evils of favoritism and preferential treatment in the sales process, 





It would be at least equally unwarranted to construe it too broadly, so that the 
specific prohibition relating to sales of supplies and war materials and sales 
negotiations relating thereto, would be carried over into the fields of the con- 
ception, creation and development of advanced weapons systems and the dis- 
cussion, evaluation and interchange of new ideas. This would be attributing to 
Congress an intent repugnant both to its constitutional responsibility for the de- 
fense of the Nation and its consistently exhibited concern that this responsibility 
be recognized as of paramount importance to the survival of the United States, 

27. It is my opinion, therefore, that the first question of law stated above must 
be answered in the negative; that is, existing legislation which expressly and 
specifically bars the participation of retired officers only in sales negotiation, 
sales contracting and sales of supplies and war materials, does not by implication | 
extend also to technical liaison activities in advanced defense industries. 

28. In view of the general conclusion of law that the technical liaison process as 
it exists in modern defense industries is not, as such, barred to Army and Air 
Force officers for 2 years after retirement, and barred to Naval and Marine officers 
for life so far as liaison with the Department of the Navy is concerned, there 
remains for decision the specific question of law as to whether Admiral Schoeffel’s 
activities were confined to the technical liaison process or whether he has in- 
stead gone outside of and beyond technical liaison activities as described above, 
and engaged in “selling, or contracting or negotiating to sell, naval supplies or 
war materials to the Department of the Navy”, or “in the selling of or contract- 
ing for the sale of or negotiating for the sale of to any agency of the Department 
of Defense * * * any supplies or war materials”? To answer this question it is 
necessary to consider not only the description of Admiral Schoeffel’s activities 
and his job description as set out earlier in this opinion, but also additional 
available facts concerning the specific nature of his contacts with personnel of 
the Navy Department and other agencies of the Department of Defense. 

29. Rear Admiral Schoeffel states that he advises the chairman of the board 
of directors and the president with regard to defense needs and current trends 
in weapons development; that he arranges for technical presentations by his 
group of companies on new concepts; and that he arranges for discussions be 
tween officials of the companies and military officials regarding the technical 
capabilities of the companies. As a former high ranking naval officer, and as the 
former Chief of the Bureau of Ordnance, Admiral Schoeffel has developed con- 
siderable expertise in the field of military weapons. During the years since his | 
retirement he has been building up a second area of competence—that is, a 
thorough understanding of the capabilities of the concerns which he represents. 
It is through his ability to appraise Governmental needs and industrial capabili- 
ties to the benefit of each that he makes his contribution. 

30. A representative group of the Navy Department officials whom Rear Admiral | 
Schoeffel lists on form T-—718A as having been contacted in the course of his) 
employment have been questioned as to his relations with them. Their answers 
presented a variety of circumstances which reflect the places and occasions of the | 
meetings. All agreed and affirmatively stated, however, that Rear Admiral 
Schoeffel at no time in their judgment attempted to sell, negotiate a sale or 
influence the purchase of any product handled by his company. 
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Read Admiral Schoeffel was interested in finding out from some of the people 
questioned how the capabilities of his companies in the area of research and de- 
yelopment could be directed to fit possible future needs of the Navy. Several 
persons volunteered that he was most meticulous in requesting that there be no 
discussion of any contract which his companies might already have or might be 
in the process of negotiating. One of the officers contacted by Rear Admiral 
Schoeffel, for instance, was Rear Adm. Rawson Bennett, the Chief of Naval 
Research. Rear Admiral Bennett has an obligation to explore new developments 
in the field of naval science. Therefore, he states that when informed by Rear 
Admiral Schoeffel that one of his companies had a research project under con- 
sideration which was of possible interest to the Office of Naval Research, he was 
glad to arrange for a presentation before a proper person in his office. Rear 
Admiral Bennett added, as all of the officers contacted did, that Rear Admiral 
Schoeffel had never made any attempt to “sell” any product to him. In fact, no 
salable product existed at the time of the contact with Rear Admiral Bennett. 
They were dealing with ideas. This is typical of contacts in the technical liaison 

rocess. 
. 31. On the basis of all the facts and circumstances discussed above, both in the 
earlier and latter parts of this opinion, I am of opinion that the present case is 
clearly distinguishable from the Anthony case in that Admiral Schoeffel’s activi- 
ties as revealed in the record are typical of the technical liaison process, and do 
not constitute sales promotion, sales negotiation, sales contracting, or sales of 
any supplies or war materials. It is the opinion of the Judge Advocate General 
that on these facts Rear Admiral Schoeffel has not contravened 5 U.S.C. 59¢ or 


10 U.S.C. 6112 (b). 
(Signed) Chester Ward. 
CHESTER WARD. 


Mr. Harpy. “Technical liaison” as distinguished from “selling.” 
That has to be a lulu. 

Admiral Warp. Well, it has to be done, sir. It might be a little 
difficult. 


But you can’t avoid decisions because they are somewhat difficult. 

If you look, sir, on page 13—I mean 6, paragraph 13—— 

Mr. Hésert. Admiral, at this point—— 

Admiral Warp. Yes. 

Mr. Héserr (continuing). May I interrupt to say that this will be 
made part of the record at this point. 

Admiral Warp. Yes, sir. 

Mr. Héperr. So—we are referring to it, and it will be in the record. 


Admiral Warp. Yes, sir. 
It says— 


a number of substantial differences distinguish the technical liaison process, as 
it now exists in defense industries, from the type of sales promotional conduct 
before the Comptroller General in the Anthony case. 

That type of sales promotional sales activity is typical of commercial indus- 
tries engaged in the mass production of thousands of standard type products 
designed primarily for comsumption by the public and other industries, rather 
than almost exclusively by the Army, Navy, or Air Force. 

In defense industries, on the other hand, a different type of creative process is 
required, in addition to and apart from the sales process. 

Long before any hardware or tangible personal property is produced as a result 
of the development of an advanced weapons system, an extended succession of 
creative activities must be conducted. 

First, there is basic or scientific research. Then, there must follow a stage of 
applied research. Then, the stage of tentative weapons system planning is 
approached. And finally, as an antecedent to actual production, there are usually 
extended phases of development and testing. 

Technical liaison is required constantly through this extended creative process. 
This technical liaison process thus provides the essential link necessary to 
harness industrial production to actual and specific defense needs, plans and 
programs. 
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Mr. Harpy. Now, that is the end of your paragraph there. 

Then, I take it, your technical liaison sould be conducted at the kind 
of a party that might be put on over the weekend at the fancy club in 
the Bahamas ? 

Admiral Warp. No,sir. I think that would be a most inappropriate 
and ineffective time—— 

ss Harpy. You are talking about the setting in which it takes 
place. 

Now, if it has the proper people down there, isn’t there any reason 
why it couldn’t be done ? 

dmiral Warp. Well, sir, what you are dealing with is really an 
exchange of ideas and specific technical information. 

Now, realizing the complexity of modern weapons systems, if any- 
one can keep enough of + i complexities in mind to discuss it at a 
cocktail party, he is really brilliant. 


Mr. Harpy. I didn’t say a cocktail party. I said you might take | 


&@ group down to this fancy club in the Bahamas, where you are getting 
away from all of this mundane business that you have around the 
Pentagon, and it might be very conducive to technical liaison, as you 
have defined it. 

But who is going to know whether that is what took place or whether 
or not you may have a function more in the nature to that which Com- 
mander Anthony was performing? 


Admiral Warp. Well, sir, in the Anthony case, the Comptroller | 


General held that these sales, promotional sales activities, were within 
the proscription of the statute. 

Mr. Harpy. I am wondering why you don’t come up with a defini- 
tion, or a regulation which might effectively change that thing. 

Admiral Warp. Well, sir 

Mr. Harpy. You are coming up with a regulation now which is dis- 
cussing the kind of thing that I just mentioned. And you are not ever 
going to know whether this technical liaison might be more real than 
technical. 

Admiral Warp. Well, suppose the system were open to abuses, sir. 
We haven't devised any system yet that isn’t open to abuses. And 
your committee has the delicate job of establishing safeguards, without 
loading down the process with safeguards. 

Mr. Harpy. Well, I am just trying to understand 

Admiral Warp. Yes. 

Mr. Harpy (continuing). How in the world can you draw a line be- 
tween technical liaison and selling as constituted in the Anthony case! 








That is exactly what I am asking you about. And, frankly, I don’t | 


believe you have done it. 
Admiral Warp. Well, I think I have done my best, sir. 


Mr. Harpy. I don’t question that for a second. Personally, I am | 





grateful to you for trying. But 


Admiral Warp. You know, sir, it reminds me—when I was young, 
many years ago, we had sort of elementary-type airplanes, and when 
an airplane would first come out, it was a pretty good airplane. It, 
was fast and maneuverable and it could perform its operational fune- 
tion. And then they would start making the thing safe. And they 
would keep adding weight to it, and gadgets to it. And pretty soon 
the darn thing was so heavy it could no longer do its operational fune- 
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tions, and it wasn’t very safe because it had the gliding angle of # 





— a) 


ick. 
Well, the governmental procurement system is very much the 
same way. 
fe You can overload it with safeguards so that nobody can ever get 
| anything bought before it becomes obsolescent. 
ie Now, if you are going to avoid overloading it with safeguards, you 
have to trust your people, both retired and active. 
oy I think the greatest safeguard is the integrity and intelligence of 
| your active duty personnel. 
sn Mr. Harpy. I don’t think there was any lack of integrity or intel- 
ligence on the part of Commander Anthony. I think he was doing 
y- | his job well. But I am having an awful hard time distinguishing be- 
“q | tween what he was doing in the interest of selling a commercial item 
and what some of these high-powered boys up here—maybe some of 
ke | them are registered as lobbyists, and maybe they are not. But per- 
2 forming what you call technical liaison and actually going over to 
£ . : : 
he the Pentagon, doing more real selling than Anthony was doing. 


ang Admiral Warp. Well, sir, one way of meeting your problem there, 
the beer circuit as distinguished from the other type circuit—— 
her | Mr. Courrnry. Champagne circuit. 


ve Admiral Warp (continuing). Would be—— 
Mr. Harpy. Now, it is classified as a war material. So we are talk- 
ler | ing about the same thing. 





hin Admiral Warp. You will have to ask the Comptroller General 
why beer is a war material. But that type of activity, sir 

bai. Mr. Harpy. And it is explosive, too, I have just been reminded. 
{Laughter. | 


Admiral ‘Warp (continuing). Could be countered by making these 
dis- | Testrictions applicable only to the so-called high brass who pre- 
wver | sumably have influence. 


hen Mr, Harpy. You wouldn’t call a commander, then, high brass? 
| | Admiral Warp. I wouldn’t. 

sir, Mr. Harpy. You wouldn’t say he has any influence. sat 
‘And Admiral Warp. I would say that his influence is so narrowly limited 


hout that it wouldn’t justify legislation restricting the use of it. 

Mr. Harpy. That wouldn’t be true, then, of captains and flag 

| officers ? 

Admiral Warp. Well, there would be more of a basis for assuming 
ebe- itistrue. Actually, I personally believe the retired officer is more or 
easel less of a dead duck as soon as he retires, as far as exercising any In- 
don’t | fluence is concerned. ’ 

I think that point meets the committee’s interest yesterday, in why 

a retired officer is allowed to use his title in commercial enterprises 
Tam | where an active duty officer isn’t. 

At first, it sounds somewhat inconsistent, as Mr, Courtney very 
oung,| “oquently pointed out. , 
when _ But when a retired officer is placed on that retired list, he is no 
e. It, longer “Rear Admiral, U.S. Navy.” He is Rear Admiral, U.S.N,, ret. 

fune-| And that signals to everyone that he is no longer a molding force in 
1 they | the active Navy. a st alia . 

y soon} This is a courtesy title, “U.S. Navy, retired.” He has no right 
‘fune-| going around signing himself “Rear Admiral, U.S. Navy.” He has 
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to put that flag up that says “I am retired.” This is a courtesy title, 

r. Harpy. V ell, I hate to think all the admirals that I know are 
devoid of influence. Some of them I know are highly influential in 
local circles. And frankly I am happy they have retained some 
contact with the active duty people. I don’t believe they lose all 
their influence. I am talking about personal influence. I am not 
talking about improper influence. But I don’t know how you would 
ever be able to completely separate one from the other and say that 
a man has a very high degree of personal influence, kept on a high 
plane, whereas if he should happen to be inclined the other way his 
influence for bad is not existent. 

Iam through. 

Mr. Courtney. Then, Admiral, I revert to the previous question 
and your answer to it. Would you say that regardless of the diff- 
culties of definition, you accept the Comptroller General’s basic 
proposition that the thing to be avoided is favoritism and preferential 
treatment ? 


(Admiral Ward nods. ) 


Mr. Courtney. Would you say, thien, that this technical liaison that_, 
you have described would pass over into the field of selling as it 
would be defined in the statute when it becomes preferential] treat- | 


ment or favoritism ? 

Admiral Warp. Yes, sir. If, to induce a Government official or 
officer to choose one competing type of weapons system or hardware 
over another, he exerted influence on that decision, then I would say 
that was selling and was within the prohibition of the statute. 


Mr. Courtney. Now, I notice on page 5, Admiral, I have just a | 


question or two on the propositions that were put to you, in the decision 
on Admiral Schoeffel. 

Now, this admiral says that in his employment he is asked to answer 
such questions as this: “Should we bid on such and such a procure- 
ment?” And then the second question: “Should we associate with 
other companies in bidding?” 

Now, Admiral, how can you answer those questions, even internally, 


without being engaged to some degree in the determination to sell or , ; 


not to sell ? 


Admiral Warp. Well, the law certainly doesn’t prohibit participa- | 


tion within his employer company, in making decisions as to whether 
they should go after certain business. 

Mr. Courtney. Let us suppose the decisions, rather, the answers 
that are given to these questions are obtained in the course of this | 
technical liaison of which you speak. Doesn’t that automatically make 
it a part of the selling process? 

Admiral Warp. Sir,as Mr. Gavin pointed out yesterday, practically 
everything that happens in any industry is part of the selling process 
ultimately. 

In other words, unless you buy raw materials and machine them and 
have the machines to machine them and the managerial experts t 
manage the workmen, you are not going to have an end product to sell. 

But the sales process that I thought we were discussing here, it seems 
to me, is limited to direct selling, rather than decisions made in the 
executive area of companies. 

Mr. Courtney. Prior to direct selling. 
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Admiral Warp. Yes, sir. 

Mr. Courrney. Admiral, one question while on this subject which 
you mentioned and which I was about to ask you anyway. The De- 
partment of Defense directive with respect to use of military titles—— 

Admiral Warp. Yes. 

Mr. CourrNry. You state that this is an honor, an honorary title, 
well worn and properly used under certain circumstances. 

But do you bas difficulty in reaching a decision that it ceases to 
become honorary when it is used in connection with the employment 
of the person who is entitled to use it, for social purposes—sort of a 


| noblesse, if you please. 


What would you say, for example, if the retired Surgeon General 
of the Navy—what would happen to him if he put a sign on his door 
up here “John Jones, M.D., Major General, U.S. Navy” —— 

(Chorus of “Army.”) 

Mr. Courrnry. Of course, U.S. Army. “Surgeon General of the 
Navy, Retired, Physician and Surgeon.” 

Admiral Warp. I would see no objection to it, other than that the 





Mr. Courtney. You think the profession would soon take care of 


| that? 


Admiral Warp. That particular profession; yes, sir. [Laughter.] 

Mr. Courtney. Now, what would you say—well, if you would go 
uptown, how long would you be able to retain a sign on your door 
hich said “Chester Ward, Attorney at Law”—— 

Admiral Warp. Well 

Mr. Courtney. “USN, Retired, Rear Admiral”—“USN, Retired, 
former Judge Advocate of the Navy”? 

Admiral Warp. Well, let’s leave out the “former Judge Advocate 
of the Navy,” and stick to the title which we are discussing. I think 
it would be entirely appropriate to have on a professional card, “Rear 
Admiral Chester Ward, USN, Retired.” 

Mr. Courtney. Attorney at Law” ? 

Admiral Warp. “Attorney at Law.” And I think that would be 
accepted by the bar association, 

Mr. Courtney. Would you associate your last duties in the Navy 
with your professional introduction to strangers? 

Admiral Warp. No, sir. I would consider that both unethical and 
oolish. 

Mr. Courrnry. Well, now, when a person goes in and signs himself 
in behalf of a company seeking and doing defense business, as a 
defense contractor, as “Rear Admiral,” whatever it may be, “USN, 
Retired, Director of Planning”—this is a title that is common within 
the Department of Defense itself, isn’t it? Directors of planning 
are all over the place, as far as I can see. 

Admiral Warp. But that “Retired” notifies everybody he is no 
longer on active duty, he is not in the Defense Department, and any- 
thing he is doing now is in private employment. 

Mr. Gavin. For which he is being paid. 

Mr. Courtney. For which he is being paid. 

Admiral Warp. Yes, sir. 

Mr. Courtney. Now, wouldn’t the same philosophy be applicable? 
What would prevent him from wearing the uniform, under the same 
circumstances ? 
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Admiral Warp. Regulations, sir. He is-only*entitled’/ to°wear his |} tha 
uniform on ceremonial occasions. “And I don’t'think you would cal] | Est 








it a ceremonial occasion when he was trying to make a sale. E 
Mr. Courtney. Well, what is the distmetion in principle? Iam | of t 
discouraged about it. | Ing 
Admiral Warp. The distinction in principle between active duty | UY 
title and retired title? ein} 
Mr. Courtney. No, between wearing of the uniform and wearing ib 
the title that goes with it, in commercial business. ne 


Admiral Warp. If you would change the uniform so it had a big | thre 
sign across it “Inactive, Retired” —— 
{ 


r. Courtney. You mean a little black band on the arm ? | Teta 
Admiral Warp. Yes; a little black band. Yes, sir. Because your | /¢m 
title carries with it the signal that you are no longer active. as t 
Mr. Courtney. That is all, Mr. Chairman. opp’ 
Mr. Hésert. Thank you very much, Admiral. I 
The next witness, Mr. Courtney. | wery 


Mr. Courtney. Mr. Taylor, the Assistant Secretary of the Depart- | P® 
ment of Air Force, and Mr. Golden, the General Counsel. 


Is General Tidwell here? | rest 
Excuse me. Is General Tidwell here? The 
Mr. Hénerr. The Committee will be in order. Mr. Courtney. + ah 
Mr. Courtney. Mr. Chairman, we have the Assistant Secretary of high 


the Air Force for Materiel, Mr. Philip B. Taylor, with us. We have nf 
the General Counsel of the Department of the Air Force, Mr. Max| 
Golden. And General Tidwell. General, I have forgotten your first liner 


name. Major General—— | a 
General Trpwetx. That is right. the ( 
Mr. Courtney. Your first name? pare 
General Troweti. Moody R. conf 


Mr. Courtney. Moody R. Tidwell, of the Department of the Air U 
Force. 





Mr. Chairman, the Secretary has a "ape ner, statement, as does Mr. If 
Golden, the General Counsel. And [I would ask that they be per- | rath 


mitted to present them, under the rules, without interruption. | that 
Mr. Héserr. Mr. Secretary, you will present your statement. | ( 


TESTIMONY OF PHILIP B. TAYLOR, ASSISTANT SECRETARY OF THE | 
AIR FORCE FOR MATERIEL; MAX GOLDEN, GENERAL COUNSEL;) jwa, 
AND MAJ. GEN. MOODY R. TIDWELL, JUDGE ADVOCATE GENERAL} felt t 
OF THE AIR FORCE upon 


apple 

Secretary Tayztor. Mr. Chairman and members of the ee | oF th 

I am Philip Taylor, Assistant Secretary of the Air Force for Ma) isa p 
teriel. I want to thank the committee for the opportunity of appear} Ne 
ing here this morning. from 





The Air Force has followed these hearings with a great deal of) perio 
interest. The problems involved are, of course,. tremendously sig the b: 
nificant to us, and the country as a whole. We fully share the desir! sonne 
of the Congress to have our procurement functions exercised and ad| out o 
ministered free from partiality, improper, influence and bias. Ther} and 1 
is too much at stake to tolerate any chance that we might procure other 
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than the best possible equipment to meet he needs of our Defense 
Establishment. 

However, these very facts also demand that we take full advantage 
of the country’s best brains. The legislation and regulations concern- 


| ing the employment of former Air Force personnel by private indus- 


try should not be so stringent as to substantially eliminate such 
employment. I believe that the employment of former Air Force 
yersonnel by the defense industry permits the country as a whole to 
eel from the past education and experience of these individuals 
through the development of improved defense equipment. 

It is also vitally important that the military services attract and 


_ retain the best possible people to help decide our very complex prob- 


lems. I don’t wish to repeat all of the testimony you have received 
as to the problems faced by relatively young retired people denied an 
opportunity to work in their chosen fields. 
lowever, I would certainly be remiss if I failed to mention this 
very important matter. Not only is it important to the individual 
personally, but it is vital to the Air Force. It would be very hard 


, Indeed to obtain, and retain, the talent we need if absolute, or unduly 


restrictive, prohibitions against future employment were effected. 
The benefit, and we feel that it is an earned benefit, of retirement at 
an age that permits further employment, is an incentive not to be 
lightly discarded. 

The Congress has enacted a number of statutes dealing with the 
conflict-of-interests problem. Employing the framework of the per- 
tinent criminal provisions and loss of retirement pay sections of the 
law, the Air Force has promulgated regulations which closely follow 
the thread of the statutes. In general, we believe that all Air Force 
personnel are bound to refrain from any private business or profes- 
sional activity which would place them in a position where there is a 
conflict between their private interest and the public interest of the 
United States and the Air Force. 

If it is determined that changes in the law and regulations are neces- 
sary, the following factors should be taken into account. We think 
that the law should be uniform in its effect on all the services. We feel 
that it should be relatively broad in application, and that detailed 
policies and procedures should be spelled out in a regulation applicable 
to all the services. Our existing regulations have been predicated 
primarily on the idea that we must make sure retired personnel are 
aware of the prohibitions and improprieties in this field. We have 
felt that with reasonable surveillance, and without unduly infringing 
upon individual freedom, we can dissuade or apprehend any “bad 
gl The very great majority of the people involved, if aware 
of the problem, will police themselves better than we could do. This 
isa principle we would hope to be able to follow in the future. 

Nevertheless, I think that retired personnel should be prohibited 
from engaging in selling to the Department of Defense for a reasonable 
period after retirement. We feel that it would be most desirable if 
the bars to civilian government employment of retired military per- 
sonnel were lowered. This action will, of course, involve a working 
out of detailed problems within the framework of civil service rules 
and regulations. 
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I have with me today Mr. Golden, the General Counsel of the Air 
Force, to discuss questions involving the applicable laws and regula- 
tions. Thank you. 

Mr. Courtney. Mr. Chairman. 

Mr. Hésertr. Mr. Golden. 

Mr. Courrney. Mr. Golden has a statement which discusses the de- 
tail of the statutes insofar as they are applicable to the Air Force, 

Mr. Gotpen. Mr. Chairman and members of the committee, I am 
Max Golden, General Counsel of the Department of the Air Force. | 
appreciate this opportunity to discuss with the committee this prob- 
lem which is of mutual concern. 

The committee’s letter of August 11, 1959, to the Secretary of the 
Air Force requested a point-by-point discussion of the pertinent con- 
flict-of-interest statutes and regulations together with any recommen- 
dations as to changes in the law which this Department might feel 
appropriate. 

The committee has before it a book which outlines in detail the 
pertinent conflict-of-interest statutes and regulations. The Judge Ad- 
vocate General of the Navy has furnished the committee with a compre- 
hensive written statement which analyzes and discusses the various 
provisions of the law and regulations involved. It, therefore, seems 
unnecessary for me at this time to go over the ground which has already 
been covered. 

However, there are certain comments which I would like to make 
with respect to the inconsistencies, inadequacies, and overlapping of 
the statutes involved. In general, these comments cover matters in 
which the committee has expressed an interest over the course of these 
hearings. 

I might add here in discussing these statutes, I will refer to the page, 
if it will help, of the digest of laws which you have. Page 6 would be 
the first one. 

I would like to first direct your attention to 18 U.S.C. 281. Very 
briefly, this statute makes it a crime for active duty personnel to re- 
ceive compensation for services rendered with respect to a proceeding 


before any department or agency where the United States is an in- | 


terested party. 

In addition, the statute appears to place a lifetime ban on sales by 
a retired officer to his own department. The Judge Advocate General 
of the Navy, in his prepared statement, interpreted this statute as 
merely preserving the ban on sales which appears in the loss of retire- 
ment pay statutes. 

Under this view, all retired officers would be banned for 2 years from 
selling to the Department of Defense by 5 U.S.C. 59(c),—that is on 

age 16 of the digest—the penalty being the loss of retired pay, but 
a officers in addition would be subjected by 10 U.S.C. 6112(b) 
to the loss of retired pay for selling to the Navy at any time. Our 
interpretation as embodied in our regulations is that section 281 pro- 
vides criminal penalties for a retired Air Force officer who sells to the 


Air Force at any time rather than simply loss of retired pay during | 


the 2 years following retirement. This view tends to be supported by 
the Attorney General and the Department of the Army. 

This is an area which the Congress might well clarify. In so doing, 
Congress should consider whether a lifetime ban on sales is appro- 
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priate, or whether it would be more advisable to have a cooling off 
period, during which an officer would be subjected to loss of retired pay 
and criminal penalties for sales to any of the services. A 2-year pe- 
riod applicable to both the criminal penalties and loss of retired pay 
might be reasonable. Any cooling off period which may be selected 
should be uniform in application to all of the military departments. 

In addition, there is also for consideration whether 5 U.S.C. 59(c)— 
that is the loss of retirement pay statute—should be amended to in- 
clude the sale of services as well as supplies. 

As this committee well knows, one of the most serious problems 
involved in the conflict-of-interest area is determining those activities 
which constitute a sale. Section 281 uses the term “sale” without any 
further elaboration and as far as we know this term has never been 
judicially construed. After careful consideration the Air Force a 
proximately 10 years ago adopted the re, Win for guid- 
ance. This is paragraph 5(b) of Air Force Regulation 3030, and 
it is on the Air Force blue tabs, No. 2, in that digest. 


(b) SELLING OR CONTRACTING FOR SALE 


Under the statutes cited above, no retired Air Force officer, will sell, contract 
for the sale of, or negotiate for the sale of anything to the Air Force. This 
prohibition extends beyond the mere bargaining which may precede the execu- 
tion or the modification of a contract. It includes any activity on behalf of the 
prospective contractor which reasonably and directly is aimed toward forming 
the basis of a contract with the Government. However, it is not the intent of 
this regulation to preclude a retired officer from accepting employment with 
private industry solely because his employer is a contractor with the Government. 
Therefore, this regulation should not be construed as applicable to activities 
which are only remotely connected with claims or contractual matters as dis- 
tinguished from direct participation in obtaining a contract with the Government 
on behalf of a prospective contractor. 

It will be noted that this definition is quite close to the definition of 
selling activities recently given by the Comptroller General in the 
case of the Navy beer salesman (38 Comp. Gen. 470). 

Admittedly these definitions are not precise and would not be ap- 
propriate for inclusion in a criminal statute. Our best view is that 
perhaps the matter of definition should be left to regulation. 

Sections 283 and 284 of title 18—that is pages 11 and 13 of your 
digest of laws—place certain prohibitions on the prosecution of claims 
against the Government by former Air Force personnel. Section 283 
bars a retired regular officer for life from prosecuting any claim 
against the United States arising out of the subject matter with which 
he was directly connected during his tour of active duty. Former 
civilian personnel and retired Reserve officers are only barred by 
18 U.S.C. 284 for 2 years following the termination of their employ- 
ment from prosecuting claims arising out of the subject matter with 
which they were directly connected. 

Canon 36 of the Canons of Professional Ethics of the American 
Bar Association states, in part: 

A lawyer, having once held public office or having been in the public employ, 
should not, after his retirement, accept employment in connection with any 
matter which he has investigated or passed upon while in such office or employ. 


Since this is primarily a problem of post-employment activities 
of lawyers, and since the evil to be guarded against is primarily the 
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use of inside information, consideration should be given to amending 
section 284 to provide a perpetual bar against the prosecution of those 
claims by former personnel with which they were directly connected, 

Section 113 of the Renegotiation Act appears to express a congres- 
sional policy favoring such a lifetime ban. This proposed amend- 
ment would make the same ban applicable to former civilian per- 
sonnel and retired Reserve oflicers as is presently applicable to retired 
Regular officers. 

The breadth of application of the prosecution-of-claims statutes 
is in some doubt because of a difference of opinion between the At- 
torney General and a Federal District Court which has interpreted 
the term “claim.” 

In United States v. Bergson, the court held that “claim” means only 
an affirmative claim for money or property. This decision was not 
appealed. The Attorney General has maintained his earlier position 
on the scope of the term “claim.” This broader interpretation is em- 
bodied in our regulations, which read as follows: 

No distinction is to be drawn between monetary claims against the Govern- 
ment and nonmonetary claims, nor between affirmative claims and defensive 
claims. However, the Department of Justice has also advised that the statute 
was not designed to go beyond specific matters or cases upon which a person 
worked or concerning which he gained information while employed by the 
Government. Where a person acquires or expands his professional knowledge 
in some particular field while with the Government, he is entitled to use such 
professional knowledge in pursuing his livelihood after he leaves Government 
service so long as he does not, within the 2-year period specified by the statute, 
employ such knowledge in connection with a specific matter with which he 
became directly connected while in Government service. (Par. b.(1), AFR 
30-30A., ) 

Apart from legal considerations, from an administrative standpoint, 
the court’s interpretation in the Bergson case was unduly restrictive 
since the evil is the same when inside information is used in defend- 
ing a proceeding as in prosecuting it, and regardless of whether the 

roceeding involves money, property, a license, or other matter. Per- 

aps Congress will want to resolve this matter. 

I would next like to discuss the statutes governing the off-duty 
employment of active duty Regular officers. 

his is on page 20 of your digest. 

The statute which governs the employment of Regular Air Force 
officers is 10 U.S.C. 8544. Under the provisions of this statute no 
Regular Air Force officer may be employed by any incorporated 
company if such employment interferes with the performance of his 
military duties. 

The Army, in 10 U.S.C. 3544, has a comparable statute. On the 
other hand, the Navy statute, 10 U.S.C. 6112(a), prohibits any Regu- 
lar Navy officer on active duty from accepting employment with any 
firm which sells naval supplies or war material to the Navy. 

A Navy Regular officer who accepts such employment is not entitled 
to any payment from the United States during the period of employ- 
ment. There seems to be no reasonable basis for such a difference m 
treatment between Regular officers of the Navy on the one hand and 
the officers of the Army and the Air Force. 

I believe that the regulation and control of part-time employment 
of officers on active duty, both Reserve and Regular, is a matter that 
could best be handled by uniform regulations. 
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In conclusion I would like to briefly touch upon the matter of the 
Government contracting with its own employees. 

Section 281 of title 18 would prohibit a Government employee from 
selling to the Government in a representative capacity. Generally 
speaking, there appears to be no statute which specifically prohibits 
an employee of the Government who has his own business from 
receiving contracts for the sale of supplies or services to the Govern- 
ment, although there is a General Accounting Office policy prohibition 
against such contracts. 

Any statutory prohibition which may exist in this area is aimed 
primarily at the situation where the employee acts as both the con- 
tracting officer and, at the same time, an agent for the contractor or 
has a pecuniary interest in the contractor. 

We have restated the GAO policy prohibition in our Air Force 
Procurement Regulation. In section 53-1602 of the Air Force Pro- 
curement Instruction we state—and this appears on tab 3, of the Air 
Force, blue appendix—quote: 

Procurement contracts between the Government and its employees or busi- 
ness organizations substantially owned or controlled by Government employees 
will not be entered into except for the most cogent reasons because such con- 
tracts are open to criticism on the grounds of favoritism or preferential treat- 
ment. Similarly, proposed subcontracts or purchase orders between prime 
contractors and Government employees will not be approved except for the 
most cogent reasons inasmuch as they are open to the same criticism. 

I trust these comments will be of assistance to the committee. 

I should be happy to answer any of your questions. 

Mr. Hépserr. Thank you very much, Mr. Golden, for a very, very 
comprehensive statement. 

Mr. Gotpen. Thank you. 

Mr. Héserr. I am trying to find the language here. I just want 
to ask one question, before we discuss the details, I can’t find it in 
your statement. But I think you said, in effect it was this, that the 
use of the knowledge acquired in the Government could be propesily 
projected into use in private industry, but that the direct knowledge 
tould not be applied within the 2-year period, as written in the statute. 
Isthat what you said ¢ 

Mr. Goupen. I was talking about claims, and I was thinking—— 

Mr. Héverr. That is what I was trying to differentiate. 

Mr. Gotpen. Yes. I was thinking of the situation where if I, as a 
Government employee today, handled a matter in the Air Force— 
a contract or even some dispute, some active dispute—and then left 
the Government and there was a subsequent suit, say, in a court or a 
proceeding in any agency. 

At present the law provides a 2-year bar against me, because I knew 
something about that case when 1 worked for the Government. 

My position is—and it is really the lawyer’s credo—that I shouldn’t 
be able at any time to represent the contractor on the other side when 
I leave Government. I know too much about the case. Cases in 
the Court of Claims and other courts last from 5 to 10 years today. 
So I don’t think much of the 2-year bar. I think I should be barred 


_ forever, on any specific matter that I handled while I was in the 


service, 
Mr. Hésertr. Now translating that into the area of technical knowl- 
edge, where an officer is in charge of a very highly technical program 
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and he immediately goes over upon retirement to a private defense 
contractor and carries with him the knowledge that he acquired of 
a particular weapons system or the particular weapon and applies 
that knowledge to the benefit of that t pr contractor, what is your 
position or the position of the Air Force there ? 

Mr. Gotpen. May I make one more statement on the claim thing? 

I don’t mean to impute that because I generally handled a certain 
area in the Government, that I shouldn’t handle a particular case 
that related to that area. 

Mr. Héserr. You are talking about specific cases. 

Mr. Gotpen. Yes. And you stated it well. 

I would say if he handled a particular weapons system and was 
active in it while he was in Government, that he shouldn’t go on the 
other side and represent the contractor even in the technical matter 
ati the Government, or working with the Government, when he 
eaves. 


Mr. Héserr. Not against the Government. But in preference for | 


the contractor who hires him ? 


Mr. Goupen. I used an unfortunate word. I mean that if he han- , 


dled a particular technical weapons system and actively worked in it, 
that whan: he went out and went to work for a company, he should 
stay away from that particular weapons system, in his relations with 
the Government. 

Mr. Hénert. Well, it has been testified repeatedly by witnesses of 
industry who have very frankly testified that when they hired a 
retired military man they also bought his knowledge, and in some 
instances witnesses have stated very clearly and very frankly that 
they did hire the individual for his knowledge. 

Mr. Hess. For long-range procurement. 

Mr. Hésert. For long-range procurement. 

Mr. Gotpen. Right. 

Mr. Hésertr. Now, you have a classic case in one of your own 
officers. 

Mr. Gotpen. I agree that they do hire them for their knowledge. 
I think the spectrum of Air Force, Army, and Navy weapons and 
weapons systems is so broad that we could well afford to keep them 
out of the particular weapons system that he worked on while he was 
in the Government. There are a lot of other areas. 

Furthermore, we can’t control him while he is working in his home 
office. 

My position is he ought to stay out of direct contact with the Air 
Force on the case, if he gained inside knowledge on it when he was in 
the Air Force. 

Mr. Hénerr. Well, of course, they usually testify they stay out of 
direct contact. Yet they bring that knowledge to that company. 
have particular reference now to the case of General Irvine. Asa 
lieutenant general, he was in charge of planning and materiel—what 
outfit? He was doing it with the Air Force. And on long-range pro- 
grams. Then he retires and goes to work for a contractor, and he is 
placed in charge of planning. 


Mr. Gowpen. I would make a distinction between “ 


generally in 


charge”—I tried to draw an analogy, and maybe I didn’t do it clearly, 
in the claims area between handling the specific matter and one’s gen- 
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eral area of activity while in Government. I don’t think you can take 
his broad area of activity when he is in service and say, “You just can’t 
deal on anything related to that broad area.” 

This is the way we handle it in the claims statute. 

I think, though, when he has been on the other side, working very 
peculiarly on a particular weapons system—it is best he stay out of that 
one, in his contacts with the Government. 

Mr. Héperr. For how long a period ? 

Mr. Gotpen. This is the subject matter that we are talking about. 

I think on specific matters—my own personal code of ethics would 
be he ought to stay out of it forever, Mr. Hébert. 

Mr. Héperr. Well in the case of General Irvine, if AVCO would 
come up with a discussion of a particular weapons system that General 
Irvine had direct knowledge of, that General Irvine then would say, 
“No, Mr. AVCO, I can’t discuss it with you now. I know about it.” 

Mr. Goipren. Well, as a practical matter, whether or not we could 
ever control that, or hope to—— 

Mr. Héperr. You can’t control it. I am just asking what your 
opinion of the propriety of it is 

Mr. Gotpen. I think the answer is a practical one. 

I limit my remarks to his relations, that is his dealings with the 
service, on that particular system. 

Mr. Hénerr. With the service. And not the internal dealings with 
the corporation. 

Mr. GoupeNn. As a practical matter, I am sure you will agree with 
me there is no sense in trying to control something like that, it really 
can’t be controlled. 

Mr. Héserr. Well, we recognized that, from the very beginning of 
these hearings. 

Mr. Goupen. Yes. 

Mr. Héserr. We also recognize the aura of suspicion that is over 
these particular operations and individuals. And that is what we are 
trying to clear up, and trying to throw as many safeguards as we can 
around the contractor and the officer, himself. 

Mr. GovpEN. Yes. 

Mr. Héserr. Mr. Courtney. 

Secretary Taytor. May I speak to that, Mr. Hébert ? 

Mr. Héperr. Yes. 

Secretary Taytor. It seems to me that there is a great value in the 
technical knowledge that these people acquire when working in the 
services, which mustn’t be lost when they get into industry. 

I think—I would say that the prohibition was more one of contact 
with the Government than it was of assisting the contractor to make 
the best weapon he could to supply the need of the Government. 

Mr. Hésert. Yes. In that area, Mr. Secretary, you have the con- 
tractors then bidding for the knowledge of the individual. 

Secretary Taytor. Very definitely. And they pay what they must 
pay, to get the knowledge. And the one that pays the highest, maybe, 
gets the best knowledge. But isn’t that life? 

Mr. Hésert. He gets the best knowledge. And if his particular 
company or the particular contractor is down at the bottom of the 
heap in the advancement of a weapon or a weapons system, by buying 
that knowledge he can very well go to the top. 
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Secretary Tayxor. He very well can. And isn’t that life, in these im 





United States? ass 

Mr. Hésert. Oh, I am not challenging what life in the United f 
States is, in any shape, manner or form, or the American way of doin Fo 
business. But the problem that confronts us is not the propriety o } 


what private business does. We know very well what private business mo 
does. But our concern is what is proper where the military and the mo 
Government is involved, as related to the problem. We all know the pre 
expression of “eating like a buyer.” That is private business. “Cus. mo 
tomer gin,” or “customer golf,” is private business. But is that proper 
where the individual changes from the military uniform to civilian 
clothes and carries with him the knowledge that gives an advantage , tha 





S 


to a certain contractor, who has one sole customer—the Government, ) 
In the area of private business, you have competition among many, and 


In the defense contractor field, you have competition only for the | per 
one customer—the Government. And if you take a Government’s {wh 


representative, a Government employee, who has acquired this knowl. __ flue 
edge while a Government employee and carries that into the private S 
contracting business, to sell that sole customer that he previously , infl 


worked for—then what position do we find ourselves in? Do you | the 


have a comment on it? the: 
Secretary Taytor. I see nothing wrong with that. | the 
Mr. Hésert. You see nothing wrong, then, with the defense con- | and 
tractors, on the auction block, bidding the highest for the best brains | 1 
developed by the Government, to bring into its defense contract “ 
icture ? : 
m Secretary Taytor. No, sir; I see nothing wrong with that. per: 
Mr. Héserr. Mr. Courtney. sibi 


Mr. Gavin. At that particular point. If I recall, some of the officer Isn 
personnel—you might correct me, Mr. Counsel, if lam wrong. That) gall 


they had, some of them had—while there was competition for them, s 
they didn’t accept the highest offer. They didn’t know whether they { thei 
were going to be happy and contented in that particular assignment. | \ 
And some of them took less money to be with corporations that they | Wl 
felt they would be happier with. Is that right or wrong? TCs] 
Mr. Kuun. That is correct, Mr. Gavin. i 
W 


Mr. Gavin. So it wasn’t a matter of who was—a competition where 
an officer would accept the highest offer that was made of him. Some that 


of them—— S 
Mr. Hészerr. Some of them did not, and some did. N 
Mr. Gavin. Some of them did not, and some did, flue 
Mr. Harpy. Mr. Chairman, could I explore this question of the ex- of h 

tent of knowledge which is available for procurement by the competing 8 

industrial concerns. M 
There are occasionally some very outstanding people who are re = 2UC 

tiring, insofar as the accumulation of knowledge and experience is con- offic 

cerned. And I suppose they are the ones that are most sought after. 0, 

Would that be correct, Mr. Secretary ? . S 
Secretary Taytor. Yes, sir. | be 


Mr. Harpy. Now, is there any relationship between the abilities, the 
knowledge, and experience of an officer and the respect that he com: | S 
mands and the influence that he exerts—and I am not talking about | 
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improper influence—among his contemporaries or his active duty 
associates or even his subordinates ? 

Secretary Tayzor. Well, I think talent is recognized in the Air 
Force as well as in other places. 

Mr. Harpy. That being the case, the greater the knowledge, the 
more talented an individual while he is serving on active duty, the 
more influence that he would have—and I am still assuming that it is 
properly directed, but the greater would be the respect for him and the 
more influence he would have with people whom he had associated with 
before ? 

Secretary Taytor. They could certainly respect his opinion more 
than if he didn’t have that kind of knowledge. 

Mr. Harpy. So that after he is retired and his services are sought out 
and purchased by private industry, the greater his knowledge, his ex- 
perience or his ability and the respect which had been built for him 
while on active duty—that would be related, would it not, to the in- 
fluence which he might be able to direct or to exert after he retires? 

Secretary Taytor. I can see where a highly skilled officer might have 
influence with a company, in the sense that the people who knew him in 
the official officer family would say, “Well, since he is there, we know 
these er have a knowledge of what we want,” and I can see where 
they would say, “Since that company has this person at their disposal 
and is using his brains, we see an advantage to that company.” 

The company may be more sensitive, or should be more sensitive 
to our requirements. 

Mr. Harpy. Well, isn’t it true that the advantage could be employed, 
perhaps subtly, for the exertion of influence—I am talking about pos- 
sibilities now and not necessarily about what actually happens. But 
isn’t it true that that same influence could be employed for financial 
gain or advantage on the part of that contractor ? 

Secretary Taytor. Oh, I am sure their efforts would be to employ 
their abilities for financial gain. That is the system. 

Mr. Harpy. I am thinking in terms of people under whom I have 
worked in times past and for whom I Saveloped a great deal of 
respect, because of their knowledge and ability. I think I would 
pay a little more attention to them and respect their judgments, than 
I would to someone whom I had never heard of before. Wouldn’t 
that be true in the military ? 

Secretary Taytor. I would certainly think so. 

Mr. Harpy. Then there is a relationship between the potential in- 
fluence of an officer with his previous subordinates and the extent 
of his knowledge and his active duty performance ? 

Secretary Tayrtor. I don’t think that could be eliminated. 

Mr. Harpy. So that when a company goes out and buys on the 
auction block the most knowledgeable, most able, the most respected 
officer who is retiring, they are getting the most potential influence, 
too, aren’t they ? 

Secretary Pasian And they are probably paying the most for it. 

Mr. Harpy. That is right. But they are still getting the most po- 
tential influence ? 

Secretary Taytor. Certainly. 
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Mr. Hésert. I want to ask you another question in connection with 
the activities of retired Air Foree—— 

Mr. Gavin. Just at that point, Mr. Chairman ? 

It might work in the reverse, too. There may be an officer in pro- 
curement of materiel working in some department of defense and 
he served under some particular officer who had gone into some par- 
ticular company, see. He may not just have as friendly an attitude 
toward that particular individual to direct the business to him, too, 
You could run into circumstances like that, wouldn’t you think? 

Secretary Taytor. I certainly do. And I have seen cases where 
somebody had an opportunity of applying their brother or their son, 
and they were really tough on that person in order to avoid any 
semblance of partiality. 

Mr. Gavin. Yes. 

Secretary Taytor. So it is—— 

Mr. Gavin. I am not thinking of that 

Secretary Taytor. Human nature goes the whole gamut. It goes 
all the way from one end to the other. 

Mr. Gavin. Maybe relations were not too friendly between the two 
officers and he might not be inclined to— 

Secretary Taytor. You always suffer 

Mr. Gavin. That is just a supposition. 

Mr. Hésert. Somebody goofed, then. 

Mr. Gavin. Yes, sir. 

Mr. Harpy. When you were a sergeant, it never happened between 
you and your general, or your captain ? 

Mr. Gavin. Oh 

Mr. Hépert. Mr. Secretary. 

Secretary Taywor. Yes, sir. 

Mr. Héserr. You have undoubtedly had brought to your attention 
the discussion of certain social activities that have been brought to 
the attention of this committee. 

Secretary Tayor. Yes, sir. 

Mr. Héserr. I am sure you anticipated the questions. Now in the 
case, for instance, of the party which was given for Lieutenant General 
Schriever, or supposedly to have been given for General Schriever, in 
which it was said that General Schriever would discuss off the record 
certain business—certain problems of his: What is the attitude of the 
Air Force in connection with generals discussing at private parties 
public business ? 

Secretary Taytor. My attitude—knowing General Schriever as I 
do—my attitude is that he never would have done any such thing. 
General Schriever is not the type who discusses business improperly. 

Mr. Hizerr. Well, don’t let’s pinpoint General Schriever. I asked 
for your general opinion of their discussion of the public business at 
private parties. 

Secretary Taytor. I don’t object to the discussion of business in 











private parties, as long as it is public information that is being | 


discussed. 

Tn other words, we do spend a lot of time telling people what we are 
doing and telling our problems and what we need and all. Not off the 
record, at all. We are trying to get the word around. I see no ob- 
jection to making those discussions—— 
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Mr. Héserr. Well, the invitation which went out to attend the 
Schriever party, which we will call it for want of a better word, was 
that he was to discuss off the record certain problems. 

Secretary Taytor. That is part of it 

Mr. Hésert. I didn’t say what General Schriever said he was going 
todo. I merely said that was what the invitation said, to attend the 

arty. 

The incentive, in going to the party, obviously was to hear General 
Schriever discuss off the record certain of his problems. 

Secretary Taytor. I think that was a misrepresentation, and, if it 
were accurate, I think it would be very improper. 

Mr. Hésertr. Now, in the case of the Martin Co., which has testi- 
fied that it has connection in the Bahamas—they very frankly said 
they had connections there, at a country club, and very frankly said 
they had flown military personnel in their own _ and of course in 
military planes, to weekend parties in the Bahamas—people with 
whom they were doing business at the Martin Co. 

Now, what is the position of the Air Force on that? 

Secretary Tayror. I think the inference can be drawn that it was 
improper. In other words, it doesn’t look good. 

Now, whether it was improper or not, is probably beside the point. 

I think it doesn’t look well. I know the Air Force will take steps 
to prevent that from recurring. 

Mr. Héserr. Mr. Courtney. 

Mr. Courtney. Before we pass from this subject, what is the posi- 
tion of the Air Force, Mr. Secretary, on any changes, or suggested 
changes in the Dual Compensation and the Dual Offices Act? They 
are interwoven. We speak of them the same way. There has been 
testimony here by several persons that many retirees would have 
preferred to remain in the Federal service, retaining their statutory 
retirement and other perquisites. 

What is the position of the Air Force on that subject? Do you 
believe 

Secretary Taytor. The Air Force 

Mr. Courtney. Iam sorry. 

Secretary Taytor. The Air Force would be pleased to see both 
restrictions removed. 

Mr. Courtney. And would you have any suggestions or plans for 
incorporating this type of employee into the civil side of the Depart- 
ment of the Air Force, considering now the civil service system with 
which you are familiar, and the peculiar status of an individual who 
would be leaving the active military service, with certain calls upon 
him for duty if that is required, and also the retiree status with respect 
to pay and perquisites. 

Secretary Taytor. I am sure there are many problems in this area 
that would have to be worked out and solved. Just offhand, T see the 
problem of veterans’ preference. I think it would be unfortunate if 
the retiring officer exercised veterans’ preference over the civil servant. 
who was already on the job. 

I think the problem of reduction in the number of employees would 
have to be looked at. Probably the retired officer who is getting paid, 
should not have seniority as far as retention in the job is concerned 
when the project has shrunk. 
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Whether the retired officer would again accumulate pension rights 
in the civil service is another one that would have to be looked at 
carefully. 

There are a number of interrelated problems of that type. 

Now, I think the officer should be treated just like any other knowl- 
edgeable civilian who applied to civil service, as far as his qualifications 
were concerned and as far as assessing his rating and as far as pro- 
curing a job is concerned. He would stand in line with the rest of 
them, under civil service regulations. That is just my offhand opinion, 

Mr. Courtney. Well—— 

Secretary Taytor. But there are many things that would have to be 
considered, and I am only citing a few of them. 

Mr. Courtney. Well, if you accept the premise that it is desirable 
as you say, to repeal these two acts—of course, there are many acts 
that would be affected here by the civil service laws 

Secretary Taytor. Yes, sir. 

Mr. Courrney (continuing), Among other things. 

Secretary Tayvor. It isn’t a simple thing. But I think it should 
und could be solved. 

Mr. Courtney. Would you have a plan, that is would the Depart- 
ment of the Air Force have a plan or a proposal which you could sub- 
mit to the committee which would—if these statutes, that is if Con- 
gress would be advised to repeal them or modify them, whatever 
decision ultimately is made, which would indicate the method and the 
means by which you would hope to retain the service on the civil side? 

Secretary Taytor. I would certainly like to work that out with the 
Department of Defense, as a matter requiring uniform treatment. 

Mr. Courtney. Of course, it should be uniform. 

Secretary Taynor. As a uniform position. I don’t think that has 
been worked out, but I think it might very well be a worthwhile 
activity. 

Mr. Courtney. But the problem, of course, in many instances would 
be different in separate services. 

Secretary Tayxor. It might be. 

Mr. Courtney. Isn’t that right? 

Secretary Taytor. It might be. 

Mr. Courtney. And, of course 

Secretary Taytor. But that could all be worked out with the De- 
partment of Defense and arrive at a uniform position, with modifica- 
tion if there were special conditions in separate services. 

Mr. Courtney. I don’t know what the civil population of the Air 
Force is, in numbers, on nonclerical jobs. You have a number of 
scientists, I believe. 

Secretary Taytor. I wouldn’t know that offhand, either. But I 
would get it for you, if you would like. 

Mr. Courtney. I think not. I am just concerned with what your 
proposal would be if Congress should be advised, obviously we couldn’t 
step into a vacuum. 

ecretary Taytor. Yes. 

Mr. Courtney. You would have to have some provision made for 
doing what the statute would permit you to do. 
Secretary Taytor. Yes. 

Mr. Courtney. If this should be desirable. 








| 
| 


thing 


— 





Sec 
retire 
Mr. 
Sec 
abilit 
Mr. 
Sec: 
Mr. 
posa | 
to bea 
Sec! 
Mr. 
a test 
Sec 


Mr. 
Sec! 
Mr. 
Sec! 
Mr. 
into cc 
Nov 
which 
The 


your si 


Mr. 

Mr. 
Attorr 
posit 

Mr. 


given : 


he Wro 
Mr. 


| regula’ 


Mr. | 
Mr. 
tosecti 

Mr. | 
Mr. 
Air Fo 
regulat 
under | 
Air Fc 
Genera 

Mr. | 
Mr. | 
Mr. ¢ 
Mr. | 
comple 
Mr. | 


' we fee] 








its 
at 


t- 
bh. 


er 
he 
ef 
he 


as 
ile 


ld 


a- 


ir 


of 


ur 
r’t 


or 


RETIRED PERSONNEL IN DEFENSE INDUSTRY 977 


Secretary Taytor. Now, of course, that doesn’t mean that every 
retired officer would be offered a job in civil service. 

Mr. Courtney. Oh, no. 

Secretary Tayntor. I mean it is only the ones with peculiar 
abilities 

Mr. Courtney. No, I am not suggesting 

Secretary Taytor (continuing). Who would be wanted. 

Mr. Courtney. I don’t think any of the people who made the pro- 
posal here on the witness stand would suggest that. It would have 
to be a selection, of course. 

Secretary Taytor. I wanted to make that clear. 

Mr. Courtney. Of course, likewise, it has been pointed out that in 
atest run by the Army of recent retirees, the average age was 46. 

Secretary Taytor. And the average price on the outside was some- 
thing like $700-—— 

Mr. Courtney. Six or seven hundred dollars. 

Secretary Taynor. Six or seven hundred dollars a month. 

Mr. Courtney. The average pay ? 

Secretary Taytor. Yes. 

Mr. Courtney. Those points, of course, would have to be taken 
into consideration, age and the rest of it. 

Now, Mr. Golden, just one question with reference to section 281, 
which has been the subject of some discussion here. 

The interpretation which the Air Force places on this section, in 
your section 3030 which you have spoken of —— 

Mr. GotpEN. Yes, sir. 

Mr. Courtney (continuing). Is substantially the position of the 
Attorney General, is it not ? 

Mr. Geasun. He hasn’t said it clearly, but he tends to support our 
position. 

Mr. Courtney. That is right. And that is an opinion that was 
given about the time the Bergson case was tried, or after it was tried. 

Mr. GotpEen. Well, I am not so sure of that one, but I think a letter 
he wrote this committee tends to support that position. 

Mr. Courtney. Supports that decision. However, your Air Force 
regulation is long prior to the Bergson case, is it not ? 

Mr. GoLpEN. Yes, sir. 

Mr. Courtney. And there has been no deviation in your adherence 
tosection 3030, so far as the Air Force is concerned ? 

Mr. Gotpen. That is correct. 

Mr. Courtney. Now just one question. In the Department of the 
Air Force, as we understand it here, the actual administration of these 
regulations which support the statutes and which you are permitting 
under the statute is under, in Washington, the General Counsel of the 
Air Force, and at the Air Materiel Command, under the direction of 
General Tidwell, is that right ? 

Mr. Gotpen. That is correct. 

Mr. Courrney. This isan administrative difference ? 

Mr. Gotpen. Yes, sir. 

Mr. Courtney. The larger complement of Air Force is at, ground 
complement, is at the Air Materiel Daieons q 

Mr. Gotpen. Yes, sir. I might add in the procurement field—and 
we feel this is primarily in the contract area—we haven’t in the Gen- 
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eral Counsel’s office, set up personnel organizationally related to my 
office, or belonging to my office, throughout the world. We use the 
Judge Advocate General’s people in the field, worldwide, as our pro- 
curement people. We actually are the final legal authority on any 
decisions or opinions. 

Mr. Courtney. And that applies to both military and civil per- 
sonnel ? 

Mr. GotpeN. Yes, sir. 

Mr. Courtney. Civilian, I should say. 

Mr. Gotpen. Yes, sir. 

Mr. Courtney. Now, I take it, then, that you would not be averse 
to broadening the actual terms of section 281 to incorporate 3030 or 
the provisions of 3030, if the committee should be or the Congress 
should be advised that there is doubt or might be doubt in the inter. 
pretation of the statute. 

Mr. Gotven. I think there definitely is doubt, as the committee has 
brought out. While we feel that the legal interpretation makes it a 
lifetime bar, we are reluctant to come to that conclusion because we are 
not sure that is the right conclusion from a policy standpoint. We 
think it ought to be a shorter period. 

Mr. Covrrney. You think it should be a shorter period ¢ 

Mr. GoLtpen. We have the inclination for it to be a shorter period, 
but legally we think the law requires us to say it is a lifetime bar. 

Mr. Courtney. I think that is all, Mr. Chairman. 

Mr. Heverr. Mr. Gavin. 

Mr. Gavin. Mr. Secretary, most of the witnesses—I conclude from 
listening to the testimony—are of the opinion that there should be 
some cooling-off period. And then again I think that they think— 
they suggest that, but they would rather not have it. What do you 
think ? 

Secretary Tayior. Well, I think I must know what you mean by 
“cooling off”. 

What I take cooling off to mean 

Mr. Gavin. Well, they say a 2-year period. That is what I mean. 

Secretary Taytor. A 2-year period when they are not permitted to 
contact the Air Force with respect to sales. That would be the cool- 
ing-off period you are talking about ? 

You don’t mean the cooling-off period where they are not permitted 
employment by Government contractors. 

Mr. Gavin. That isright. That is the period I am talking about. 

Secretary Taytor. Oh. I don’t think there should be any period 
when they are not permitted employment by Government contractors. 

Mr. Gavin. You don’t think that any officer that would take an 
exceptional assignment with a corporation would contact the Govern- 
ment anyway. He may, ina managerial direction, in the background, 
coordinate the team, to bring the team into a perfect play, to a 
their objective. But naturally he wouldn’t contact the Government 
anyway. Let’s be honest about this whole thing. 

The point I am trying to make is that they all have one objective, 
and that is selling. Whether they manage it in the background or— 
the final fellow that goes up with the order book to get the all 





signed—I don’t see much difference between any of them, or all of 
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them. ‘They are all in there to perfect the weapon for the benefit of 
defense, that they want to sell to the Government. 

Secretary Taytor. Of course, my primary 

Mr. Gavin. Therefore, the cooling off—I just wondered whether 
you think there should be any cooling-off period, or where we should 
draw the line on cooling off? And what is selling? 

Secretary Taytor. Well, you mentioned several thingsthere. They 
are rather difficult to answer. 

I think we can’t do more than look at them one at a time. 

I don’t think there need be a prohibition for an officer entering civil 
life and civil employment with a company which is doing Government 
business. 

Mr. Gavin. You don’t think there should be a prohibition ? 

Secretary Taytor. I don’t think there should be. 

I think there are many ways in which he can be useful, which are 
entirely beneficial to the Government. 

In other words, he can bring an understanding of some of these 
weapons which maybe the contractor doesn’t understand—he can bring 
anew understanding on some of these weapons, which will be very 
beneficial in giving the Government what they need. I think he 
should get working at it right away. 

Mr. Gavin. And he also—— 

Secretary Taytor. Now there would be—— 

Mr. Gavin. At that point, he also knows the ramifications of the 
Pentagon, as to who’s who and who they shall see, and he can give 
them guidance and direction to reach their objective, wouldn’t you 
say ? 

Secretary Taytor. But so far as I know, there is no objection to 
seeing the proper people in the Pentagon, if it is done in a legitimate 
way. In other words, there are procedures and there are people you 
need to see and you need to explain your problem to. And if it is 
done in a legitimate way, there is no objection to it. I have people at 
least three timesa day. They are doing just that with me. 

I think it is very beneficial, because I learn their problems as well 
as they learn my problems. It doesn’t prejudice me, because you get 
them all. 

So the pressures, if there are any, balance each other. 

I don’t think I am misled by this sort of thing, so I have no 
objection to it. 

ut I think the particular person who leaves the Pentagon as an 
officer and knows all the individuals personally there should not be 
permitted to go right back in among his buddies and talk sales. 

Mr. Gavin. Well, he won’t do that anyway. 

Secretary Tayrtor. He doesn’t do that, as I observe it. 

So I think he can be very helpful to the company. 

But I think the cooling-off period, as I interpret it, is a cooling- 
off period against reapproaching his 

Mr. Gavin. Making contacts. 

Secretary Taytor. Associates and making contacts. 

But if he explains to his associates, “Now, you have to tell your 
story to Wright Field—and you got to tell it to the project engineer 
and the test engineer, and all the rest of the people that are involved 
in this thing, because if you don’t tell it to all of them—they don’t get 
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together every day—the communication is not good enough for every- 
body to know about it. You have to tell it at all levels. And I see 
no objection 

Mr. Gavin. Wouldn’t you think that would be selling ? 

Secretary Tayror. I don’t think explaining that to the people that 
are going to do the contacting would be selling, at all. 

Mr. Gavin. Well, it is reaching an objective, to tell it to the right 
people—to ultimately get an order. 

Secretary Tartor. Well, doing pure engineering has the objective 
of getting an order, too. Although you don’t—maybe you are off in 
a closet by yourself, in a laboratory. ‘ 

Mr. Gavin. That is right. 

Secretary Tayxor. But it has the ultimate objective of getting an 
order, or they wouldn’t be paying them. 5 

Mr. Gavin. They are all part of the team. 

Secretary Taytor. They are all part of the team. 

Mr. Gavin. So it doesn’t make any material difference. You might 
say, for the sake of argument, somebody in procurement—you might 
say we should discriminate against him because he is in procurement, 
He can step over with a private corporation. He understands pro- 
curement. But he isn’t—because he understands procurement, he is 
no different than somebody who is in the upper echelon who knows 
how to direct, that is to make the contacts to see who is who. 

Secretary Taytor. Or who knows—— 

Mr. Gavin. How to approach them and how to sell them a bill of 
goods. They are all selling. 

Secretary Taytor. Or who knows how to finance the company, so 
they can be solvent enough to make a proposal] to the Government. 

Mr. Gavin. Then in your opinion, you don’t think there should be 
any prohibition against an officer taking a spot—a cooling-off period 
of a year or two after he leaves the service, ae he can go to work 
or find himself a job? 

Secretary Taytor. No, sir, I don’t think there should be. 

Mr. Gavin. All right. 

Now, another question I would like to ask. And maybe you can 
talk about it, because you are in materiel. 

Secretary Taytor. Yes. 

Mr. Gavin. About advertising. On these page ads that we have 
been seeing in the papers: What is your opinion on that? Particu- 
larly on the Nike Hercules and the Bomare, which we recently dis- 
cussed here at great length? The Army did come up the other day. 
And if I recall correctly, they did say—and you may correct me, Mr. 
Counsel—that they did have conferences to discuss various weapons 
and missiles relative to an advertising program or schedule. 

But what about the Air Force? They don’t seem—do they have 
conferences, too? I would imagine so. 

Secretary Tayxor. No, sir, they do not. 

Mr. Gavin. Your public relations have no contacts whatsoever with 
various organizations and individuals in the Air Force that discuss 
whether or not they are going to run a page ad on Bomare? 

Secretary Taytor. No, sir. 

Mr. Gavin. None whatsoever. 
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Secretary Taytor. No, sir, not as far as I have been able to de- 
termine. And I have made a very careful check to find out if that 
were true. 

Mr. Gavin. Wouldn’t you think that a company like Boeing might 
want to discuss, because of the fact that the Air Force is a good cus- 
tomer, some particular weapon or missile that they were going to ad- 
yertise—discuss it with the Air Force before they went into that field, 
or advertisement ? 

Secretary Taytor. Boeing certainly discusses the missile with the 
Air Force, but not the advertising campaign. 

Mr. Gavin. Well 

Secretary Taytor. From anything I can find out. 

Mr. Gavin. That doesn’t make any difference. Who in the Air 
Force—I don’t care whether it is public relations, or who in the Air 
Force. What I want to find out is whether it was discussed, whether 
you just discuss these programs of advertising. ee 

I don’t care what department of the Air Force they discussed it with. 

Secretary Taytor. Yes. 

Well, the only discussion that is held has to do with security, to see 
that no security is violated in the conduct of the advertising. 

Mr. Gavin. Oh, we know there is a clearance for security-——— 

Secretary Taytor. Yes. We do look it over for clearance as to se- 
curity classification. 

Mr. Gavin. Yes. 

Generally the companies are proud of their particular aircraft, or 
weapons, or missiles. And they are trying to indicate to the services 
that they are selling the particular items. 

You don’t think that there is any connection whatsoever—that no- 
body from Boeing or nobody from the Air Force is cognizant of the 
fact that they have an advertising program, where they are going to 
play up Bomarc—that there is no connection whatsoever ? ; 

Recetary Tayrtor. The advertising was not discussed with the Air 
Force, as far as I have been able to determine. 

Mr. Harpy. Mr. Chairman. 

Mr. Hénertr. Mr. Hardy. 

Mr. Harpy. Mr. Chairman, I have one question. 

Before I do—Mr. Secretary, in view of your observation about 
clearing the security aspects of advertising, wouldn’t the Bomare 
ad have had to be cleared with the Air Force for security, before it 
was approved and before it was run? 

Secretary Taynor. It was not. 

Mr. Harpy. Then the Air Force had no knowledge with respect 
to the possible security considerations which might be involved in 
that advertising? 

Secretary Taytor. The security was discussed in another connec- 
tion, but not in regard to that particular ad. 

That particular ad was not submitted for security clearance. 

Mr. Harpy. Well 

Secretary Taytor. The security elements that were in that ad had 
been previously discussed. But nobody knew 

Mr. Harpy. In what connection, Mr. Secretary ? 

Secretary Taytor. Beg pardon? 

Mr. Harpy. In what connection? 
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Secretary Tayxor. In connection with security. 

In other words, the items, the elements of that particular ad had 
been discussed with the security group. 

Mr. Harpy. For what 

Secretary Taytor. But not in connection with the ad. Just in 
connection—— 

Mr. Harpy. For what purpose were they originally 

Secretary Taytor. For the purpose of clearance, to see whether it 
was permissible to release the information. 

Mr. Harpy. Well, that is what I wanted to know. In the nature 
of what sort of a release, and how long before the ad appeared ? 

Secretary Tayzor. I can’t tell you how long before the ad, but some 
little time before the ad was generated. 

Mr. Harpy. What was the nature of the release which was con- 
templated and for which security clearance was secured ? 

Secretary Taytor. I can’t tell you that, either. 

The material that was in the a 

Mr. Harpy. Mr. Secretary, I don’t mean to interrupt you, but I 
am having a little hard time understanding why the Air Force and 
Boeing would have gotten together and cleared these specific points 
for release, unless there was some particular objective. And I was 
just trying to determine what that objective was. 

Secretary Taytor. Actually, specific points were not cleared in a 
1, 2,3, manner. The specific points had been cleared over a period 
of time. 

Mr. Harpy. Then, I wonder if we might have a submission—if you 
can’t give it to us now—with respect to the dates on which those spe- 
cific points were cleared and the purposes for which they were cleared. 
Because it certainly wouldn’t have been done right out of a clear sky. 

Secretary Tayxor. I believe you already have some correspondence 
from us on that subject. 

Mr. Harpy. If we have 

Secretary Taytor. But I will review it and see if it covers your 
point. 

Mr. Heserrt. I will clear that point up, Mr. Hardy. In the hearings 
being conducted by this committee on another subject, this matter was 
first brought to the attention of the Air Force by Mr. Gavin. 

Secretary Taytor. That is right. 

















| 


Mr. Héserr. At that time the Secretary was testifying and he | 


testified substantially to what he has testified to today, that they had 
no knowledge of the ad, except for submission for clearance for 
security. 

Secretary Tayior. That is right. 

Mr. Price. Mr. Chairman, though, Mr. Hardy asked whether or 
not—at what time were these particular points cleared, and the reason 
why they were up for clearance. 

Mr. Harpy. That is what I would like to find out. 

Tf our correspondence doesn’t show it, I think we ought to be advised. 

Secretary Taytor. I will check the correspondence and see if it 
shows it. 

Mr. Harpy. I just can’t imagine that the points that were covered 
in that ad would have been individually cleared at separate times, 
without any particular purpose. 
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Mr. Gavin. Would the gentleman yield? 

Mr. Harpy. You understand what I am trying to get at? 

Secretary Taytor. I understand what you are getting at. But it is 
not connected with the Boeing ad. 

Mr. Harpy. Well, all right. I am not concerned with that, Mr. 
Secretary. I would still like to know what the purpose was. 

Secretary TayLor. We 

Mr. Harpy. And how Boeing happened to get these—we will find 
out from Boeing. How they happened to get these points together for 
this particular ad, is another matter. 

Secretary Taytor. Yes. 

Mr. Harpy. But I think it is appropriate to inquire now concerning 
the basis for which the original clearance was granted. 

Secretary Tayior. I will do a little more analysis and see if I can 
answer your question. 

Mr. Harpy. Thank you. 

Secretary Taytor. Specifically. 

(The following was furnished for insertion :) 





DEPARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 
Washington, September 15, 1959. 
Hon. F. Epwarp HE&BERT, 
Chairman, Subcommittee for Special Investigations, Committee on Armed Serv- 
ices, House of Representatives. 

Deak Mr. CHAIRMAN: The following information is furnished with respect 
to Congressman Hardy’s request of August 21, 1959, during the Conflict of 
Interest hearing (Transcript p. 2372), for data as to the particular times 
security clearances were previously granted for material contained in the 
Bomare advertisement under discussion, and the reasons for obtaining such 
prior security clearances. 

As Mr. Taylor advised your subcommittee in a letter dated July 14, 1959, 
the advertisement in question was not submitted to or cleared by the Office 
of the Secretary of Defense. However, it did contain some factual information 
previously cleared from a security standpoint. The statements of “range of 
more than 200 miles” and of “range being increased to over 400 miles” were 
previously reviewed for security and cleared by the Office of the Secretary of 
Defense for presentation on July 3, 1958, by Air Force witnesses before the 
subcommittee dealing with military appropriations of the Senate Committee 
on Appropriations, in connection with appropriations for fiscal year 1959. (See 
Senate hearings on H.R. 12738, 85th Cong., 2d sess., p. 901.) Similar informa- 
tion concerning the range of the Bomarec missile was cleared for incorporation 
in fact sheets containing information on this and other Department of Defense 
missiles and rockets which are issued from time to time by the Department of 
Defense in fulfilling its obligation to keep the public informed as to its activities 
to the fullest extent consistent with national security. A copy of the latest of 
such fact sheets, dated June 22, 1959, is inclosed and you will, for example, 
find data concerning Bomare on page 7. 

As was mentioned in Mr. Taylor’s letter to your subcommittee, while the 
advertisement thus did contain some factual material previously cleared or 
issued by the Office of the Secretary of Defense, the substance of the advertise- 
ment containing additional material relating to operational availability and 
relative superiority to other weapons systems, was not previously cleared by 
the Office of the Secretary of Defense. 

If my office can be of any further service to you, please feel free to 
call on us. 

Sincerely yours, 
THomMas C. MUSGRAVE, JR., 
Major General, USAF, Director, Legislative Liaison. 
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(Excerpt, p. 7, of June 22, 1959, Fact Sheet Guided Missiles and 
Rockets, No. 659-59, follows :) 


Name: Bomare (IM-99). 

Type: Surface-to-air guided missile. 

Prime contractor: Boeing Airplane Co. 

Speed : Supersonic. 

Ceiling : Over 68,000 feet. 

Range : 200-400 miles. 

Length : 47 feet. 

Wingspan: 18 feet. 

Height : Not applicable. 

Diameter : 35 inches. 

Launch weight : About 15,000 lbs. 

Power system: Twin ramjet Marquardt engines with liquid rocket booster, 
Later models will have twin ramjet engines with a solid rocket booster. 

Guidance system: Ground controlled by SAGE during midcourse with seeker 
in missile terminal guidance system. 

Warhead: Nuclear or conventional. 

Status: First squadron expected to be operational in late 1959. 
Bomare is tied in with complex air defense systems which will provide 

warning of an enemy air attack. It has been fired on orders from a SAGE 


control center nearly 1,500 miles from the launching site, successfully intercept- | 


ing subsonic and supersonic drone targets. Both single and multiple targets 
have been successfully intercepted by the Bomare-SAGE system. Later models 
of the Bomare will have increased range, and work is presently underway on a 
solid propellant booster. The first Bomare B was launched May 27, 1959, 
The Bomare will be under the operation of the Air Defense Command. 

Mr. Gavin. They were both discussing subcontractors, too. 

They were both similar ads. There seemed to be a similarity between 
their ads. 

If I recall, the public relations director—when I called his attention 
to the Boeing ad, he immediately said : “Well, a week before, the Nike- 
Hercules ad was in the paper, too.” 

Secretary Taytor. I am sure that was in his mind. 

Mr. Gavin. He was quite cognizant of what was going on. I just 
wondered how—you get together and discuss these things with the 
respective companies. I wonder whether or not—— 

Secretary Taytor. He gathered it by looking at the newspaper. I 
mean, he is very conscious and very sensitive to what comes out in the 
newspaper. 

Mr. Gavin. Who is sensitive ? 

Secretary Taytor. The Boeing people are very sensitive to what 
comes out in the newspaper. 

Mr. Gavin. Oh. Yes, I imagine. 

Secretary Taytor. Concerning their rival company’s products. 

Mr. Gavin. Yes, competitive weapons. 

Secretary Taytor. That is right. So he knew all about that, T am 
sure. 

Mr. Harpy. Mr. Chairman, if I could conclude, very briefly / 

Mr. Heerrrr. Mr. Hardy. 

Mr. Harpy. Mr. Golden, on page 3 of your statement you quote from 
the Air Force regulations, where you apparent!y attempt to define the 
term “sale.” Now, is that—— 

Mr. Gonven. Page 3, did you say? 

Mr. Harpy. Page 3 of your statement. 

Mr. Gorpen. Yes. 

Mr. Harpy. You have a quote there from the regulations. 
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Is that an effort to do pretty much what the Navy, that is Admiral 
Ward just testified to, and that is to distinguish between so-called 
technical liaison and selling ? 

Mr. Gotpen. Mr. Hardy, I can speak from experience on this lan- 

age here. I wrote it, 10 years ago. 

r. Harpy. Well, it Nokes to me like it is self-contradictory. And 
I want to talk to you about that in a minute. 

Mr. Goupen. It has its problems. We tried to define this term. If 
you think defining “selling” is difficult, you ought to try defining 
“technical liaison.” This is a difficult term. 

For example, I am informed that we had—-under our registration 

rocedures at Wright Field—a case where a fellow came in and filed 
his registration and said: “I am going to do technical liaison work.” 
That is all he said. We looked into it. He was asking for clearance 
to demonstrate some machines. He wasn’t going to sell. He didn’t 
have the order book in his pocket. But he called himself a technical 
liaison man, to exoll the virtues of a particular type of machine. 

Weare not going to allow that. I think that is probably much worse 
than the beer case. If that is the kind of technical liaison man you are 
talking about, we think it is wrong. 

Now, I will give you another illustration. 

[had in mind some legitimate engineering or technical liaison effort, 
the kind of situation where a contract was let and vou had some dis- 
cussion, on the meaning of a specification. It might be perfectly all 
right to discuss technical aspects and engineering aspects. 

On the other hand, you might even get into trouble there. If you had 
a dispute before you and you call in your technical expert in the Air 
Force and you call for somebody from industry and the company sends 
ina retired oflicer to try to convince you that you are wrong and-— 

Mr. Harpy. Well—— 

Mr. Gotpen (continuing). The contract amended to give the guy 
an increased price, I would say you are in trouble, on allowing that. 

Mr, laxpy. That is where you probably were. 

I didn’t want to get into a detailed discussion of technical liaison. 

jut in connection with this regulation, which you say you drew 
some 10 years ago-——maybe I don’t understand. But it seems to me that 
itcontradicts itself. 

Now, a while ago the Secretary indicated that pure engineering 
might be an effort aimed at forming the basis of a sale or a contract. 
At least that is what I understood him to say. 

Secretary Taytor. It must be. 

ah Harpy. And yet the language of your regulation says that 
selling— 





includes any activity * * * which reasonably and directly is aimed toward form- 
ing the basis of a contract with the Government. 

So then pure engineering, under the Secretary’s statement, would 
be forbidden under the terms of your statement. 

Mr. Gotpen. No. It depends on what kind, as he described it, if you 


look below you will see things that are remotely. connected with the 
sale are excluded. 


Mr. Harpy. All right. 
Mr.Gotpen. You get into the hard question of “is it direct”. 
Mr. Harpy. That is just the point. 
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Now, looking at the last sentence of that regulation, you say— A 
This regulation should not be construed as applicable to activities which are “7 


remotely connected with claims or contractual matters as distinguished from 
direct participation in obtaining a contract * * *. effort 


M1 


Now then, you have used the term “direct participation” down here, | 
But up above, in the same regulation, you say “any activity that is , look 
aimed at forming the basis of a contract.” M1 

Well, now, is a call of a salesman on some contracting officer or his Mr 
superior in the Pentagon—it is presumed to be aimed at a basis for g Mr 
sale, isn’t it ? | Mr 

Mr. Gotpen. Well, it depends on what he does—what he discusses Mr 
what he demonstrates. It could form the basis for a sale. | Th 

Mr. Harpy. Now (W 

Mr. Gotpen. I think at 10: 

Mr. Harpy. Is the arrangement of the appointment of that indi- 
vidual a part of forming the basis of a sale? 

Mr. Gotpen. I didn’t get—appointment by whom, Mr. Hardy? 

Mr. Harpy. Allright. Let’s take a case. 

Mr. Gotpen. Yes. 

Mr. Harpy. You have retired officers with offices right here in Wash- 
ington who perform the service of calling people in the Pentagon to | 
arrange appointments for the salesmen of that company to come to 
see them. 

Mr. Gotpen. I wouldn't consider that a sale, arranging an appoint- 
ment or something. 

Mr. Harpy. So that is not an activity which is directly aimed toward | 
forming the basis of a contract ? 

Mr. Gotpen. No,no. We don’t construe it as such. 

Mr. Harpy. Well, that belongs in your “remote” business, then. 

Mr. Goupen. Yes, sir. 

I readily admit you have a gray area. 

Mr. Harpy. Then you have to be a wizard in determining what is 
a — contact and what is reasonably aimed at forming a basis for 
a sale. 

If you haven’t the most gobbledygook language in there. 

If you don’t contradict yourself, Mr. Golden, I don’t know what 
that term means. 

Mr. GotpEN. There is this problem. 

I think the Comptroller General uses, for example, the same kind 
of language—maybe he is wrong with me—“calculated to induce the 
purchase”. 

Mr. Harpy. Now, that is set up deliberately so it can be interpreted 
any way any competent lawyer wants to interpret it. 

Mr. Gotpen. To reduce what you have said and what we have tried 
to say is that defining what “selling” is, is a heck of a job. 

Mr. Harpy. Yes. That is worse than just taking the “selling” and 
using your own horsesense type judgment. 

Because you come in here with two conflicting statements. 

Mr. Gotpen. Yes, you have to handle it on a case by case basis. 

This is why we set up this kind of a procedure we have at Wright 
Field. | 
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And we have gained a lot of experience, and I hope avoided a lot of 
violations of law. 

Mr. Harpy. I think you might have saved time and language and 
effort, and left that regulation out. 

Mr. GoitpEeNn. People tell me it has been very helpful. But we will 
Jook at it again. 

Mr. Héserr. Anything further? 

Mr. Courtney. No further questions. 

Mr. Héserr. Mel, have you anything? 

Mr. Price. No. 

Mr. Héserr. Thank you, gentlemen, very much. 

The committee will stand in recess until 10 o’clock Tuesday morning. 

(Whereupon, at 12:20 p.m., the subcommittee recessed, to reconvene 
at 10 a.m., Tuesday, August 25, 1959.) 
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EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
PERSONNEL BY DEFENSE INDUSTRIES 


TUESDAY, AUGUST 25, 1959 


Houss or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 
The subcommittee met at 11 a.m., Hon. F. Edward Hébert, chair- 
man of the subcommittee, presiding. 
Mr. Courrney. Mr. Chairman, may we resume now with the hear- 
ings on conflict of interest / 
Mr. H&éserr. Wait. The committee will be in order. 
Mr. Courtney. Mr. Chairman, we have this morning Dr. Richard 
_W. Porter, consultant for engineering services of the General Electric 

(‘o., who is here for comment, or to be granted equal time on matters 

brought to the attention of the subcommittee on August 18, 1959. 

_ Dr. Porter has been given and has reviewed a transcript of the rec- 
| ord and is here prepared to testify. 

Mr. Chairman, may I have the oath administered ? 

Mr. Hépert. Will you step forward, Dr. Porter, and take the oath, 

lease? Right where you are, sir. 

Dr. Porrer. Thank you, sir. 

Mr. Hénerr. Do you solemnly swear that the testimony you will 
give before this subcommittee in the matters now under consideration 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ? 

Dr. Porter. I do. 

Mr. H&éperr. You may be seated. 

Now, Dr. Porter, I understand you have a prepared statement ? 


TESTIMONY OF DR. RICHARD W. PORTER, CONSULTANT FOR 
ENGINEERING SERVICES, GENERAL ELECTRIC CO. 


_ Dr. Porrrer. Yes, Mr. Chairman, I do have a prepared statement 
and, if it is your pleasure, | would like to read the statement for the 
committee, 

Mr. Hérerr. You may read the statement without interruption 
from members of the committee, after which the committee will inter- 
rogate you. 

You may proceed. 

Dr. Porter. Mr. Chairman, this statement is submitted in answer 
to statements made in the testimony of Mr. Drew Pearson and Mr. 
Jack Anderson before this committee on August 18. I sincerely ap- 
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preciate this opportunity to appear before the committee and present 
the facts as I see them. 
In the interest of time, I will confine my remarks to three points 





which seem to be most pertinent to your inquiry. However, I would 
not like to have this limitation construed as tacit approval of the rest 
of Mr. Pearson’s testimony, which contains a great many errors of fact 


with respect to which the correct information could have been ob. | 


tained, and draws a number of conclusions which the facts do not 
support. 

1. Mr. Pearson describes me as a former employee of the United 
States in charge of the Army’s White Sands rocket experiments, and 
uses the phrase, “formerly wearing an Army uniform.” 

The fact is that for 22 years 1 have been employed continuously, 
full time, by the General Electric Co., that is, ever since 1937, the 
year in which I received my doctor of philosophy degree from Yale 
University. I have never at any time been a paid employee of the 
Government. However, I am proud of the fact that at several times 
during my career it has been possible for me to serve my country as 
a member of some technical or scientific advisory group established 
by the Department of Defense. I have never received any salary or 
other compensation from the Government for such services. In some 
instances I have received partial reimbursement for my own expenses 
such as travel, hotel, and meals. 

It is true that 1 wore an Army uniform while in Europe from 
March until August of 1945, but it is important to add that this uni- 
form bore no insignia or other indication of rank or military posi- 
tion. There need be no mystery about my status during this period. 
I was a civilian, employed by General Electric, working veh the 
company’s contract with Army Ordnance which required, among 
other things, the services of General Electric scientists and engineers 
in the European Theater of Operations during und immediately after 
the war. Actually, I was only one of man, civilians wearing the 
uniform in Europe at that time, and my company was only one of 
many companies whose employees served our Government. in this way, 

It was largely through my own personal efforts during thes 
months that many of Dr. von Braun’s people were evacuated from 
an area which later became a part of East Germany, in order that 
they might later be brought to the United States. Under this same 
contract, the General Electric Co. also provided well-nigh indispen- 
sable people and services to Dr. von Braun and his group during 
their early years in this country. These services included assistance 
in establishing and operating their first machine shop facilities at 
El Paso, ‘Tex., and also assistance in their move to the Redstone 
Arsenal and in setting up rocket manufacturing facilities at that 
location. 

I was never stationed at the White Sands Proving Ground, so | 
obviously could not have been in charge of the Army’s rocket experi- 
ments there as claimed by Mr. Pearson. A small number of General 
Electric employeees indirectly under my supervision were located 
there for extended periods in connection with technical work invol¥ 
ing missile tests which my company performed under contract, fot 
Army Ordnance. Army officers stationed at White Sands were acttt 
ally in charge of all these tests. The information and experience 
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ained during this work was carefully documented in an extensive 
series of reports which were distributed to Government agencies and 
to all other missile contractors, in accordance with the desire of our 
customer, Army Ordnance. is . 

2, Next it is alleged that because of my position as Chairman of 
the IGY satellite panel I was able to, and in fact did, exert improper 
influence to promote the use of General Electric rocket engines in 
the Vanguard satellite launching vehicle. , 

The fact is that the IGY satellite panel was not even in existence at 
the time when the Vanguard rocket engine decisions were made. Rec- 
ords of the IGY committee and of its satellite panel, which are not 
classified and are available in the IGY office of the National Academy 
of Sciences in Washington show that the satellite panel was not estab- 
lished until October 20, 1955, more than 6 weeks after the Defense 
Department directive was promulgated, establishing the Vanguard 
program and assigning responsibility to the Navy. I had no prior 
association with the IGY or with the Academy. Furthermore, even 
after it was established, the satellite panel was concerned only with 
scientific utilization of the satellites and had no responsibility for selec- 
tion of launching vehicles or of rocket engines. 

The “secret committee” to which Mr. Pearson’s testimony refers 
was the Advisory Group on Special Capabilities, of the Department of 
Defense, headed by Dr. Homer J. Stewart of the Cal Tech Jet Pro- 
pulsion Laboratory. I was only one of eight members, and not the 
chairman. The establishment of this advisory group, together with 
asummary of its recommendations, is described in the House Appro- 

riations Committee Surveys and Investigations Staff report on 
Project Vanguard. The reference is 14a of Defense Ap- 
propriations for 1960, part 6, page 57 (indicating document). 

The role of this advisory group was to look at various satellite plans 
and programs from a technological point of view. It had no au- 
thority other than to render technical advice to the Office of the 
Assistant Secretary of Defense for Research and Development, advice 
which could be ctandnaaiie was rejected. It is my understanding 
that, after the recommendations of the advisory group had been re- 
ceived, the selection of the first satellite launching vehicle was also 
debated at length by the policy council of the Assistant Secretary 
of Defense for Research and Development, and that the Assistant 
Secretary made the final decision in favor of the Vanguard in 
accordance with their majority recommendation. 

[had formerly served as manager of General Electric’s guided mis- 
siles department, which was responsible for rocket engine development 
up until the fall of 1954. At that time, however, responsibility for all 
of the rocket work was split off from my department and transferred 
to the flight propulsion laboratory of the aircraft gas turbine divi- 
sion at General Electric’s plant near Cincinnati. 

In February 1955, I left the guided missiles department for a posi- 
tion in the oflice of the vice president—engineering, with responsibility 
directed primarily toward communication and control equipment and 
with no responsibility whatever for rockets. Thus, at the time I agreed 
to serve on the Department of Defense advisory group—that was late 
June, 1955—I was out of touch with General Electric’s rocket engine 
work and I was not aware that either the Navy or the Martin Co. were 
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considering the use of a General Electric engine in a satellite launch- 
ing vehicle. When I first saw the Navy proposal shortly thereafter, | Was f 
and discovered that the General Electric X—405 engine was included— | thew 
which I did not design, despite Mr. Pearson’s statement to the con- Th: 
trary—I asked the chairman of the advisory group, Dr. Stewart, | 1958, 
whether, under these circumstances, my continued membership in the | nauti 
group might not be prejudicial to any recommendations it might { Coch 
make. He expressed the view that the group would want the con. tory, 
tinued benefit of my participation and in his opinion no prejudice ; addre 
would result. tory I 

In this connection it should be appreciated that the group was prin- Deal 
cipally concerned with reviewing the overall technological aspects of , Vangu: 
the satellite launching proposals which were then under consideration, the ‘ 
including structural design, guidance and control, flight stability, and Pie 
many other aspects beside propulsion. I, therefore, did continue as has bee 
a member, but avoided taking any part in any discussions of the com- | ing effi 


parative merits of the General Electric engine. see 
I did express my opinion with regard to the final recomendations of | contrac 


the advisory group, which, as you know, favored the Navy proposal; | [satel 
however, the majority of five to two by which these recommendations _ satellit 
were adopted, clearly indicates that no single vote could have changed _ , We ! 
. . . . informa 

the situation; whether it had been withheld or even reversed. | ability | 
It does not seem relevant here to review the relative technical merits 


of the various proposals which were studied by the advisory group, me 
However, it should be noted that the Jupiter C vehicle ultimately used fall-sis 





to launch the Explorer satellites was not the same as the originally | saefon 
roposed Orbiter launching vehicle; it was developed later and had 


tter performance, although even with its greater size and four stages | _ 
of rocket propulsion it still had less capability, in terms of weight and | Pd 
height of the satellites it could launch, than the three-stage Vanguard. | imrelat 
The group would unanimously have preferred a still higher per- | 94), ou 


formance booster based on the ICBM or IRBM missiles which were ee Pr 
then under development, and so recommended—and again this is de | giveq | 
scribed in this congressional report, on page 58. | he 

However, in view of the national policy of noninterference with | jp moct 
high priority military developments and the uncertainty of the sched- yy. ] 
ules for these huge new missile programs, an interim recommendation —_ yy. ¢ 
seemed desirable. On pag 


At no time, while serving as a member of any Government or semi | pp 
Government advisory group or committee, did I discuss with Dr} yyy ¢ 
Rosen, who was in charge of vehicle design at the Naval Research | py ¢he ] 





Laboratory, or any other Government employee, the use of General | were oa 
Electric engines in the Viking or the Vanguard or attempt in any ynder d 
other way to promote their use. However, I have good reason tobe = Noy 
lieve that the decision to use the General Electric X—405 engine was which y 
based on the fact that it had demonstrated higher performance and pp. p 
greater reliability than any other rocket engine of the required siz eondyct, 
which was available at that time. Presumably, the Navy or the Ne | work wl 
tional Aeronautics and Space Administration would have document | reports 
ary evidence bearing on this point. 'fidential 
3. Finally, it is alleged in Mr. Pearson’s testimony that the General, present { 
Electric engines did not function properly in the Vanguard, that ther} Howe: 
of orgar 
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was failure after failure and that these failures were responsible for 
the well-publicized delays in the program. 

This allegation is clearly refuted in a letter dated November 10, 
1958, from Dr. Hagen, Director, Project Vanguard, National Aero- 
nautics and Space Administration, Vanguard Division, to Mr. David 


/ Cochran, manager of the General Electric Flight Propulsion Labora- 


tory, Which I would like to read to you at this time, if I may. It is 
addressed to Mr. David Cochran, Manager, Flight Propulsion Labora- 


tory Department, General Electric Co., Cincinnati, Ohio. 
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Deak Mr. Cocuran: A recent review of the official documents of the Project 
Vanguard has once again brought to attention the excellent performance record 
of the General Plectric X—405 rocket engine. 

This engine has demonstrated a degree of reliability which I believe is un- 
equaled in American rocketry. The General Electric first-stage rocket engine 
has been used in eight Vanguard launchings, and has performed with outstand- 
ing efficiency in seven of those flights. The fact that this is a new engine de- 
signed only 2 years ago for this specific purpose, makes the performance record 
an achievement of which General Electric along with the Vanguard prime 
contractor, the Martin Co., may be justifiably proud. Without it, the Vanguard 
[satellite could not have been placed in the highest and most stable orbit of any 
satellite to date. 

We look forward to future Vanguard launchings which will provide valuable 
information for the world scientific community, due, in large part, to your 
ability to produce a rocket engine with a superior degree of reliability. 


Since the date of this letter, the General Electric engine has been 
used successfully in three more launchings, one of which placed a 
full-sized satellite in a stable orbit. Thus, this engine has by now 

rformed normally or better than normally in 10 out of 11 Vanguard 
aunchings. ‘Technical evidence which has been made available to me 
strongly indicates that in the single exception, the engine also per- 
formed properly until it was prevented from doing so by malfunctions 
unrelated to the engine. If so, the record is, in fact, perfect. Thus, 
although I had nothing to do with the selection of this rocket engine 
for Project’ Vanguard, I feel that the United States has been well 
served by this remarkably reliable device. 

Mr. Chairman, that concludes my prepared statement. I would 
bemost happy to answer any questions you may have. 

Mr. Héserr. Mr. Courtney. 


Mr. Courtney. Doctor, just to clear up a few points as we go along: 
On page 3—— 


Dr. Porrer. Yes, sir. 
Mr. Courtney. You speak of the information which was assembled 


_ by the Department of Army in the conferences at White Sands, which 


were earlier than the October 1955 date, when the panel, which was 
under discussion, was established. 

Now, is the information which was developed at White Sands, to 
which you refer in your statement—is this public information ? 

Dr. Porrer. The information resulting from the tests which were 
conducted at White Sands, and also the theoretical and experimental 
work which was done by my group in Schenectady, was included in 
reports which were almost invariably classified either secret or con- 
fdential. Some of these may well have been declassified at the 
present time. 

However, they were distributed as classified reports to a long list 
of organizations, both in and outside the Government, who were on 
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the list supplied to us by Army Ordnance. I believe this list included | As 
all of the prime contractors and a very great many subcontractors haps 
who were potential prime contractors in the missile business. of th 

Mr. Courrney. Well, in any event, your testimony would be that | and v 
this information, developed as you have indicated in your statement, | of Ge 





was distributed ¢ ) itisa 
Dr. Porrer. Yes, sir. | Mr 
Mr. Courrxey. To competitors of General Electric, as well as other Dr. 
prime contractors in related fields, is that correct?  nolog 
Dr. Porter. That is correct. | Mr, 
Mr. Courtney. Now, was the selection of the persons and companies | Dr. 
to whom the information was disseminated done by the Department { Mr. 
| 


of Army ? | Dr. 
Dr. Porter. The selection of the people to whom these reports were | Mr. 
sent was done by the Department of Defense. I think it was a joint Dr. 
list of Army, Navy, and Air Force contractors. tity pI 
Mr. Courtney. Well, in all events, so far as you are concerned and Mr. 
General Electric is concerned, the distribution of this information was | compx 


not handled by you? | 


Dr. Porter. We had no control over it. We did actually send the | Mr. 
reports out in accordance with the instructions of our customer. { Dr. 
Mr. Courtney. Would the name “Armed Services Technical In- | Mr. 
formation Agency” mean anything to you in this connection ? Dr. 
Dr. Porrer. It sounds familiar, but these various names all sound} Mr. 
something alike. There was such an agency, I believe. Dr. 


Mr. Courtney. Now, I have a question with reference to your state-; Mr. 
ment on page 4, and the question—this is with reference to the com-| Doctor 
mittee surveys and investigations which you have reference to, of the} Dr. 
Stewart committee. Was this information developed, as you have! which 
indicated in your statement, secret or classified in any way so that it| the Ge 
could not reach your competitors ? of vari 

Dr. Porter. The proceedings of the Stewart committee I think were| Mr. 
almost invariably classified “secret.” As far as I know, these were not} Dr. ] 
made available outside the Department of Defense, and I did not make| Mr, 
them available within the General Electric Co. beyond my own office. | Dr. | 

Mr. Courtney. Well, then, would we understand that you had no' who is 


control, you or General Electric Co. had no control, over the dissemina- | that tir 





tion of whatever information was developed by this committee, the’ Ther 
Stewart committee ? who oft 
Dr. Porter. None whatever, as far as the Stewart committee was} ofr, ] 
concerned. Mr. ( 
Mr. Courtney. So you do not know what happened to the informa; Mr, ] 
tion as it was finally mittee, 
Dr. Porter. I do not know what distribution was made. Dr. F 
Mr. Courtney. Turned over to the Department. The | 


Now, can you tell us a little more clearly than your statement indi-| same a; 
cates how this committee was formed? We have the names of some) have fo 
of its membership. I think they have been read into the record. Dr. F 

Dr. Porter. I believe so. | correct] 

Mr. Courrney. Were there competitors of General Electric mem| Mr, TF 
bers of this subcommittee, or of this committee ? Dr. I 

Dr. Porter. This is a question which requires a little more than s| Tech an 
simple yes-or-no answer. 
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As you say, the names have now been read into the record. So, per- 
haps it is possible to talk about some of them. There were employees 
of the Jet Propulsion Laboratory, which is a nonprofit corporation 
and which does take defense contracts and in this sense is a competitor 
of General Electric. Although it is a very friendly competitor and 





Mr. Courtney. This isa privately owned 

Dr. Porrer. It is operated by the California Institute of Tech- 
nology, but it is a nonprofit corporation, I believe. 

Mr. Courrnry. Nevertheless, it is a Defense contractor, is it not? 

Dr. Porrer. It is a Defense contractor. 

Mr. Courtney. And does it actually manufacture components? 

Dr. Porrer. It makes components. 

Mr. Courrnry. Makes components. 

Dr. Porter. I do not believe that it normally goes into large quan- 
tity production, although its designs are perhaps used, 

Mr. Courrney. But, nevertheless, it does manufacture some 
components ? 

Dr. Porrer. It has made components, yes. 

Mr. Courtney. And this is in a competitive field ? 

Dr. Porrer. What is it? 

Mr. Courrnry. This is in a competitive field with General Electric. 

Dr. Porrer. In the area of 

Mr. Courtney. Propulsion. 

Dr. Porrer. Of guided missiles, particularly. 

Mr. Courrnry. Guided missiles. If you will continue, please, 
Doctor. 

Dr. Porrer. There are some other employees of the Rand Corp.— 
which is again a nonprofit organization, and hardly a competitor of 
the General Electric Co., although it does undertake contract studies 
of various sorts, of a type which General Electric also engages in. 

Mr. Courtney. This is a private corporation, a private nonprofit ? 

Dr. Porrer. This is a private nonprofit corporation. 

Mr. Courrnry. Now, the others, Doctor? 

Dr. Porrer. As far as the others are concerned, there was a man 
who is the head of a university and who came to Washington after 
that time. 

There was a college professor—there were two college professors 
who often act as consultants to corporations like mine. 

Mr. Héperr. Excuse me, John. 

Mr. Courrney. I am sorry. 

Mr. Hérerr. Doctor, you are identifying the members of this com- 
mittee. Would you call the names, as you identify the individuals? 

Dr. Porrer. Yes, I think that can be done now. 

The list is the same—that is, the initial list of the members is the 
same as that which was read into your testimony sometime ago—I 
have forgotten by whom. 

Dr. Homer Joe Stewart—I am not sure I can give the first names 
correctly of all of these people. 

Mr. Héeerr. That is all right. 

Dr. Porter. But I will give you their last names—of California 
Tech and Jet Propulsion Laboratory. 
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Dr. Lauritsen, I believe, also of California Tech and Jet Propulsion 
Laboratory ; 

Dr. Clifford C. Furnas, who was at that time, and I believe still is, 
head of the University of Buffalo. 

Mr. Héserr. He was later with the Defense Department, was he 
not ? 

Dr. Porter. And later came into the Defense Department, and then 
again went back to the University of Buffalo. 

Dr. McMath, who was a full-time university professor. I cannot 
remember now the university. He was quite inactive in this group 
and did not take much part. 

Dr. Clement of the Rand Corp. 

The Srenocraruer. How do you spell it? 

Dr. Porter. C-]-e-m-e-n-t. 

Myself; Dr. Kaplan of UCLA, and Dr. Rosser of Cornell. 

Mr. Courtney. Now you stated, Doctor—is that the list ? 

Dr. Porter. Yes, that was the initial list of members. 

Mr. Courtney. Now, you state, Doctor, that, commonly, some of 








| Dr 
| the G 


| Stew: 


Mr 


_ stage. 


these professors and members of this group acted in a consulting | But— 


capacity for vour firm as well as for the Government ? 

Dr. Porter. I am not—TI do not know specifically about the con- 
tracts, consulting contracts held by these individuals. I do know that 
it is common for people of this type and people in positions of this 
kind, to act as consultants for large corporations. And I do not know 
whether any of them have—I do not know of any specific instances 
where any of these people have worked as consultants for General 
Electric, although I do not know with certainty that they have not. 

Mr. Courtney. Well, at the time, then 

Dr. Porter. I do not believe they have. 

Mr. Courtney. Now, did the decisions of this board or group as 
you called them, have any binding effect upon the Department of De- 
fense as to the decision which it would make? 

Dr. Porrer. There was certainly no binding influence on the De- 
partment of Defense. 

Mr. Courtney. Well, in other words, this was a group whos 
opinion was to be requested and considered on the merits, is that it? 

Dr. Porter. As I stated, or as I said in my prepared statement, their 
only responsibility was to give advice to the Assistant Secretary, tech- 
nological advice 

Mr. Courtney. And this took a written form ? 

Dr. Porter. The end results of their deliberations were in a written 
form. 

Mr. Courtney. Written form. With your recommendations and 
the expression of opinion by the different members of the group, either 
unanimously or by way of division ? 

Dr. Porter. In general, the expressions of the individual members, 
I think, were not contained. But, if there was a minority report, it 
would be so indicated. 

Mr. Courrney. And the persons joining the minority, or of the 
majority, as the case may be, would be identified, if there was a 
opinion ? 

Dr. Porter. At least the numbers of persons. 

Mr. Courtney. At least the numbers 
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Dr. Porrer. Were so identified. I do not remember whether the 
individual names were or not. 

Mr. Courtney. Now, Doctor, you stated at the time the Vanguard 
decision was considered by this subcommittee, that is, the selection of 
the General Electric propulsion system, the engine—do I understand 
that the Navy had presented a proposal in which it had decided to use 


' theGeneral Electric engine? Isthis right? 


hen 


inot | 
‘oup 


Dr. Porrer. The first proposal which I saw, as a member of the 
Stewart committee proposed, among other things, among many other 
things, the use of a General Electric X-405 engine as the propulsion 
unit for the first stage. 

Mr. Courtney. Then 

Dr. Porter. I would like to add, though, that a proposal of this sort 
includes a great deal more than the first-stage engine. There were, in 
fact, three engines included in this initial proposal. Some 

Mr. Courrney. One for each stage? 

Dr. Porter. One for each stage. And there was, either at that time 
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stage. So that actually four rocket engines altogether were involved. 
But—— 

Mr. Courtney. Well 

Dr. Porrer. But, even beyond propulsion, if I may, there is the 
matter of electronics, of structure, of guidance, of orbital calculations, 
andmany, many other things, besides propellant. 

Mr. Courtney. Well, would we understand, then, that what this 
committee reviewed was a decision of the Navy, which was an outline 
of its proposal for Vanguard, including all of these components ? 

Dr. Porter. Right. 

Mr. Courtney. That went into it. 

Dr. Porter. Correct. 

Mr. Courtney. One part of which, in the first stage, incorporated 
a plan to use the General Electric engine. 

Dr. Porter. That is right. 

Mr. Courtney. And this was the total proposal which was con- 
sidered and reviewed by this scientific group ? 

Dr. Porter. That is correct. 

Mr. Courtney. Who asked the group, then, to express its opinion on 
the proposal ? 

Dr. Porrrer. That is correct. 

Mr. Courtney. So that a decision of some sort at least had been 
made, which you were reviewing ? 

Dr. Porter. That is correct. 

In my testimony, I also have stated that I was unaware of that deci- 
sion until I actually encountered it as a member of the Stewart Com- 
mittee. 

Mr. Courtney. Now, if I may turn to page 5, doctor? You speak 
of another committee, or group, in the center of the page there. You 
speak of a DOD advisory group. 

Dr. Porter. This is the group to which I am referring. 

Mr. Courtney. Oh, this is one and the same group ? 

Dr. Porter. Yes, sir. 

Mr. Pricer. Will the gentleman yield there? 

Mr. Courtney. Yes. 











998 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


Mr. Price. I think in most discussions and areas where this com. | 
mittee is mentioned, however, they always refer to it as the Stewart 
Committee, is that correct ? 

Dr. Porter. Its proper name was the Advisory Group on Special 
Capabilities. 

Mr. Prics. That is correct; but | 

Dr. Porter. But, if I slip and refer to it as the Stewart committee, | 
I hope you will understand that it is the same organization. 

Mr. Price. This is the committee that they mean when they talk 
about the Stewart Committee? 

Dr. Porrer. It is usual practice around Washington, apparently, 
to refer to committees by the name of the chairman. 

Mr. Price. The Chairman. | 

Mr. Norsiap. Just like this committee, particularly. [Laughter] | 

Mr. Courrney. Mr. Chairman, those were the questions I had for 
clarification. 

Mr. Héserr. Mr. Hess? 

Mr. Hess. Dr. Porter, do I understand correctly this was a secret 
committee ¢ 

Dr. Porter. I was instructed, as a member, that the deliberations 
of this group were to be considered as privileged information. The 
reports, containing its recommendations, were certainly for the most | 
part, and I believe altogether, classified as secret, for reasons of the 
military information which they contained. 

Mr. Hess. Who appointed you ? 

Dr. Porrer. I was appointed—I was asked to serve on it by Don 
Quarles, in a letter. 

Mr. Hess. And where did you meet ? 

Dr. Porrer. Where did we meet? In many different places, 
Usually in the Pentagon, but occasionally at one of the con- 
tractor’s plants, such as Martin. 

Mr. Hess. Were you called together by the chairman / 

Dr. Porrer. We were called together by the chairman, Mr. 
Stewart. 

Mr. Hess. Did you have any employees who were employees 
of the Defense Department ¢ 

Dr. Porrer. There were at various times secretaries assigned to the 
group. I think Adm, Paul A. Smith was the one who served with | 
it most continuously—Admiral retired, Paul A. Smith, a very promi 
nent geodicist. 

I think there was one other person who served it for some length of 
time. His name was Myers. 

Mr. Hess: Was he an employee of the Defense Department ? 

Dr. Porrer. He was an employee of the Defense Department. 

Mr. Hess. In a military capacity, or was he a civilian? 

Dr. Porrer. He was a civilian. 

Mr. Hess. And he was assigned by Secretary Quarles? 

Dr. Porter. He was certainly assigned by the office of Secretary 
Quarles. Whether personally, I do not know. 

Mr. Hess. The Admiral, also? 

Dr. Porrer. Yes, sir; Paul Smith was also a part of that same office. 

Mr. Hess. Those are the only two, outside of the committee | 
members ? 

Dr. Porrer. Those were the only two that I remember. 
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Mr. Hess. Were any partial reports made from time to time to the 
Secretary ¢ ; 

Dr. Porrer. If so, they would have been made by the chairman, 
either in a letter or in a meeting, private meeting of the chairman 
with the Secretary. I was not at any of those meetings. 

As far as I am concerned, I know only about the reports which—— 

Mr. Hess. No reports were ever made public ? 

Dr. Porter. No reports were ever made public. 

Mr. Hess. Mr. Chairman, I think that is all I wanted to ask, in the 
way of questions. 

do want to say this, however, that I am delighted that Dr. Porter 
came here this morning and at least cleared the air so that we have 
factual information here direct from Dr. Porter, and not a lot of hear- 
say and innuendoes and matters of that kind which the committee has 
been presented with in the past. 

Dr. Porter. Thank you. 

Mr. Hésert. Mr. Price. 

Mr. Price. Dr. Porter, did the Stewart committee limit its work 
to the study and consideration of the Vanguard project ? 

Dr. Porter. No. As was stated in the congressional report to which 
I referred—speaking of the group identified as the Advisory Group 
on Special Capabilities, and also referred to as the Advisory Group 
and the Stewart committee—it consisted of eight members, two recom- 
mended by each of the military departments and two selected by the 
Assistant Secretary of Defense for Deetseh and Development. They 
were instructed to— 
review the various satellite plans and programs and to recommend an equip- 
ment program by August 1, 1955, including suggestions with regard to the 
governmental and industrial organizations where the different phases of the 
program might best be carried out and a consideration of the impact of the 
recommended program on weapon developments projects. 

This, therefore, was broader than the Vanguard proposal. The 
Froup, as I recall it, considered very carefully the Army’s proposal. 
n fact, there were several different Army proposals at that time. 
And some proposals by the Air Force, which were not very complete. 

Mr. Price. The proposal by the Air Force: Would that have been 
the project known as Project World Series ? 

Dr. Porter. I do not recall that particular name in association with 
it, but it might have been. At that time the Air Force position, as 
I remember it, was largely that they could not tolerate any inter- 
ference. In fact, they had been directed that there was to be no inter- 
ference with their prime ballistic missile programs. 

Mr. Price. Was that an Air Force position, or was that a Depart- 
ment of Defense position ? 

Dr. Porter. I believe it was actually a national position, sir. But 
Tam not sure that I know exactly where it came from. 

Mr. Price. All right. You state that in your statement here. And 
I was about to ask whether or not your committee was asked to make 
any recommendation as to setting the national policy, in a limitation 
of the satellite program to a civilian program, rather than the use 
of intercontinental ballistic missiles ? 

Dr. Porter. No, Mr. Price. We had nothing to do at all with that 
end of the policy. This was given to us as a national policy. 
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I suppose—and this is only my supposition—that it originated from 
the National Security Council. 

Mr. Price. Since it was given to you as a national policy, there 
was no discussion within your group whether or not this was a wise 
course to pursue, in your effort to get a satellite into space as quickly 
as possible ? 

Dr. Porter. There may well have been some discussion of it, but [ 
am sure that we never attempted to reach any group opinion. 

Mr. Price. You made no recommendation ¢ 

Dr. Porter. With respect to that. We made no recommendations 
onthatone. We accepted it as the policy. 

Mr. Price. So that, in your consideration and the purview of your 
authority, you were limited to a study of rockets of the type of the 
Vanguard—what other rockets could you have dealt with at that time! 

Dr. Porter. Well, the Vanguard, of course, as you know, was under 
consideration. And there were proposals based on the Redstone mis- 
sile, as it then existed, from the Redstone Arsenal. 

Mr. Price. At the time that the Army made a move for the use of 
the Redstone missile or the Jupiter missile to place in orbit a satellite, 
was your Committee tel by the Department of Defense for a 
recommendation ¢ 

Dr. Porter. The Army proposal based on a Redstone missile was 


submitted to this group, along with the Navy’s proposal, making use of | 


the Vanguard. 

Mr. Price. Did you make any recommendations on the Army 
proposal ? 

Dr. Porter. The recommendation I think is described in this report, 
as saying—I wonder—I might simply read again 

Mr. Price. Yes. 


Dr. Porrer. The description of the recommendations: 





The group submitted its report on August 4, 1955. It recommended the de 
velopment of a scientific satellite vehicle in two phases—an immediate program 
designed for maximum assurance of placing at least a small (5- to 10-pound) 
satellite in orbit during 1958, and (2), a program to launch a vehicle capable of 


carrying a satellite of significantly larger payload, up to 2,000 pounds, or of | 


achieving a significantly higher orbit at some future date. 


Now, if I may end the quote at this point, and interpolate ? 

It was certainly the intent of the group that the end objective to be 
reached as soon as possible was the larger satellite. But, in view of the 
situation which then existed and the directive to avoid interference 
with the military ballistic missile program, it seemed that this must 
obviously be a second phase in time, but not less important, by no 
means less important, than the first phase, which had to be done at an 
earlier date. 

But, I would like to make the distinction, then, between first. and 
second choice and between first and second phases in time. I think 
Mr. Pearson confused this in his testimony. 

Now, if I may go on with the quote: 

Other findings included: (1) There is a reasonable assurance that the United 
States can have the capability to put up a small scientific satellite during 1958. 


(2) Use of current military programs to accomplish the objective within the | 
IGY period will run some risk of interference with such military programs; but, 
if properly carried out, can result in long-term benefits to the military programs. 

(3) The group unanimously favored the use of the ICBM (Atlas) motor if, 
(a) the ICBM program would be on schedule; (b) the satellite effort would not 
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' interfere with the ICBM, and (c) only a single satellite program could be 
approved. 
) (4) The group declined to resolve the “ifs” in (3) and presented two 
.) alternatives. 
(a) Use of the Navy proposal based on an improved Viking rocket with 
y | two additional stages (this proposal was favored by five of the seven mem- 
\ bers participating) ; and ; : 
I (b) Use of the Army proposal based on the Redstone missile, with three 
additional stages (this proposal was favored by two members of the group). 
| Mr. Price. Now 
is Dr. Porter. Then, it goes on to give the reasons why these—— 
| Mr. Price. Yes. ; 
ur | The group kept themselves currently informed, insofar as our in- 
telligence would permit, as to what the Russians were doing in their 
e! | satellite program at that time? 
er | Dr. Porrer. We had, I believe, at that time, no information about 
what the Russians were doing with regard to their satellite program. 
Iam a little shaky on the chronology of this period, but I know—— 
Mr. Price. Maybe it would help to identify the period in which the 
te, committee was in existence. 
| Dr. Porter. We are talking about the summer of 1955, at the time 
that these decisions that we are talking about—at the time when 
vas | these decisions were made. 
of | Mr. Price. How long did you remain in existence 
Dr. Porter. The group then continued at a very low rate of activity, 
my | until, 1 believe, some time in 1958, meeting very occasionally to con- 
tinue to review the program and to make additional recommendations 
ort, | tothe—— 
Mr. Price. And you say 
Dr. Porter. Assistant Secretary. 
| Mr. Price. You say, even though the group was not assigned to help 
de | in bringing about the success of the International Geophysical Year 
ram | satellite program, that you were not informed of what the Russians 
ind) | were doing as late as 1957? 
rot | _ Dr. Porrer. Lam sorry, sir. As late as 1957, yes. But, as far as the 
1955 period, when these decisions that I was talking about, were 
| made—remember that this report was made August 4, 1955. I do not 
‘be | think anyone knew anything about a Russian satellite program. 
tthe | Mr. Price. Well, I do not know. Except I know that I wrote an 
ence | *ticle for a national magazine—and I still have a copy of it. The 
must | ™agazine was published in July of 1957. 
Dr. Porter. 1957, yes. 
y | Mr. Price. 1957 
at, an ; < ~tahnge 
Dr. Porter. Yes, sir. 
in Mr. Price. That is the date you stated # 
x: Dr. Porter. Yes. 
think 3 . 
_ Mr. Price. I must have written the article about 2 months before 
it was published. So I, as an individual, predicted pretty well just 
about what was going to happen. And I couldn’t have predicted that 

















i without access to some information, that had to come from hearings 
in ‘the | SUchasthis. And that information, in that article, tied their program 


s; but; directly with their intercontinental ballistics missile program. 
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The reason I am bringing this out is I am wondering whether your | peat 
committee gave thought to this and tried to issue some warnings to | suck 
our national leaders, so that our national policy might have been | reco 





altered in time to keep us from getting beat so badly as we did with D 
sputnik. | For 

Dr. Porter. Mr. Chairman, I hope my remarks about information \ It m 
were not misinterpreted. | this: 

May I repeat them? Specifically, I said we did not have informa- M 
tion in the summer of 1955 about the Russian program. I don’t | Jeast 
believe the Russians announced that they were going to have a satel- Dr 
lite program until after the July 29 announcement by our own | I do 
President. | sent 

However, at some time after that date they did make an announce. | M: 
ment. I think it was probably in the fall, the late fall of that year, { Mi 
And this was not an official announcement, but simply a statement | Mi 
by a scientist at a meeting, I think, in Copenhagen. And there were Mr 
other intimations of this kind from time to time thereafter. AndI | help! 
should say that probably by February of 1956 it was reasonably | — Th 


certain that they would have a satellite program, and a relatively | help | 


large one. And although I didn’t personally write any articles about Do 
this, I am quite sure that I did make my views on this known to some |  jssua: 
of the newspapermen with whom I talked at that time, and perhaps | anda 


included statements of this kind in speeches which I made. | Dr 
So that by 1957—I won’t disagree with you, sir, that there was | direct 
knowledge. And it was about that time, I believe, that the Stewart As 
committee did suggest—whether the word “recommendation” was | logic: 
used or the word “suggestion”—I don’t remember. But there was | tions 
some sort of suggestion, at least to the Assistant Secretary of R.& D, | retary 
that an Atlas-based satellite launching vehicle should be included asa | at coi 
backup in the program. | policy 
Mr. Price. Well, the reason I bring these questions up: Because | never 
I think it is pertinent to the type of statements that have been made | Mr. 
here in previous testimony. Your committee was not formed for the | this ¢ 
purpose of establishing a national policy, is that correct? comm 
Dr. Porter. That is correct. Dr. 
Mr. Price. But you, on the basis of national policy, were to locate | Mr. 
projects that were in being, to promote the International Geophysical | progr: 
Year satellite program ? issued 
Dr. Porrer. As I mentioned, again in my prepared statement, the; Dr, 
Assistant Secretary of Defense R. & D., had a policy council, on/ Mr, 
which there were representatives of the military services. And I} mittee 
believe that the advisory group gave only technological information, | establi 
and that any debates concerning policy at the DOD level were made | do wit 
by this policy committee. Dr. 
Mr. Price. But it does seem strange to me that a committee set up | propos 
such as yours was would not have been informed at least of some of | Don Q 
the recommendations that have been made by our services. For in-} first m 
stance, the Project World Series. It looks to me like that would have! throug 
been placed before your committee for thorough study. Because that! The 
was a definite recommendation from Holloman Air Force Base, that| answer 
would have tied our satellite program. And it would have been much; the Un 
larger than the grapefruits we threw up after sputnik, and would have| Intern; 
been a substantial satellite, and if it had been successful would have; mendat 
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beaten the Russians tothe punch. And it looks to me like a committee 
such as yours would have been informed of that and asked to make a 
recommendation on it. 

Dr. Porrer. As I stated, Mr. Price, this group did consider an Air 
Force proposal, and it did originate from Holloman Air Force Base. 
It may have had the name World Series. I don’t remember names of 
this sort as easily as I remember the technical details. 

Mr. Price. This is a specific project known in Air Force circles, at 
least at Holloman Air Force, as Project World Series. 

Dr. Porter. Whether they presented it to us under that name or not, 
Idon’t remember. But I do know Holloman Air Force Base did pre- 
sent a proposal, and it was a good proposal. 

Mr. Héperr. Mr. Gavin? 

Mr. Gavin. I haven’t any questions. 

Mr. Héperr. Mr. Hardy? 

Mr. Harpy. Mr. Chairman, I think that this is a very healthy and 
helpful thing to have the presentation of facts by Dr. Porter. 

There are one or two questions, that occur to me, that I think might 
help to further clarify, at least, my thinking. 

Doctor, did the Stewart committee have anything to do with the 
issuance of the DOD directive which set up the Vanguard program 
and assigned responsibility to the Navy ? 

Dr. Porrer. You asked whether it had anything to do with that 
directive. 

As I said in my statement, it issued a technical—it made a techno- 
logical review of that and other projects, and it made recommenda- 
tions on the basis of these technological reviews to the Assistant Sec- 
retary of Defense R. & D., where I understand the subject was debated 
at considerably greater length, from the viewpoint of policy by the 
policy council. I don’t know who the members of this group were. I 
never sat in on any of their meetings. 

Mr. Harpy. The reason I asked that question: I was trying to get 
this chronology fixed in my own thinking. Apparently the Stewart 
committee was established in late June of 1955. 

Dr. Porrer. That is correct. 

Mr. Harpy. The DOD directive which established the Vanguard 
program and assigned responsibility to the Navy was apparently 
issued about the first of September 1955. 

Dr. Porter. Yes. 

Mr. Harpy. That is why I inquired as to whether the Stewart com- 
mittee, which was in being a matter of 2 or 3 months, prior to this 
establishment of the Vanguard program—whether it had anything to 
do with the establishment of that program. 

Dr. Porrer. No. The Stewart committee was presented various 
proposals probably during the month of July. I know my letter from 
Don Quarles came toward—in the closing days of June. I think the 
first meetings were probably at the beginning of July, and continued 
through July. 

The first question, of course, that the Stewart committee had to 
answer was, “Do we have the capability of launching a satellite? Can 
the United States say yes, it will accept the invitation of the IGY 
International Committee to launch a satellite”? And its first recom- 
mendation was, “There is a reasonable assurance in the United States 
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that we can have the capability to put up a small scientific satellite 
during 1958.” Which was the question, essentially, that had been 
asked. Sothat question was answered. 

The various proposals were then looked at, and the additional recom- 
mendations which I have already described were made. And these 
were made on August 4, 1955. 

Mr. Harpy. Well 

Dr. Porrer. I think there was then some further review of these, 
And there was a debate by the policy council; and this led then I 
think, around the first of September, or at least the date we have men- 
tioned in September, to the Assistant Secretary of Defense’s statement 
about the program. 

Mr. Harpy. Well, I wanted to be sure that we didn’t have any con- 
fusion in here. 

You pointed out in your statement that the IGY satellite panel was 
not established until October of 1955, which was some 6 weeks after 
the DOD directive was issued. 

The Stewart committee was set up, then, some 2 or 3 months before 
the DOD directive was issued, which established the Vanguard pro- 
gram and assigned responsibility to the Navy. 

(Dr. Porter nods. ) 

Mr. Harpy. That is why I wanted to understand whether the 
Stewart committee did have any responsibility in connection with the 
assignment of that program to the Navy. 

Dr. Porter. I think I have already described that— 

Mr. Harpy. Maybe you have. 

Dr. Porrer. That association, sir. 

Mr. Harpy. But there was one other aspect that I just wanted to 
be sure that the record was clear on. 

Now, you pointed out that the selection of the X—405 engine, the 
recommendations regarding the X-405 engine by the Navy, appar- 
ently, at least this is the way I understood your statement, and that 
is why I wanted to get it cleared up, apparently was made before the 
DOD directive was issued in September. Now, if that isn’t accurate, 
why 

Dr. Porter. This is correct. Only—if I may rephrase it, sir? I 
would say that the Navy’s decision to include the 405 engine in the 
design, which formed the basis for their proposal, was made before 
their proposal was submitted; and that their proposal was submitted 
during the early meetings of the Stewart committee, in late June or 
early July of 1955. 

Mr. Harpy. So that you became aware of the Navy’s proposal to 
include the X-405 engine in its program, which—it was submitted 
prior to the time that the DOD directive was issued ? 

Dr. Porrrer. That is correct, yes. 

Mr. Harpy. And you became aware of that early in your service on 
the Stewart committee ? 

(Dr. Porter nods. ) 

Mr. Harpy. And that was the time at which you suggested the possi- 
bility of your being withdrawn from that consideration ? 

Dr. Porrer. That is correct. 

Mr. Harpy. Thank you, Mr. Chairman. 
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Mr. H&serr. Dr. Porter, did you have any conversations with either 
Mr. Pearson or Mr. Anderson in connection with this matter? 

Dr. Porter. Mr. Chairman, this is another place in which it seems to 
me Mr. Pearson has been misleading, because of the incompleteness 
of his statement. 

I have never talked to Mr. Pearson, and I have with Mr. Anderson 
only by telephone. 

In this first conversation to which he refers, he says, “We have 
talked to Dr. Porter twice. In the first conversation, he was evasive.” 

As I say, I never talked with Mr. Pearson. 

His assistant, Mr. Anderson, called me on the telephone in the 
middle of a busy day, and without warning started asking questions 
about. subjects concerning which the Department of Defense had 
warned me that all information was privileged. What else could I 
do, but be evasive ¢ 

At a later date, when some of the information about the Stewart 
committee had been published, I felt that I was able to be a little 
more specific about the Stewart committee. 

Mr. Heserr. Those were the only occasions that you talked, then 

Dr. Porter. These are the only two occasions that I have ever talked 
to Mr. Pearson, or any member of his staff. 

Mr. Heéserr. That was the extent of the conversation. Now, you 
had been warned that the Stewart committee was classified, and 
therefore you were evasive—not necessarily so. 

Dr. Porrer. I was not unnecessarily evasive, believe me. 

Mr. H&éserr. No; necessarily. 

Dr. Porrer. Yes, I was necessarily evasive. 

Mr. Héserr. Yes, that is what I mean. Because the thing that con- 
cerns me, and suggested by Mr. Hess in his questions, too: The fact this 
was a secret committee, and yet Mr. Pearson and Mr. Anderson knew of 
its existence and knew of the personnel. And I think you have 
testified that only two other individuals, Admiral Smith and some- 
body else, and I forget the name now, were in contact with your com- 
mittee as far as you knew, the Stewart committee, is that correct ? 

Dr. Porter. There were certainly other people in the Department 
of Defense who knew of its existence. Of course, Don Seselie knew. 

Mr. Heéserr. That is the area, and that is the situation that certainly 
must be a concern to a great many people. 

Dr. Porrer. I agree. 

Mr. Hézertr. Now, it is Mr. Pearson’s business and Mr. Anderson’s 
business, to conduct their newspaper activities as they see fit. But it 
certainly is the concern of the American public and should be the 
concern of the Defense Department, the possibility and the evidence of 
leaks from such a secret committee’s activities. Obviously both Mr. 
Pearson and Mr. Anderson knew of its existence, and were not in a 
position to know all of the information. And that is undoubtedly 
why you were contacted, to find some information which was of a 
secret nature. 

Dr. Porrer. In my opinion, sir, he was definitely on a fishing expedi- 
tion. He wanted to find out some more about this group. 

Mr. Hépert. True, it was on a fishing expedition, probably. But 
still he knew of the existence of a secret committee and knew the per- 
sonnel of that committee. Now, he could only find that out, as any 
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other person could, newspaperman or not, through somebody talking, 
who should not have talked. 

Dr. Porter. This seems correct to me, sir. 

Mr. Heserr. I think the Defense Department should take extra 
added precautions against leaks. Because any leak of a secret nature 
certainly is not beneficial to the defense of the country. Or else it 
wouldn’t have been made secret in this particular area. Though, I 
know there are a lot of other documents stamped “secret”, that are 
foolishly stamped “secret.” But certainly this is one of the pertinent 
ones, that was stamped “secret” for a purpose. 

Now, what caused that letter of commendation to be written to 
General Electric, which you read into the record? Do you know? 

Dr. Porter. I have no knowledge of any cause whatsoever, except 
Mr. Hagen’s desire to put it on the record, at General Electric. 

Mr. Héserr. Then you wouldn't know that there were rumors that 
the General Electric engine was a failure, and this was to set the record 
straight that it was not a failure but was a perfectly—— 

Dr. Porrer. I don’t know as I can presume to speak for Dr. Hagen, 
I think you would have to ask Dr. Hagen. 

Mr. Hénerr. Certainly you can’t testify as to what you don’t know, 

And I am not attempting to get you to testify. All L am trying to 
ascertain is whether there were any rumors around that the General 
Electric engine had failed. 

Dr. Porter. Of course, there were rumors around. 

Mr. Héserr. Then you did know of rumors / 

Dr. Porrrer. Yes. 

Mr. Héserr. So we can only draw conclusions from that. 

Of course, you didn’t know why the letter was written. But that 
is what I wanted to know. Whether this letter just came as a spon- 
taneous gesture, or it came in answer to these rumors. 

Dr. Porter. No. I would certainly say that his letter was un- 
solicited by anyone in GE, so far as I know. 

There were rumors—in fact, I think statements made by some more 
irresponsible members of the press—to the effect that the engine had 
been a failure. 

And I think—if I may hazard a guess as to Hagen’s motives, it was 
to set the record straight. 

Mr. Héserr. You say “irresponsible members of the press.” Are 
you limiting that to Mr. Pearson and Mr. Anderson, or are you spread- 
ing it—— 

Dr. Porter. Mr. Chairman, if I may, I would prefer not to mention 
any names at this time. 

Mr. Hésertr. Well, was it other than those two gentlemen / 

Dr. Porter. I would prefer to mention no names. 

Mr. Héserr. Without naming them. I am not going to ask you to 
name names. 

Were there other stories which you read in the press, where the 
engine had been quoted as a failure ? 

Dr. Porrer. I don’t recall the details of these during that period, 
but I am sure there were some. 

Mr. Héserr. Other than Mr. Pearson and Mr. Anderson ? 

Dr. Porter. I believe so, yes. 

















surve 
Mi 
Di 
This 
Mi 
in th 
Di 
The. 
Mi 
Dr 
Mi 
Mi 
Di 
Deps 
M 
Dr 
M 
Did 
mitte 
Dr 
altho 
M 
mitte 
publi 
Dr 
Mi 
such 
Dr 
exist 
Mr 
Dr 
morn 
M1 
pape 
up a 
comn 
Dr 








ra 
re 
It 


Are 
ant 


to 
pt 


hat 
ord 


en. 
OW. 


r to 
ral 


hat 
ON- 


un- 


lore 


had 
was 


Are 
ad- 


tion 


u to 


the 








RETIRED PERSONNEL IN DEFENSE INDUSTRY 1007 


Mr. Hésert. Now, in connection with the secrecy of this com- 
mittee—I dwell on that for a purpose. You were undoubtedly warned, 
over again, that it was a secret committee and that the information 
being developed was secret ? 

Dr. Porrer. That is right. 

Mr. Hépert. Any further questions? 

Mr. Courtney. One further question, Mr. Chairman. 

Doctor, would you identify for the record the document from which 
you quoted? It is a public document, I take it. 

” Dr. Porter. Yes. 

Mr. Courtney. Just let the record be clear. 

Dr. Porter. It is the document to which I referred in my statement. 

Mr. Courtney. Yes, sir. 

Dr. Porter. And it is project Vanguard, a scientific earth satellite 
program for the International Geophysical Year, report to the Com- 
mittee on Appropriations, U.S. House of Representatives, by its 
surveys and investigations staff, and is 

Mr. Courtney. Dated August 4, 1955. 

Dr. Porter. No, 1am sorry. This is a much more recent document. 
This is 89747-59, part 6. And I was quoting from pages 57 and 58. 

Mr. Courtney. Now, Doctor, does the report have a number on it, 
in the upper right-hand corner of the face page? 

Dr. Porrer. There is no number in the upper right-hand corner. 
The number at the top of the page is 54. 

Mr. Courtney. Report No. 54. 

Dr. Porter. May I present it to you, sir? 

Mr. Price. How is the report identified ? 

Mr. Courtney. Let me just identify it for the record 

Dr. Porrer. I identified it in my statement as 1959 appropriations— 
Department of Defense appropriations for 1960, excuse me. 

Mr. Price. Mr. Chairman, may I make some comments—— 

Dr. Porter. Part 6. 

Mr. Pricer. How is your Committee referred to in this report? 
Did they refer to it as the “Department of Defense Advisory Com- 
mittee’ so and so, or do they refer to it as the Stewart committee / 

Dr. Porter. It refers to it as the “advisory group” in most places, 
although it gives all three names at the beginning. 

Mr. Price. Yes. Then while you were known as a classified com- 
mittee while you were in action, its classification ended when these 
public reports came out ? 

Dr. Porrer. It is my understanding, again from 

Mr. Price. In other words, there was no secret about the fact that 
such Committee did exist—now ? 

Dr. Porrer. There is no secret. about the fact that the committee 
existed, or about the members of the committee. 

Mr. Price. Yes, sir. 

Dr. Porrer. And that is why I gave the testimony I did this 
morning. 

Mr. Price. That is the point I am trying to bring out. Any news- 
paperman, or any Member of Congress, could have picked the report 
up and discussed it, by reading a report from a_ congressional 
committee 7 

Dr. Porrer. Precisely. 
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Mr. Courtney. Mr. Chairman, for the record, this appears to be 
pages 54 through 80, of a report of the Appropriations Committee 
of the House. It is undated, but bears the GPO symbol 39747-59 
(pt. 6), 6. 

Mr. Héserr. Now , this report is a current report. 

Mr. Courtney. It isa current report. 

Dr. Porter. Yes. 

Mr. Héserr. And was this the first time that the existence of the 
Committee was established, publicly, in this report; or was it es. 
tablished prior to that ¢ 

Dr. Porter. I believe it was also established in the proceedings of 
the Armed Forces Committee. 

Mr. Price. Mr. Chairman 

Dr. Porter. Although I don’t have the specific date in reference 
to that. 

Mr. Price. Mr. Chairman, I have been familiar with the Stewart 
committee for several years. I don’t remember discussing it too 
much in public. But there was not much occasion to do so. 

I am not certain that it was referred to in other committee work, that 
it was a classified matter. 

I think the existence of the committee is a well known fact. 

Mr. Porter. And at the time Mr. Pearson first referred to it in his 
column, which I believe was toward the end of 1957 

Mr. Héverr. Was it as a secret committee / 

Dr. Porter. It was still in secret. 

Mr. Price. It was still classified. 

Mr. Hésert. It was still classified when it was first referred to, 
That is the point. 

Of course, Mr. Price, we all know that you have an association with 
these committees, in connection with your activity on the Joint Com- 
mittee for Atomic Energy. 

Mr. Price. I don’t think this has been a classified matter for several 
years—at least several years. 

Dr. Porter. I am not immediately up to date on what has been 
declassified and what hasn’t. 

Mr. Hésert. You couldn’t keep up to date. 

Dr. Porter. If you want to go into that, I will have to get some more 
information and report back to you later. 

Mr. Hésexrt. I am sure you couldn’t get the complete information 
even then, after it has been classified and dec ‘lassified. 

Dr. Porter, you have made a reference to an inquiry which you made 
at the time of your membership on the committee, of whether your 
position would ‘be prejudiced by continuing as a member of the com- 
mittee. What caused you to make that inquiry? Were you conscious 
of the fact that perhaps some charges would be aimed at you as a 
member of the General Electric Corp. and being a member of that 
committee and fostering the General Electric engine / 

Dr. Porter. Mr. Chairman, if General Electric as a systems con- 
tractor had had any part in these proceedings, I would, of course, 
immediately resign. 

Under the circumstances, where a General Electric component was 
used by one of the proposing contractors, I was somewhat uncertain as 
to what was the appropriate thing to do. So under these cireum- 
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stances I did discuss it with the chairman of the group, and acted in 
accordance with his wishes. 

Mr. H&psert. At any time during the discussions of the group, did 
you advance the merits of the General Electric engine? 
” Dr. Porter. Ididnot. As I stated—— 

Mr. Hépserr. You did not? 

Dr. Porrer. In my testimony, I avoided taking any part in dis- 
cussions of the merits of the General Electric engine. 

Mr. Hépserr. So you did not attempt, then, to persuade any mem- 
bers of the committee that the General Electric engine was the best 


engine ? 

Dr. Porrer. Definitely not. 

Mr. Héverr. I was intrigued, too, for you to refer to a defense 
contractor as a nonprofit organization. I think this is the first time 
we have found out, during all these hearings, that there was a defense 
contractor who was not interested in profits. 

Mr. Courtney. It is a nonprofit corporation, Mr. Chairman, 

Mr. Héserr. Nonprofit. corporation. 

Mr. Courtney. That doesn’t have anything to do with the people 
who are working for it. 

Mr. Héserr. I know. But it is refreshing to have some reference 
tothat. [Laughter. | 

Mr. Harpy. I wish you could be sure it was working out that way. 

Mr. Héserr. Well. 

(Mr. Price aside. ) 

Mr. Héserr. Any further questioning by any members of the 
committee ? 

(No response. ) 

Mr. Héserr. Mr. Courtney ? 

Mr. Courtney. No questions. 

Mr. Héserr. Thank you very much. 

The committee will stand adjourned until Friday morning at 10 
o'clock, at which time we will hear from Mr. Kimball. 

The committee stands adjourned. 

(Whereupon, at 12:20 p.m., the committee was adjourned to recon- 
vene at 10 a.m., Friday, August 28, 1959.) 
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| EMPLOYMENT OF RETIRED MILITARY AND CIVILIAN 
| PERSONNEL BY DEFENSE INDUSTRIES 


FRIDAY, AUGUST 28, 1959 


| Howse or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
| SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 
The subcommittee met at 10:15 a.m., Hon. F. Edward Hébert, 
chairman of the subcommittee, presiding. 
Mr. Hésert. The committee will be in order. 
| Mr. Courtney. 
| Mr. Courrney. Mr. Chairman, Mr. Dan Kimball, the president 
| of Aerojet-General Corp., has returned to the subcommittee this 
morning. He has some comments relating to testimony that was 
presented to and received by the committee on August 18. Mr. Kim- 
ball has a prepared statement. He has been sworn before the com- 
mittee, and resumes as a witness. 
Mr. Héserr. Mr. Kimball, you are accompanied by an associate 
this morning, I understand ¢ 
Mr. Kiapatyi. I am accompanied by Dr. von Karman, who is 
Chairman of the Aerojet Technical Advisory Committee. 
| Mr. Hésert. Will the doctor testify, as well as you? 
Mr. Krmpatu. Yes, sir. 
Mr. Héserr. I will have to give him the oath. 
Mr. Courtney. Please rise, Doctor, and be sworn. 
Mr. Héserr. Rise, Doctor. 
| You do solemnly swear that the testimony you will give before this 
subcommittee in the matters now under consideration will be the 
truth, the whole truth, and nothing but the truth, so help you God? 
Dr. von Karman. I do. 
Mr. Hénerr. You may be seated, Doctor. 
Mr, Courtney. Doctor, you are an employee, or a consultant of 
| Aerojet ? 


TESTIMONY OF DAN KIMBALL (Resumed), ACCOMPANIED BY DR. 
| THEODORE VON KARMAN, CHAIRMAN OF AEROJET TECHNICAL 
ADVISORY COMMITTEE 








Dr. von Karman. No, I am on a retainer basis. Consultant, on a 
retainer basis, 

Mr. Courtney. You are a consultant on a retainer basis ? 

Dr. von Karman. And not an employee. 

Mr. Courrney. You are a consultant on a retainer basis ? 





1011 











1012 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


Dr. von Karman. Basis. 

Mr. Courtnrey. With Aerojet-General Corp. 

Dr. von Karman. Yes. 

Mr. Courtney. And have been 

Dr. von Karman. Asaconsultant. Not as an employee. 

Mr. Courtney. As a consultant, but not as an employee. 

Dr. von Karman. All right. 

Mr. Courtney. All right. 

Mr. Héperr. You may proceed, Mr. Kimball. You have a pre- 
pared statement ? 

Mr. Kimpatt. I have, Mr. Chairman. It is a little long—— 

Mr. Héperr. You may proceed without interruption. 

Mr. Kimpaty. Thank you, sir. 

I am grateful that you have given me and Aerojet-General this 
opportunity to set the record of this committee straight with respect 
to certain testimony given to it by Mr. Drew Pearson and his asso- 
ciate, Mr. Jack Anderson, on Tuesday, August 18. 

I am particularly impressed by the statement of Chairman Hébert 
at that time, which I would like to quote: 

The committee is interested in finding out the facts. We want to divorce 
rumor from fact. We want to separate the fiction from fact. And we want 
to draw the line between the accurate and the inaccurate. 

We are also very much interested in separating fiction from fact and 
drawing a line between the accurate and the inaccurate. That is why 
I requested this opportunity to appear before you again. 

It seems to me this committee, in considering newspaper people as 
witnesses might also invite representative top-level writers in the 
defense and missile field who devote full time to the complex relation- 
ships of Government and industry in this vital area. 

I think such men also might have worthwhile ideas on the primary 
objective of this committee—to discover and correct by appropriate 





armed services or former Federal officeholders. 

I direct myself now to the testimony of Messrs. Pearson and Ander- 
son with respect to myself and Aerojet-General Corp. 

First of all Mr. Pearson spoke of a suite he said we maintained at the 
Hay-Adams House and by innuendo suggested that it was for the 
entertainment of military officers at considerable cost. He further 
referred to a telephone check by his office staff which indicated that it 
had been unoccupied on the night of August 17-18, with the further 
implication that this suite, like other company suites, was something 
secretive like speakeasies during the prohibition era. 

Now, the actual fact is, that we maintain a room, not a suite at the 
Hay-Adams House. This room is regularly occupied by our own 
executives or technical personnel coming to Washington from our | 
plants at Azusa and Sacramento and elsewhere. It is not intended for 
and has never been used for entertainment purposes. It was occupied 
on the night of August 17-18 by Mr. W. L. Gore, a vice president of 
Aerojet. The hotel records will bear this out. 

I would like to add at this time: The reason it wasn’t occupied at | 
8 o'clock is because that is the time Mr. Gore got to work. 

Mr. Norsiap. What was that last, please? I didn’t hear you. 
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Mr. Kiupatu. I say when Mr. Pearson checked in at 8 o’clock in the 
morning it was not occupied, because Mr. Gore gets to work at 8 o’clock 
and he wasn’t in the hotel. 

We at Aerojet have done pretty well because we think we are the 
best in the business and we try to keep ahead of the field at all times. 
We got the Polaris job on that basis and no other. So as to give you 
some background on our competence as well as to refute with expert 
testimony some of the loose allegations made by Mr. Pearson and 
Mr. Anderson, I have taken the liberty of bringing with me Dr. von 
Karman, the founder of Aerojet, whose eminence in the field of areo- 
nautical science and rocketry is equivalent to that of the Wright 
brothers in aviation, of Edison in electricity, or of Marconi and 
DeForrest in wireless and electronics. 

Before asking Dr. von Karman to testify, I would like to clarify 
some other points which Mr. Anderson brought up and which relate 
more personally to me or to my associates in Aerojet. 

The first concerns the 200 shares of General Tire common stock 
which 1 owned at the time I became Assistant Secretary of the Navy 
for Air. I have already told this committee that at the time of my 
confirmation, Senator Byrd or other members of the Senate committee 
considered this holding insignificant and confirmed my appointment 
without question. 

Between 1949, when I entered the Government service, and 1953, 
when I left, the common stock of General Tire was split two for one 
with the result that at the time of my retirement as Secretary of the 
Navy my holdings were 400 shares. 

Mr. Pearson’s accuracy in this matter can perhaps best be measured 
by his statement as it appears in the record, page 2102, that since this 
stock had a par value of $8314 the original shares would be worth ap- 
proximately $17,000. As a matter of fact, the par value now is 8314 
cents a share—not dollars—and in 1949, before splitting, the par value 
was $5 per share. However, we all know that the value of any stock 
is generally computed at its market price and not its par value. 

T would like to turn now to Mr. Anderson’s testimony with respect 
to the Polaris contract. He characterized Aerojet as having little 
background in this field beyond building J ATO boosters to give planes 
jet assisted takeoffs. He said that Aerojet had built one other solid 
rocket called the Sparrow and characterized this as about the size of 
asuper Fourth of July rocket and not much more useful. 

He went on to say that what Aerojet lacked in experience it made 
up in influence. 

The fact is that we were the first industrial organization to work 
with elastic propellants for solid rockets. Aerojet Engineering Corp. 
was organized in 1942 by Dr. von Karman and a few associates at Cal 
Tech and its work from the beginning was in both the liquid and 
solid rocket field, as distinguished from all other companies entering 
the field of rocket engine development in the 1940's. Up until a cou- 
ple of years ago we were the only company with major emphasis on 
both liquids and solids. Today everybody is getting into the dual 
09 fase I am going to let Dr. von Karman give you these facts in 

etal. 

In refutation of Mr. Anderson I think it would be more appropriate 
to state that while we were still a relatively small company dollar- 
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wise compared with the giants of industry when we got the Polaris 
contract, what we lacked because of size we more than made up in first 
class facilities and long experience, and in the incomparable capabili- 
ties represented by our team of selected scientists and staff. 

By November 1948 we had had more than 6 years’ experience and 
had produced more than 11 million pounds of propellant, so we were 
not newcomers in the field. By 1956, when the Polaris contract wag 
awarded, we had produced over 60 million pounds of solid propellant 
and delivered nearly 500,000 rockets with a field reliability of 99.97 
percent. We had successfully tested large solid units such as the 4KS- 
115,000, containing over a ton of propellant. These are some of the 
reasons why we got Polaris. 

The reasons behind the Navy’s decision were clearly summarized by 
Rear Adm. Paul D. Stroop, USN, Chief of the Bureau of Ordnance, 
before this committee in July 1958. He said: 

The decision to go to Aerojet for the Polaris motor was sound and was the 
only practical one in view of the time available for development. Here, in an 
existing Government plant, staffed with competent scientists and engineers, the 
maximum progress could be made and in fact no other course of action was 
acceptable or practical. 

There should be no question in anyone’s mind that Aerojet was the 
logical and proper organization to implement the Navy’s program to 
get a ballistic missile that could be launched from a submarine ef. 
fectively as soon as possible. 

Now, with relation to the performance of that program: It has been 
far from being a failure. We have maintained a schedule compatible 
with the flight test schedule. 

And I might say at this time that we have had three flight tests 
within the last 2 weeks—one yesterday where it was launched from 
a surface ship. 

Additional data on <Aerojet’s solid propellant technology is as 
follows: 

From its founding in 1942 by Dr. Theodore von Karman and his 
associates at the California Institute of Technology, the erojet- 
General Corp. has been the preeminent organization engaged in the 
development and production of castable composite solid propellants. 
Throughout its history and especially in the early years, Aerojet- 
General Corp. maintained a close association with the jet propulsion 
laboratory of the California Institute of Technology, where outstand- 
ing pioneering work in propellant technology was being conducted. 

The General Tire & Rubber Co., which holds a controlling interest 
in Aerojet-General Corp., filed a patent on November 2, 1945, 
application No. 404014, that represents a significant historical beneh- 
mark in the technology of castable elastic solid propellants, including 
the polysulfide resin and the synthetic polymers used on a large scale 
even today. The jet propulsion laboratory developed the application 
of polysulfide rubber so that by 1948 the design of the Sergeant rocket 
was proved feasible. Aerojet-General Corp. assisted in the early 
development of this rocket through the casting of propellant under 4 
contract from the jet propulsion laboratory. For dates relative to 
the development carried on by the jet propulsion laboratory, the 
following is pertinent: 
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It is a matter of record that the Jet Propulsion Laboratory, Cali- 
fornia Institute of Technology, Pasadena, Calif., developed a propel- 
lant using commercially available Thiokol polysulphide fuel, and that 
the California Institute of Technology applied for a patent on poly- 
sulfide propellant during 1946; that during 1947, the U.S. {anal 
arranged for the Thiokol Co, to make rocket motors in accordance 
with the Jet Propulsion Laboratory specifications; that, however, it 
was not until 1949 or 1950, when the Thiokol Co. was able to ade- 
quately formulate propellant along the Jet Propulsion Laboratory 
specifications, 

Therefore, it is concluded that no original contribution to solid 
propellant technology was made by the Thiokol Co. prior to 1949, its 
contribution prior to that time being the supplying of commercially 
available polysulfide fuel. 

The contention that another company “had achieved the break- 
through in solid fuel (and) had the most experience with solid 
powered engines” is not in accord with the fact that in November of 
1948 Aerojet had already accumulated 6 full years of experience in 
the business; had produced over 11 million pounds of solid propel- 
lants before any other company in the United States had produced 
composite propellants; and had filed a patent application disclosing 
the type of synthetic fuel now used in the Polaris and Minuteman 
rocket engines. 

By November 1956, at the time the Bureau of Ordnance notified 
Aerojet-General that the Jupiter ballistic missile program was to be 
redirected to the Polaris program, Aerojet-General Corp has produced 
a total of 60,580,000 pounds of solid propellants of different types 
and had delivered nearly one-half million rockets of which the field 
reliability, as I said before, proved to be 99.97 percent. The details 
of these figures are classified and submitted under separate cover. 
At that time, Aerojet-General Corp. had produced not only the most 
eficient aircraft Jato and the highly efficient Sparrow sustainer rocket, 
but also powerplants for the DM-—14 missile and boosters for the 
Regulus I and Regulus II. 

The formal proposal submitted to the Bureau of Ordnance for 
development of a solid propellant propulsion system for the Jupiter 
(S) ballistic missile was based upon the initial development work 

one with the propellant atcleme’ for the Regulus II booster. The 
chronology leading to this development is sumarized below: 

1946 to date: Development of nitropolyurethane monomers, proc- 
esses, and propellants at Aerojet-General Corp. (Co-operative BuAer- 
ONR eontract NTONR 462 Task Order 1). 

1949 to date: Development of polyurethane rubbers at Central Re- 
search Laboratory, the Senna Tire & Rubber Co. 

August 1949: First application of principle of polyurethane formu- 
lation to composite propellants at Aerojet-General Corp. (BuAer 
contract NOa(s)—9382). 

June 1952: Initiation of polyurethane propellant development at 
Jet Propulsion Laboratory. 

November 1954: Application of JPL polyurethane results on 
moderate-performance propellants to the formulation of high-per- 
— propellants at Aerojet—General, which was company spon- 
sored. 
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February 1955 to July 1955: Development of ammonium per- 
chlorate-polyurethane propellants with theoretical specific impulse 
of 232 lbf-sec/Ibm (at 100 psia) and a density of 0.0625 lb/cn in, 

May 1955: First casting and firing of a polyurethane propellant 
2KS-36,250 motor at Sacramento Solid Rocket Plant, Aerojet-Gen- 
eral Corp. 

August 1955: First ground launching of missile with 2KS-36,250 
motor at Holloman AFB. 

1955 to 1956: Development work conducted on the following case- 
bonded units; all had high-impulse propellant based on the polyure- 
thane binder system : 

1. 4KS—115,000, Regulus IT booster. 

2. 1.5K S-12,000, Bullpup powerplant. 
3. 3KS-33,000, Regulus I booster. 

4. 2KS-36,250, DM-14 powerplant. 

5. 1,8KS-7800, Sparrow sustainer. 

June 1956: Formal proposal submitted to BuOrd for development, 
on an accelerated basis, of a solid-propellant propulsion system for 
the Jupiter (S) ballistic missile. Initial development work done with 
ANP-514DD propellant developed for the 4KS-115,000 booster. 

The booster rocket for Regulus IT contained 2,200 pounds of a case- 
bonded composite propellant with the highest specific impulse of any 
comparable rocket fired up to that time. 

Mr. Anderson’s disparaging reference to Aerojet’s outstanding back- 
ground compares aircraft JATO’s and the Sparrow sustainer system, 
1.8KS-—7800 rocket, to Fourth of July rockets. 

The implication that the production of these two units represented 
the limit of Aerojet’s experience is refuted by the fact that Aerojet 
has successfully fired units containing over a ton of propellant—the 
4KS-115,000—in October of 1955. 

The comparison of the two smaller units to firecrackers, however, 
indicates a complete lack of appreciation of their actual size and the 
exactitude that must be followed in the production of this type of unit. 
Aircraft JATO’s and boosters and sustainers, of which the Sparrow 
is representative, impose the most exacting demands from the stand- 
point of quality control and manufacturing precision in order to 
maintain a high degree of performance reproducibility, reliability, and 
safety under actual operation conditions. 

It must be remembered that aircraft rockets are not fired from bar- 
ricaded blockhouses; on the contrary, they are fired from manned air- 
craft where a malfunction could mean disaster and loss of life. Aero- 
jet is proud of its safety record in units delivered to the Armed Forces, 

It is a matter of record that the Navy has stated its position in the 
selection of Aerojet before this same committee, on July 10, 1958— 
please refer to pages 546, 547 and 549, “Utilization of Naval Powder 
Factory” report and hearing. During the opening statement of Rear 
Admiral Paul D. Stroop, Chief of the Bureau of Ordnance, he stated 
in part: 

With the advent of rubbery propellants it became possible to cast the propel- 
lant directly into the rocket motor and bond the propellant directly to the rocket 
case. This technique permitted the design of higher performance rocket pro- 


pulsion systems, because a higher loading density of propellant could be achieved. 
The rubbery nature of the propellant permits it to expand and contract without 


cracking or separating from the case * * *. 
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When the decision was made to utilize solid propellants in Polaris, it was 
determined that the propulsion systems should use propellants that could be 
ease bonded. This approach was necessary in order to get the maximum energy 
in the smallest package. At that time only composite propellants of the Thiokol 
or Aerojet types were available. The decision was made by the Navy to go to 
Aerojet for these rocket motors. 

Aerojet had extensive navy-owned facilities at Sacramento which were being 
ysed for limited JATO production and these facilities were available for work 
on Polaris with suitable modifications. It should be noted too that Aerojet was 
at that time an experienced rocket propulsion system developer, with experienced 
manpower, not only in the area of propellant, but also in the areas of inert 
components and overall rocket design. 

Mr. Anderson testified that the Navy went to another company at 
the beginning of the Polaris program for certain rockets because 
Aerojet could not supply them. The actual facts are, that in the 
interest of accelerating certain missile system component testing, the 
Navy, Lockheed, and Aerojet decided that Lockheed should use rocket 
motors which were available rather than motors which would have to 
be developed. Considering the sizes required, three test vehicles were 
decided upon to be used in this program : 

(1) The Sergeant with slight modification ; 
(2) The Recruit with no modification, and 
(3) The Aerojet 10OKS-2,500 with slight modification. 

A total of 14 Sergeant-size, 16 Recruit-size, and 9 10KS—2,500 size 
vehicles were used. The Sergeant vehicles were mainly employed to 
study flight control and guidance problems, the Recruit for reentry 
studies, and the 1OKS-2,500 for thrust termination at low altitude. 
It is significant to note that when the decision was made to use these 
test vehicles, Aeorjet was already fully engaged in the development 
of the precursors of the Polaris powerplants and was testing large- 
scale units. Specifically, Aerojet had tested in the fall of 1956, not 
only the 115,000-pound-thrust Regulus II booster, but also had tested 
18 motors each containing 7,300 pounds of propellant having specific 
impulses up to 230, the highest impulse ever achieved in rockets of 
comparable sizes. 

Mr. Anderson stated mistakenly that “Aerojet was still struggling 
to develop its first solid propellent engine,” at the time the Navy 
bought the test rockets from another company at the beginning of 
the Polaris program. 

In addition to the rockets just described, Aerojet had delivered as 
of the end of 1956, a total of 485,000 solid rocket motors of 35 types 
and, as remarked previously, the field reliability on these motors was 
9.97 percent. Classified lists of the deliveries made by Aerojet 
through 1956 are also submitted under separate cover. 

Mr. Anderson testified that his “investigation” of the tests of Cape 
Canaveral revealed that “the Polaris tests had been plagued with 
engine failures” and that the “Polaris has dropped farther behind 
schedule than any other priority missile.” The facts, as we know 
them, prior to this week, are that there have been 13 flight tests of the 
Polaris AX series, and of the 26 motors involved in this two-stage 
missile, only one failure in one motor has occurred, that is attributed 
tothe solid propellent system. 

I might say within the last 3 days other tests have been made which 
I mentioned. 
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In three flight tests, and possibly in a fourth one, Aerojet-supplied 
components contributed to failure, but it should be noted that these 
particular components did not exist prior to the Polaris program and 
were being flight tested for the first time. 

Flight environments cannot be completely duplicated on the ground, | 
and this series of Polaris AX flights is being deliberately made to dis. | 
cover any component weaknesses throughout the entire missile system | 
prior to delivery of shipfills of tactical units. 

Aerojet would like to point out that the same type of failure of 
Aerojet components has not occurred twice, indicating that significant 
design information was, in fact developed from each failure, 

Aerojet is properly proud both of the rapid development that has 
been made of the Polaris propulsion system, involving major techno- 
logical advances and breakthroughs, and of the fact that the flight 
tests have proven that these new systems will operate satisfactorily in 
flight with the largest solid propellant motors yet flown. 

With reference to Mr. Anderson’s testimony that “we won't be able 
to launch underwater missiles until late 1960,” Aerojet would like to 
state that, as far as it knows, and even under the accelerated program, 
it was never the intention of the Navy to employ the Polaris opera- | 
tionally prior to late 1960. Aerojet understands that the original date | 
established for the operational capability of the Polaris was 1962. 

There is also the implication that the Polaris program was ae- 
celerated because of slippages that had occurred in the program; it is 
Aerojet’s clear understanding that the program was accelerated in the 
fall of 1957 as a result of the reassessment of the international situation 
by the Department of Defense as an outgrowth of the sputnik 
launchings. 

And I might say, as a result of improved propellant that they did | 
not think they would have at that time. | 
Now, as to Mr. Anderson’s implication of wrongdoing on the part of 
Admiral Bolster and the allegation that I took him with me when I 
left the Office of the Secretary of the Navy, these two things are 

ridiculous in the face of the facts of the matter. 

I left the Navy a full year before Admiral Bolster joined the staff 
of the General Tire & Rubber Co. as coordinator of research and de- | 
velopment. After Admiral Bolster came to General Tire he became | 

a member of the technical advisory board of Aerojet, of which Dr. von 
Karman is chairman. 

Mr. Anderson’s implication that while Admiral Bolster was still on 
active duty at the time I was Secretary of the Navy, he “used his 
influence in Aerojet’s behalf” is just nonsense and a lie and the only 
authority he can cite is the “reliable sources” which he refuses to | 
identify. Admiral Bolster made his decision to retire due to the law | 
requiring aeronautical engineering duty officers to be selected for re- 
tention each year, after 35 years’ commissioned service, because this 
offered no assurance for his retention even though he might wish to 
continue serving the Navy. 

Early in the fall of 1953, without any effort on his part, Admiral 
Bolster was offered a fine job with American Cyanamid Corp. in New 
York City. He seriously considered this opportunity: however, later 
that year, General Tire learned of the admiral’s plans to retire and 
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offered him the position in charge of an expanded research and de- 
velopment activity which the company had underway. 

This was a job Admiral Bolster felt capable of handling and since 
both his family and his wife’s family reside in Ohio, near Akron, he 
accepted this opportunity. 

The work Admiral Bolster performed, mentioned in his second 
Legion of Merit citation, was a theoretical study, conducted in the 
manner of an operational analysis, attempting to define design para- 
meters for Fleet-air defense missiles and particularly applied to the 
air-to-air guided missile program. There was apparently no im- 
plication within this survey of any contractor’s product, and cer- 
tainly Aerojet was not involved in the study in any manner. 

It is a matter of record that the Navy had no official interest in a 
ballistic missile program during the period of Admiral Bolster’s active 
duty. He did support the Navy’s upper atmosphere research pro- 
sram, the Viking, which as you know was performed by the Naval 
Research Laboratory, the Martin Co. and Reaction Motors, Inc., thus, 
Admiral Bolster had nothing to do directly or indirectly with the 
planning of current missile programs now being performed at 
Aerojet. 

The same goes for the statement that “another admiral whom Kim- 
ball brought into Aerojet from Naval Research is Rear Adm. Robert 
Hatcher.” As a matter of fact, Admiral Hatcher did not come to 
Aerojet until the middle of 1957, more than 2 years after his retire- 
ment and more than 4 years after I had left the Navy Department. 

In the meantime he had been director of the Guggenheim School of 
Aeronautics at New York University, one of the Nation’s leading 
institutions in this field. He decided to enter the industrial field and 
he wrote to us for a job—not we to him. I do not think that any 
industry engaged in voluntarily enlisting the best minds to produce 
the best missiles for the best kind of defense we can give the United 
States should be criticized for hiring an outstanding scientist because 
this individual happens to have had previous naval service. 

Now, with respect to Major General Vanaman. Mr. Anderson 
called him another key procurement officer who went to work for one 
of the companies with which his office was dealing. This statement is 
absolutely false, as General Vanaman himself told Mr. Anderson 
that he had no direct dealings with General Tire or Aerojet-General 
atany time while on active duty with the Air Force. 

General Vanaman came to Aerojet following his retirement as 
commanding general of the air materiel area at Sacramento largely 
because he had formed so many pleasant personal associations during 
his years in Sacramento, had become extremely active in civic affairs, 
including the chanmber of commerce, and peferred Sacramento as a 
place in which to retire. His retirement was mandatory under the 
lawand was not influenced by any desire to enter industry. 

Asa matter of fact, he entered private employment very gradually. 
Beginning in June 1954, he worked 1 week per month at Aerojet, 
as a consultant on local matters, and 1 week per month at the Sacra- 


| mento Chamber of Commerce. 





Up to several months ago, when I asked him to help reorganize our 
Washington office, General Vanaman’s principal duties for Aerojet 
were in the community relations field in Sacramento. He is most 
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helpful to us in dealing with civic leaders and associations. The im- | 
plication Mr. Anderson left with the committee that General Vana- Lin 
man evaded his question as to whether he now handles Government = 


contracts is as misleading as his other innuendoes. General Vanaman = 
never has and does not now have anything to do with contracts, and a 


his heroic career in the Air Force and as a prisoner during the war | ,; 
were not those of a man who sidesteps any situation because it is hist« 
merely unpleasant. | 
I might say, aside from that, that our company has never had before, Wl 
and has never had since, any contracts, of any kind, with the air bi 
materiel area in Sacramento. | 
I think the members of this committee can understand the natural 
reluctance of persons in responsible positions to leaving themselves | Na 
open to the innuendoes which Pearson and Anderson fabricate very Devel 
often when they have incomplete information on which to base their | a 
allegations. | Emer 
We at Aerojet and I personally have always been ready to talk | Bir 
freely, discuss any situation, and to provide all the facts within our | ow 
knowledge and within the bounds of security, to any responsible Citi 
representatives of the press or magazines, radio, and television. We Mar 
recognize them as an important factor in our democratic way of life, ) | Bdu 
[t was not my intention to reopen the matter of a dinner planned for | a, 
General Schriever several weeks ago, but Mr. Anderson in his testi- | Assi 


mony implied that other military persons and especially some gen- | _ Priv 
eral other than General Schriever had been invited and I may have | Dire 
deceived this committee by not having another general on the list of — 


invitees which the committee obtained. This is a very serious charge jin Ge 
even if again made only by innuendo. Advi 
I am aware that the answer Mr. Anderson gave you to the question — Califor 


was that he didn’t know whether I was deceiving you or whether the — 
general intended to crash the party, but it is pretty plain to me that he | Cons 


intended to put over before this committee and presumably to the | Desi, 
public as a that I had somehow falsified a list provided to this | _ Dire 
committee. When you questioned him closely on this matter the = 
only answer was the usual one that he had only the word of sources he | gayi 
considered reliable, but which he couldn’t reveal. 1923-27 

I think the nub of the entire Pearson-Anderson testimony is summed | Cons 


up in the exchange which took place between the chairman and Mr. | , 
Anderson as the testimony concluded : Cons: 
Mr. Hébert said to Mr. Anderson : | Cons 
But you do not have any knowledge of it of your own except from these Pe sg 
unidentified sources? Const 
Mr. ANpeRSON. That is correct. | Foun 


This takes care of the major items I want to handle personally. The Aerojet 
outstanding false impression left with this committee by Messrs. Pear- — 
son and Anderson concerns Aerojet’s technical ability and historical | tem: th 
facts. Iam going to let a real expert, Dr. von Karman, tell you about | develop, 
these in his own words, and let you judge for yourself whether we were | ,Memt 

: a eT: " A AOE eh “Premio aately aia heal the Mac 
pioneers in solid rocket work or just a firecracker factory with a long | “¢,) 3 
fuse intothe Pentagon. [Laughter. | | Field, T 

Lam also going to leave with this committee a complete biography of | Cons 


Dr. von Karman so that you may study his background further (“Ex | — to 
hibit No.1”). — 


44 
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Dr. von Karman is chairman of our technical advisory board. I 
think you will best be able to judge after hearing Dr. von Karman 
whether we have the experience and the capabilities in the rocket field 
which made us the logical candidate for the Polaris job. 

So that your committee may have ready reference to our company 
history and background, I will also submit a brief résumé of our 
organization. 

r. Chairman, that is all I have to say. Dr. von Karman and I 
would be glad to answer any questions. 

_ biographical sketch of Dr. Theodore von Karman is as 
follows :) 

Name: Theodore von Karman. 

Present positions: Chairman, Advisory Group for Aeronautical Research and 


Development (AGARD) of the NATO, 1951 to date. Chairman, Scientific Ad- 
visory Board to the Chief of Staff U.S. Air Force, 1944-55 (now Chairman 


' Emeritus). 
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Birthplace and Parentage: Born, May 11, 1881, Budapest, Hungary. 

Father: Prof. Maurice de Karman. 

Mother: Helene (Konn) de Karman. 

Citizenship: Naturalized citizen of the U.S.A. 1936. 

Marital status: Unmarried. 

Education: M. E. Royal Technical University, Budapest, Hungary, 1902; Ph. D. 
University of Goettingen, Germany, 1908. 

Career: Research engineer, Ganz & Co., Germany, 1903-06. 

Assistant professor Royal Technical University, Budapest, 1903-06. 

Private Docent, University of Goettingen, 1909-12. 

Director, Aeronautical Institute, University of Aachen, Germany, 1912-29. 

Officer in Austro-Hungarian Air Corps, 1914-19. 

Consultant, Junkers Airplane Works, Germany, 1924-28; Luftschiffbau Zeppe- 
lin, Germany, 1924-28. 

Advisor and consultant on design of Guggenheim Aeronautical Laboratories, 
California Institute of Technology and of the 10 foot wind tunnel of the labora- 
tories, 1926-27. 

Research associate, California Institute of Technology, 1928-30. 

Consultant, Kawanishi Airplane Co., Japan, 1927-29. 

Designed Kobe wind tunnel, Japan, 1927. 

Director, Guggenheim Aeronautical Laboratories, California Institute of 
Technology, 1930—49. 

Director, Guggenheim Airship Institute, Akron, Ohio, 1980-35. 

Advisor in aeronautics to the National Tsing Hua University, Peiping, China, 
1923-27. 

Consultant, Army Air Corps and U.S. Air Force, 1939 to date. 

Director, Jet Propulsion Laboratory, California Institute of Technology, 1942- 


| 45, 


Consultant, Department of Ordnance, U.S. Army, 1938-52. 

Consultant, General Electric Co., 1940 to date. 

Consultant on board to investigate collapse of Tacoma Narrows Bridge (Wash- 
ington State), 1942. 

Consultant, Northrop Aircraft Co., California, 1941-49. 

Founder and consultant, Aerojet Engineering Corp. of Azusa, Calif. (now 
Aerojet-General Corp.), 1942 to date. 

Consultant on high-speed wind tunnel, Boeing Aircraft Co., Seattle, Wash. 

Consultant in development of pumping equipment for Los Angeles Water Sys- 
tem; the Grand Coulee Dam project; and the Smith-Putnam wind turbine for 
development of electricity. 

Member of the special committee appointed by the U.S. Navy to investigate 
the Macon and Akron dirigible disasters. 

Constuitant to the Army Air Corps on design of the 20-foot wind tunnel, Wright 


| Field, Dayton, Ohio. 


Consiultant, Convair Division of General Dynamics Corp., San Diego, Calif., 
1955 to date. 


Member, board of directors, Gruen Precision Laboratories, Inc., Cincinnati, 


Ohio, 


44112—59-—_65 
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Honorary degrees: Doctor of engineering, Technische Hochschule, Berlin, | Tim 


Doctor of engineering, Der Technischen Hochschule, Aachen, 1934. a 
Doctor of engineering, University of Liege, Belgium, 1940 and 1947. Uni 
Doctor of engineering, Princeton University, 1947. dia 

Doctor of engineering, Columbia University, 1948. aor 
Doctor of engineering, Yale University, 1951. | ie 
Doctor of engineering, Hebrew Institute of Technology, Haifa, 1952. Line 
Doctor of engineering, Technische Hochschule, Aachen, Germany, 1953. Wilt 
Doctor of engineering, University of Berlin, Charlottenburg, Germany, 1953, Josi: 


Doctor of engineering, Die Gidgenoffifche Technische Hochschule, Zurich, Tent 


Switzerland, 1955. Robe 
Doctor of engineering, University of Paris, 1957. Fulb 
Doctor of science, University of Brussels, Belgium, 1937. Vict 
Doctor of science, University d’Aix Marseille, France, 1949. Mem 
Doctor of science, University of Lille, France, 1953. Insti 


Doctor of science, University of Istanbul, Turkey, 1953. | Roya 
Doctor of science, University of Istanbul, Turkey, Honoris Causa Technical, Ame! 


1955. Ame! 
Doctor of science, Northwestern University, Evanston, Illinois, 1956. ) Amnon 
Doctor of science, University of Southern California, 1958. Ame! 
Doctor of applied sciences, Technische University, Berlin, Germany, 1953. Assoc 
Doctor Honoris Causa AAN UW Universiteit, Technische Hogeschool, Delft, Socie 

Netherlands, 1956. erani 
Doctor of law, University of California, 1943. Socie 
Doctor of law, Wayne State University, Detroit, Mich., 1959. Amer 
Honorary degree, Illinois Institute of Technology, Chicago, I11., 1959. Amer 
Honorary professor of Columbia University, 1948. Acade 
Professor emeritus, California Institute of Technology, 1949. Assoc 
Army Air Force commendation for meritorious civilian service, 1945. | member 
Medal For Merit (USA), 1946. Royal 
Officier de La Legion d’Honneur, France, 1947. Acade 
Commander de La Legion d’Honneur, France, 1956. Acade 
Medal of Freedom (USA), 1956. Acade 
Gold Medal for Exceptional Civilian Service (USAF), 1955. | Gamn 
Grand Officer in the Order of Orange, Nassau (Netherlands) , 1956. | Tau B 
Grosskrevz des Verdienstordens der Deutschen Bundesrepublic, 1956. Ameri 
Grand Officer of the Order “al Merito della Republica” of the Italian Gove ; Asgocj 

ernment, 1953. | Air Fc 
The Grand Cross of Merit for Aeronautics (Madrid, Spain), June 1956. Acade 
Awarded the Federal Grand Cross with Star, West Germany, 1955 (West | Ameri 

Germany’s highest decoration). Natior 
Awards: University of Liege Gold Medal, 1937. Societ: 
Gold Medal ASME, 1941. Men’s 
Sylvannus Reed Award, IAS, 1948. The At 
John Fritz Medal, ASCE, ASME, AIMEE, AIEE, 1948, Ameri 
Franklin Medal, 1948. | Honor: 
Lord Kelvin Award, England, 1950. Profes. 
Air Power Award, Air Force Association. USA, 1950. Publics 
Louis Greguet Award (La Societte Anonyme Des Ateliers D’Aviation), 1955. | volumes, 
Gold Medal, Royal Aeronautical Society, England, 1952. “Mathe 
Lord and Taylor Award, New York, 1953. French, § 
Transenster Medal and Diploma, Association des Ingenieur of Liege, 1954. “Aerod 
Astronautics Award, American Rocket Society, 1954. Cornell F 
Wright Brothers Memorial Trophy, 1954. “Collec 
Pontificial Academy of Sciences, 1954. Butterwo 
U.S.A.F. Exceptional Service Award, 1955. Home / 
Daniel Guggenheim Medal, 1955. 

Gold Medal—Vincent Bendix Award, 1957. 
Creative Achievement in the Conquest of Space, Los Angeles Chamber of Com- 

merce, 1958. 
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Timoshenko Medal, For Distinguished Contributions to Applied Mechanics, 


1958. 


lecturer: Guggenheim Fund for the Promotion of Aeronautics, USA, 1926. 
Universities in Tokyo and Fukuoko, Japan, Nanking, China, and Calcutta, 


India, 1927-29. 


Fifth Volta Congress, Italy, 1935. 

Rouse Ball lecturer, Cambridge University, England, 1937. 

American-Belgium Educational Foundation, 1937. 

Wilbur Wright lecturer, Royal Aeronautical Society, 1937. 

Josiah Willard Gibbs lecturer, AMS and AAS, 1939. 

Tenth Wright Brothers lecturer, ASMB, 1950. 

Robert Henry Thurston lecturer, ASMB, 1950. 

Fulbright Act (USA) Sorbonne, Paris, France, 1951-52. 

Victor Emanuel visiting professorship at Cornell University, 1959. 

Memberships : American Rocket Society, fellow No. 1. 

Institute of Aeronautical Sciences, honorary fellow. 

Royal Aeronautical Society, England, honorary fellow. 

American Physical Society, fellow. 

American Academy of Arts and Sciences, fellow. 

American Association for the Advancement of Science 1958, fellow. 

American Society of Civil Engineers, honorary member. 

Associazione Italiense des Ingenieurs de L’Automobile, honorary member. 

Societe des Ingenieure Civils de Liege, honorary member. 

Franklin Institute, honorary member. 

Society of Civil Engineers, France, honorary member. 

American Philosophical Society, member. 

American Ordnance Association, member. 

Academy of Sciences, Paris, France, member. 
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Publications: “General Aerodynamic Theory” (with J. M. Burgers) two 
volumes, 1924. 

“Mathematical Methods in Engineering” with M. A. Biot, 1940, translated into 
French, Spanish, Portuguese, Italian, Turkish, and Japanese. 
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BACKGROUND INFORMATION ON AEROJET-GENERAL Corp. 


_ The origins of Aerojet-General Corp. go back to 1937 when the scientific 
inquiry of Dr. Theodore von Karman led him to investigate the possibilities of 
rocket propulsion. At that time, Dr. von Karman, director of the Guggenheim 
Aeronautical Laboratory, California Institute of Technology (GALCIT), to- 
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gether with a few of his graduate students, initiated a rocket research Project In 
in the upper Arroyo Seco area of Pasadena, utilizing private funds for the 
purpose, With the imminence of World War II, the Army Air Corps became It. 
interested in Dr. von Karman’s rocket program to the extent of supplying g migh 
modest sum of money to supplement the laboratory and small-scale develop. who 
ment work then being carried on. this v 
When World War II became a reality and the need for matching the tech. mary 
nical advances of the Axis nations became of critical importance, Dr, yop latior 
Karman and his staff of four engineers were requested by Gen. H. H. Arnold, | orfor 
Chief of the Army Air Forces, to consider the possibility of establishing | I< 
commercial operation to speed up the laboratory work which was being a. 
complished by the GALCIT project. Several attempts were made by Dr, yop If y‘ 
Karman and his group to interest established engineering and manufacturing toas 
organizations in exploiting GALCIT’s laboratory accomplishments but these | 
endeavors were unsuccessful because of the meager existing knowledge of the 
possibilities of rocket propulsion, the almost total lack of fundamental researeh, | ae, 
and the doubts in the minds of almost all technical people at that time as tothe | (uit 
practicability of rockets and rocket propulsion. a . 
For these reasons, it was decided to incorporate independently, and there | — 
fore Aerojet Enginering Corp. was incorporated in March 1942. In 
Aerojet Engineering Corp. immediately expanded the initial work of the inves’ 
GALCIT group and the further development and refinement of both solid and 
liquid rocket motors and propellants got under full swing. A solid propellant papel 
pilot plant was constructed in 1948 at Azusa, Calif., the present corporate head- whicl 
quarters of the company. Initially intended as a pilot plant, this facility was pursu 
expanded by several increments into a solid propellant mixing and loading Ij 
production facility for the famous jato (jet-assisted takeoff) rocket which saw 
considerable use by the Navy in various theaters of World War II. ) men 
However, the supplying of jato to the Navy in production quantities required “2 
r 
Mr, 








considerable additional financing. Again help from various industrial firms was 
sought but only one responded, the General Tire & Rubber Co. In order to 
protect the Governments’s investment in jato production, all production con- had b 
tracts were issued to General Tire, with the latter assuming financial respon ? 
sibility for contract performance. General Tire acquired the majority of stock | OF an 
of the company in 1945. influe 
The end of the war saw production cut back almost to the vanishing point! the D 
and personnel reduced from 1,600 to 350. Despite the financial risks involved invite 
and the apparent dim future for rocket requirements, the decision was made 
to continue company operations. The decision turned out to be a fortunate Mr. 
one, in view of the fact that the technical and scientific staff that had been Mr. 
brought together and developed since 1937 under the guiding hand of Dr. yo Mr. 
Karman was to come to full fruition in the years ahead. "speak 
Developments thenceforth are a matter of record. Aerojet has become the | ra 
largest organization in the United States devoted exclusively to the development | “6 ea 
of solid and liquid rockets, rocket propellants, and missiles. Among the missiles cent y 
to which Aerojet has contributed are Titan, Polaris, Genie, Bomarc, Hawk, Nike, prope! 
Terrier, Rascal, Regulus, Sparrow, Tartar, Bullpup, and Aerobee. Mr 
Aerojet has manufactured and delivered a total of 547,314 solid and liquid nl 5 
propellant rocket engines. To our knowledge this is a larger quantity of rocket pellan 
engines than has been delivered by any other agency in the United States. _ The 
The company’s facilities, representing an investment of $45 million, include} make ; 
a 120-acre site at Azusa, Calif., housing extensive rocket development am base. 
testing facilities, one of the largest underwater rocket test facilities im th M 
United States, and the company’s Avionics Division which is considered pre r, 
eminent in the field of infrared detection and tracking; the most comprehensive Mr. 
solid and liquid rocket plants in the United States on an 18,000-acre site nett! lant, w 
Sacramento, Calif.; a nuclear reactor manufacturing facility at San Ramon, Mr 
Calif.; a 345-acre explosive ordnance test facility at Chino, Calif.; and ou h m 
Atlantic Division at Frederick, Md. In addition we have our Downey plant at] 7@e, y 





Downey, Calif. occupying 46 acres and its associated loading plant at Riverside the sul 
Calif. occupying 20 acres, Total present employment at all plants of Aerojet Mr. 
General is 24,200. Mr. ( 


Mr. Hésert. Mr. Kimball, I just want to make one observation) Mr. | 
before the members ask questions, in order to keep the record straight} | Mr. 
propel] 
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In your statement, in your first page, you say this: 


It seems to me this committee; in considering newspaper people as witnesses, 
might also invite representative top-level writers in the defense and missile field 
who devote full time to the complex relationships of Government and industry in 
this vital area. I think such a man also might have worthwhile ideas on the pri- 
mary objective of this committee, to discover and correct by appropriate legis- 
lation any loop-holes or so-called influence by ex-officers of the armed services 
or former Federal officeholders. 

I direct your attention to the hearings of August 18, at page 2053. 
If you had read my opening statement completely, you only referred 
toa section of it, you would have found this. At which time I said— 

And on behalf of the committee, if any other article by any other newspaper- 
man, or any radio commentator or any television commentator, or any author, 
comes to the attention of this committee, that individual, like yourself, will be 
invited to appear before this committee to give us the benefit of their knowledge 
under oath and to put it in the record. 

I may add to that, that this committee, since the opening of the 
investigation, has received numerous bits of information from news- 
papermen, who have come to the committee with the information 
which they had, and the committee in each instance has diligently 
pursued its search for the facts. 

I just wanted that to show in the record, that these two newspaper- 
men were not brought here individually because of their own 
experience. 

r. Ktmpau. I should have read 

Mr. H&éperr. But—because more of the widespread charges which 
had been made by them. And I assure you that if any newspaperman 
or any radio commentator or any author writes an article charging 
influence on the part of retired military people or ex-officeholders in 
the Defense Department, that they will have the same forum and be 
invited here to give the proof. I just wanted the record to show that. 

Mr. Krmpaty. Thank you, sir. 

Mr. Hépert. Mr. Courtney. 

Mr. Courtney. One question for clarification, Mr. Kimball. You 
speak in the course of your statement of a solid fuel propellant and of 

eearly developments of 1946. Subsequent to 1946, and within re- 
cent years, has there not been a development known as the double base 
propellant ? 

Mr. Krmpatt. No. The double base propellant is the type of pro- 
pellant we used for many years prior to 1942. 

The contribution that Aerojet made in the composite field was to 
make a solid propellant that was superior, as we believe, to the double 
base. Double base had been made for very many years. 

Mr. Courtney. Well, my question 

Mr. Kimpati. But the composite propellant was the new propel- 
lant, which we originated, through Cal Tech, in 1948. 

Mr. Courtney. Then when you speak of the composite propellant 
here, you are talking about what has previously been identified before 
thesubcommittee as a double base propellant? 

Mr, Kimpaty. No, sir. That is a completely different propellant. 

Mr. Courtney. A wholly different propellant. 

Mr. Kimpaun. Yes. 

Mr. Courrney. You are speaking now of a particular capacity 
propellant ? 
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Mr. Kimsaui. Composite propellant, which 
Mr. Courtnsy. Which was developed for these specific purposes— 
Mr. Kiwpatt. And—— 

Mr. Courtney (continuing). And this you identify as having beep 
something that was developed, this composite propellant, as distin. 
guished from the double base propellant ? 

Mr. Kimpatu. That is right, sir. 

Mr. Courtney. Which was developed by Aerojet, as you have 
indicated. 

Mr. Kuwparu. It was developed originally by California Institute 
of Technology. | 

Mr. Courtney. Well 

Mr. Krmpatxt. And subsequently by Aerojet. 

Mr. Courtney. It was developed through the processes that you 
have indicated here? 

(Mr. Kimball nods. ) 

Mr. Courtney. From 1942, on? 

Mr. Krueatt. That is right. 

Mr. Courtney. It evolved through that process. 

Mr. Kimpatt. Yes. I would like to have Dr. von Karman speak on 
that point, because he was the one concerned with it. 

Mr. Courtney. Well, now—a further question, so it will be identi- 
fied. Was the case-bonded propellant a development of recent origin! 

Mr. Kimpaty. Yes, sir. The first propellant that we made that 
actually was case bonded at Aerojet, that was the old jato unit, was an 
asphalt base. Later, we made one that had the grain separate. It 
was not case bonded. But in 1946 and 1947, we developed case-bonded 
propellant. You can’t get the present ballistic missiles, you couldn't 
make them satisfactory, unless you have a case-bonded propellant. 

Mr. Courrney. But then this development of the case bond, of 
composite—— 

Mr. Kimpaty. Composite propellant. 

Mr. Courtney (continuing). Composite propellant was an evolu- 
tion—Doctor, you will straighten us out. When did that start? 

Dr. von Karman. When ? 

Mr. Courtney. When did it start, and by whom was it developed! 

Dr. von Karman. The case-bonded propellants—I want to make 
here a little of the history. But itstarted in 1940, 

Mr. Courtney. In 1940? 

Dr. von Karman. 1940. 

Mr. Courtney. We are just trying to identify, Doctor, here—you 





can straighten us out, I think, here quite handily. We are trying to* j 
ant 


identify the actions, or the activities of Aerojet with this propel 
in its present form—its evolution, if you please. 

Dr. von Karman. Yes. 

Mr. Courtney. Both as to its composition and as to the method of 
containing it. 

Dr. von Karman. I will explain later a little more detail about 
that. Gentlemen, the case-bonded propellant, for the composite pro- 
pellant, really is easier. So the first composite propellant is the 
GALCIT project, and the original Aerojet Engineering Corp., as it 
was called, before General Tire came and made case-bonded com- 
posite propellants. But for the jato application, the Government 











een 
tin- 


lave 


tute 


you 


k on 


nti- 
yin? 
that 
$ an 
lt 
ided 
\dn’t 


} of 
rolu- 


} 
nake 


-you 


fant 


od of 


ibout 
pro- 
s the 

as it 


ment 


RETIRED PERSONNEL IN DEFENSE INDUSTRY 1027 


thought, and we thought, too, that a package, which is like a cartridge, 
js better. Because in this case the jato cylinder can be refilled again 
and again. It is a difference between the missiles, where mostly the 
case is lost. 

Mr. Courtney. Well, Doctor, specifically 

Dr. von Karman. So you get better performance from the case- 
bonded propellants than the cartridge propellant. And then we need 
for the missiles, the case-bonded propellant. 

Mr. Courtney. What we are trying to do, Doctor—you can help 
us out on it, I am sure. The suggestion is, in Mr. Kimball’s state- 
ment, responding to the statement of Mr, Anderson, that some other 
company than Aerojet had been responsible for and had pioneered 
the development which we are talking about here today; that is, the 
solid composite propellant and the method of containing it. One is 
different from the other, of course. 

Mr. Krapatt. What I think I pointed out in my testimony was, 
according to our records, we had manufactured 11 million or 
of propellant, of the composite propellant, before rad se | else was 
in the field, any other commercial company was in the field. 

Mr. Courtney. That is right. That goes back, then, uninterrupt- 
edly, to 19-—— 

Mr. Kimpatu. We started in 1943, 

Mr. Courtney. 1943. 

Mr. Kiwpaty. Cal Tech started in 1942. 

Dr. von Karman. No, 1942. Aerojet was incorporated in 1942. 

Mr. Courtney. In 1942? 

Dr. von Karman. Yes. 

Mr. Courtney. Then it is your position that you had pioneered 
this development and were the original producers, up to the 11 mil- 
lion, or 60 million pounds, as I guess it is, to the present time, of this 
type of solid propellant. 

fr. Kimparty. That is right. 

Mr. Courtney. Now with respect to the cartridge, if you want to 
call it that, the case bonding—this is something different from the 
fuel itself, isn’t it ? 

Mr. Kimpatt. No. How you put it together—you, maybe, make 
otra propellant, but you put it inside as a cartridge, or you 

nd it. 

For instance, in this water pitcher, you could put a cartridge in 
here, that you could pull out, or the other way would be to pour the 
propellant in here and have it bond right to the metal. And which 
is the more efficient way, that we do now. For certain applications, 
when the weight wasn’t significant, you could put a cartrid; e in and 
it would be all right. But where you get to missile applications, 
you need to case bond it, on account of the difference in weight. 

Mr. Courtney. Then, do you say to this committee that that de- 
eo was originated by Aerojet ? 

r. Kiapary. We do. 

Mr. Courtney. And that you possess this art—I guess you would 
eall it that. 

Mr. Krwpary. We are trying to make a science out of it. 

Mr. Courtney. Trying to make a science out of it. From 19— 
Doctor, 1940? 
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Dr. von Karman. 1942. 
Mr. Courtney. 1942, And it is your position, then, that you were 
the pioneers in this type of venture? 





(Mr. Kimball nods. 

Dr. von Karman. Me? 

Mr. Kisrpat. Yes. 

Mr. Courtney. You, Dr. von Karman. 

Dr. von Karman. My position is that in this country the GALCIT 
project, and the Aerojet which developed out of that, and the jet 
propulsion which also developed from the GALCIT project, are the 
leading pioneers. 

Mr. eemnanael In other words, you date your adventure into this 
field back to your Cal Tech organization in 1942? 

Dr. von fey No; even before. 

Mr. Courtney. Even before that? 

Dr. von Karman. But I don’t claim it as my personal—— 

Mr. Courtney. Well—— 

Dr. von Karman. I claim, of the group. 

Mr. Courtney. You claim—— 

Dr. von Karman. Especially, I am not a chemist. So I always 
use the advice of chemists. 

Mr. Courtney. We are just trying to understand your position 
here, as being pioneers or originators or developers, whatever you 
want to call it, against the suggestion that the Thiokol Co. had pre- 
ceded you in the field. 

Mr. Kimpaty. That is right. 

Dr. von Karman. I would like to, in a few words, give the histori- 
cal background a little more detailed. 

Mr. Courtney. Yes. 

Dr. von Karman. Because I think it is interesting, as it came. 
You know the first—I first want to say something about the double 
base propellant, which you were kind enough to mention. 

Mr. Courtney. Yes. 

Dr. von Karman. Now you see—as the Chinese discovered the 
rocket, and they used black powder. And most of the July 4 rockets, 
which Mr. Anderson nish | [laughter], are black powder. 

Now, it was a great breakthrough, when the black powder was sub- 
stituted by the double base. 

The double base is a mixture of nitroglycerin and nitrocellulose. 
And the so-called armament rockets, which were used especially in 
Great Britain and developed in the forties, were all double base. 

The armament rocket was discredited, to some extent, because the 
gun with the spiral, was invented. 

So the armament rocket was not very exact for large distances. 

Now, the double base propellant was continued for many purposes 
as rockets, and other explosives. And, really, the Government 
agencies—the Government arsenals made mostly double base 
propellant. 

But the double base propellant burns fast and is not suitable for a 
rocket which shall burn minutes, even very many minutes. So there 
was a need for what we call composite propellant. 





>————____. 
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Now, composite propellants are different. You can make different 
chemical formulations. 'The common thing is that you must have fuel, 
and then an oxidizer. And mostly you need a resin, or some elastic 
pinder which makes the desirable physical properties. So that, for 
example, it does not crack. ; 

I apologize for my Hungarian accent. It is the only English I 
can talk. 

Now, these composite propellants were discussed in the literature. 
But I believe that is the first time, in this country—and I would say 
in operational quantities—was used by the group we call GALCIT 
group. This came so. 

I was director of the Guggenheim Aeronautical Laboratory. And 
GALCIT is an abbreviation. Guggenheim Aeronautical Laboratory, 
California Institute of Technology—“CIT.” 

And we had a group of graduate students who were very much 
interested in rockets, and they started to play with it. 

Now, I thought that they needed some guidance. At first we got 
private money. And the students studied the possibilities of different 
rocket designs. 

Then I believe it was in 1939 that General Arnold called together the 
aeronautics—the heads of the aeronautics laboratories in the country. 
It was in the National Academy. And General Arnold said, “1, 2, 3, 
4, these are the main problems of the Air Force.” It was not the Air 
Force. It was cailed Army Air Force, as you remember. 

And asked, “Which laboratories would take over this problem ?” 

Now, one problem was the rocket especially, for assisted takeoff 
for heavy bombers. 

Mr. Courtney. That is what was called jato, later ? 

Dr. von Karman. What? 

Mr. Courrney. That was later called jato, wasn’t it—jet-assisted 
takeoff ? 

Mr. Kimpary. Called jato. 

Dr. von Karman. Yes, this was the jato. Jato is an abbreviation 
for jet-assisted takeoff. 

Well, I volunteered, because I had this group of enthusiastic and 
clever graduate students. And then we will do it, no? 

And we got a contract for Cal Tech for $10,000, for the first year. 

And you may be interested that General Arnold’s assistant for 
research and development was a major who is now a retired four- 
star general. And he told me, “Doctor, you really believe that the 
Air Force shall spend so much as $10,000 for rockets?” 

I think he was wrong by a factor of many times $10,000 or a 
million. 

Anyway, this shows you that at the time the rocket was not con- 
sidered as something necessary. 

This GALCIT project had then two further transitions, two further 
organizations. 

First, they transferred it, in 1948, especially because of Army Ord- 
nance—General Barnes also was interested in rockets. It was called 
the Jet Propulsion Laboratory and belonged to Cal Tech. And second, 
my collaborators who worked in the so-called GALCIT project de- 
cided to incorporate a company. Because there was a need in the 
Air Force, and later for the Navy—and the school, the Cal Tech, 
the institute, could not take a production contract. 
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So in 1942 we incorporated the Aerojet Engineering Corp. And 
in 1945, as General Tire, in whose company was Mr. Kimball, bought 
the majority of the shares. This became Aerojet—General. 

I must say that we tried, in this Aerojet Engineering Corp., to 
keep going, in what they called—I would say by the shoestring, no? 
Without much money. We had very little money. 

Mr. Courtney. Well, Doctor. 

Dr. von Karman. And during the war this worked, because the 
Government made 90-percent payment for the contracts, so we could 
pay the payroll—the engineers. 

Mr. Donen. Well, Doctor, just one simple question, and we 
will get on. 

The thing that the committee would like to know on the record 
now, since Mr. Kimball has spoken and Mr. Pearson, is where in 
point of time was the Thiokol development that has been spoken of? 

Dr. von Karman. I am coming in a moment there. 

I would say that the Aerojet had the first composite propellant, 
The first formulation of composite propellant were asphalt, after 





the Aerojet went over to the so-called Aeroplex and the polyurethane, | 


which is now. These are all composite propellants, with different 
elements—different components. 

Now, what we call the Thiokol propellant was developed in the 
Jet Propulsion Laboratory. 

Two young scientists found that polysulphide—— 

Mr. Courtney. When was this, Doctor ? 

Dr. von Karman. 1946. 

Mr. Courtney. 1946. 

Dr. von Karman. Yes. The polysulphide, which was produced by 
the Thiokol Corp. and was used as sealers. It was used for dividers, 
to prevent leakage, and soon. But not for a propellant. And these 
two young fellows in the Jet Propulsion Laboratory found that these 
polysulphides, mixed with some oxidizer, had very desirable qualities 
for composite propellant. 

Mr. Courtney. That was 1946 ? 

Dr. von Karman. 1946. 

Now, I don’t know whether it is true, but in a story which was in 
the Fortune magazine later it is said that when the Thiokol Co. them- 
selves, their executives, became aware that these can be used for 
rockets, and asked their agent, their salesmen on the west coast, who 
told them then the Jet Propulsion Laboratory buys relatively large 
amounts of polysulphide. And they would like to know for what. 
So he investigated. And he was told that this is for a propellant. 

I must say these boys worked under an Ordnance Department con- 
tract. They had an Ordnance Department contract to find new 
composite propellant. 

Mr. Courtney. Then, what you are saying is that the Jet Propulsion 
Laboratory developed the thing that Thiokol now takes or introduces 
as its product, is that it? 

Dr. von Karman. Yes. 

Mr. Krmpauu. I would like to explain just a little more. Cal Tech 
developed it. Aerojet mixed the first Thiokol propellant. And then 
Thiokol made a deal with the Army. So it was 1949, or 1950 before 
they got into production on this. Six or seven 
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Mr. Courtney. The first production came from the Jet Propulsion 
Laboratory, isn’t that right ? 

Mr. Kimpauu. And the next from Aerojet. 

Mr. Courtney. And the next from Aerojet. Then Thiokol came in 
later, is that right ? 

Mr. Kimpart. That is right. 

Mr. Courtney. And their development then follows on, from that 
sequence of events ? 

Mr. Kimpauy. That is correct, sir. 

Dr. von Karman. I wouldn’t say that Thiokol is wrong in that, 
because the Army Ordnance—the Army Ordnance I think has chosen 
them—— 

Mr. Krmparu. Yes. 

Dr. voN Karman. And gave them the money to make the production 
plant in Huntsville. 

It was a question of who will get it. 

Mr. Courtney. That is right. 

Thank you very much, Doctor. That is the only question I have, 
Mr. Chairman. 

Mr. Heéserr. Mr. Gavin? 

Mr. Gavin. No questions. 

Mr. Héverr. Mr. Hardy ? 

Mr. Harpy. Yes. 

Mr. Chairman, I just want to express a pleasant reaction to the 
clearing up by Mr. Kimball of this Hay-Adams House proposition 

Inote, Mr. Kimball, you said that only a room was maintained, and 
ithad never been used for entertainment purposes. 

Mr. Kimpauy. No, sir. It is used for our people who come in here. 

Mr. Harpy. I understand. I just want to be sure that we get this 
clear. Whatever entertainment Aerojet general officials have con- 
ducted in Washington has been done elsewhere ? 

Mr. Kimpatu. Yes. 

Mr. Harpy. Is that right? 

Mr. Kimeaty. That room is too small to do any entertaining. 

Mr. Harpy. What did you say ? 

Mr. Kimpaty. That room is too small to do any entertaining. It 
is just a small room. 

fr. Harpy. I gathered that from your statement. 

So, whatever entertainment has been done has been elsewhere. 

Just as was planned with the joint proposition, with Mr. Pace and 
the Martin Co. That would not have been at the Hay-Adams House. 

Mr. Kimpaty. Right. 

Mr. Harpy. Then your company does not maintain, I take it, any 
quarters elsewhere in Washington, that are used for entertainment 
purposes ? 

Mr. Krupau. No, sir. 

Mr. Harpy. You do not have 
_Mr. Kimpaty. We have no quarters here at all. Some of our people 
livehere. They might 

Mr. Harpy. That would be normal. 

Mr. Krmpauu. Yes. 

Mr. Harpy. But you do not maintain any suite in any other hotel, 
or apartment, that is used for that purpose ? 
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I think we ought to clear that aspect of the record up. 

Mr. Kimpatu. That is correct, absolutely. 

Mr. Harpy. Now, in view of the fact that this was a joint under. 
taking and it was proposed in connection with the General Schriever 
dinner, and in view of the fact that we have had testimony from the 
Martin Co. in connection with their membership in a club in the 
Bahamas which was used for entertainment purposes, did you or any 
of your associates in Aerojet have any tiein with that operation or 
maintain any similar place in the Bahamas? 

Mr. Kimpaux. We do not maintain any place like that; no. 

Mr. Harpy. What I wanted to clear up was that, because I did not 
want to leave any question hanging on that particular point. 

Then, you, or Aerojet-General, do not maintain a membership of 
the type—you are familiar with the testimony, I presume of the 
Martin Co. in connection with its membership there in the Bahamas 
and the entertainment which is carried on down there? 

Mr. Kimpatu. I saw it in the paper. I did not read the testimony, 
I have it, though. I can read it. : 

Yes, I understand what you are talking about. I went down there, 

Mr. Harpy. You were down there ? 

Mr. Krai. Sure. 

Mr. Harpy. Then you are familiar with the situation. 

Mr. Kimpaut. I am familiar with it. [{Laughter. ] 

Mr. Harpy. You were down there, then, as a guest of the Martin Co,! 

Mr. Kripa. Yes. 

Mr. Harpy. And you do not have any arrangement similar to the 
Martin Co. for carrying your guests down there ? 

Mr. Krupa. No. 

Now, if any of those people wanted to come out to my home, I would 
be glad to entertain them or take them out and play golf. 

Mr. Harpy. Well, I am thinking right at the moment of the setup 
at the Bahamas. 

Mr. Kiwpauy. No; we have nothing like that—no, Mr. Hardy. 

Mr. Harpy. That is all, Mr. Chairman. 

Mr. Héserr. In connection with what Mr. Hardy has just asked, 
Mr. Kimball. As we understand the previous testimony of yours, and 
other representatives of contractors, that in this entertainment field 
the expenses are not chargeable against the Government contract ? 

Mr. Krupaty. Right, sir. 

Mr. Héprrr. But it is chargeable as entertainment by the company! 

(Mr. Kimball nods.) 

Mr. Héserr. I mean it is an allowable tax deduction / 

Mr. Kimpatu. It is an allowable tax deduction. It is not chargeable 
against the contract. 

Mr. Hésert. But you do claim it as an allowable tax deduction 

Mr. Kropatt. Yes, sir. ; 

Mr. Hézerr. In your company, for the entertainment of these mili- 
tary, when you do entertain them ? 

Mr. Krueauu. We can give you the exact figures that we spend every 
year for entertainment—I do not happen to have them—of all the 

people in our company. 

Mr. Hésert. We do not want the exact figures at the moment. 
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Except I just want to clear up the record, to make it very positive 
either one way or the other. Itis not charged—the fact is that it is not 
charged against Government contracts ? 

Mr. Kimpauu. That is correct, sir. 

Mr. Hésert. But it is chargeable as an allowable taxable deduction 
from the activities of your company ? 

Mr. Krupa. That is right, sir. 

Mr. Hépert. That is correct. 

Mr. Harpy. Just to be sure—I think it is clear. But in view of the 
fact that the Martin Co. apparently did use this membership—I be- 
lieve ov said it was a membership, in the Bahamas operation, club 
of some kind, particularly for entertainment purposes. Aerojet does 


not maintain any similar operation anywhere for the purposes of 
entertainment ? 


Mr. Kimpauy. That is right. 

Mr. Harpy. Thank you. 

Mr. Héserr. But again, to make it specific, it is a tax-allowable 
deduction when you entertain these military people, or in other areas? 

(Mr. Kimball nods.) 

Mr. Hézerr. Well, specifically—I do not want to belabor the point, 
but you brought it up again—the party for General Schriever. That 
was a three-way split between General Dynamics, the Martin Co., and 
Aerojet ? 

(Mr. Kimball nods. ) 

Mr. Héperr. Now, that party would have been an allowable tax 
deduction, but not chargeable against any contract which you held 
with the Government; that is correct ? 

Mr. Kimpaty. That is right. 

Mr. Héserr. That is correct. 

Mr. Norblad—— 

Mr. Konmary. I think, Mr. Chairman, it is reasonable that people 
in industry should occasionally be able to take the members of the 
legislature to lunch or dinner. 

Mr. Harpy. Mr. Chairman, if I might comment on that? 
[Laughter. | 

I do not see anything unreasonable about that. 

And I might add that it would not necessarily indicate that you 
were going to get their support on legislation you were interested 
in. 

Mr. Krmpauu. I am sure it would not. 

Mr. Hésert. Mr. Norblad? 

Mr. Norsiap. Mr. Hardy limited his question, with reference to the 
suite, to a continuing suite. i 

Could I ask you: From time to time, did you engage a suite at any 
other places in Washington for the entertainment of officials, either 
civilian or military ? 

Mr. Krupauu. Oh, if it is a big meeting of some kind here, we will 
maintain a suite for our people that are coming here to meet their 
friends in it, 

We try to keep it within quite modest bounds. 

Mr. Norsiap. You are referring to something like the Army Asso- 
ciation meeting here a few weeks ago? 

Mr. Krpaty. Yes, we had a room up there, where any of our fel- 
lows could go up to meet their friends. 
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I went up one night with six or eight friends. 

Mr. Heésert. Did you have refreshments ? 

Mr. Norsiap. Were there refreshments, for military and civilian 
— who may drop in? 

Mr, Krwpaxt, Just a little. 

Mr. Norsiap. Just a little. 

Mr Héserr. And you will have one at the Air Force Association 
Convention in Miami, I presume? 

Mr. Krwpatt. Some of our fellows will be down there. I will not 
be down, Mr. Chairman. 





Mr. Héserr. But the Aerojet will be well represented, I am sure, as 
well as other contractors ? 

Mr. Kimpauy. Yes, sir; I hope so. 

Mr. Norsiap. What hotel will you have your hospitality suite in? 

Mr. Krvpatt. I can’t tell you. 


Glad to send you an invitation, if we do have any invitations sent | 
out, 


Mr. Hésert. Any further questions? 

Mr. Winsteap. No. 

Mr. Hésert. Mr. Gavin? 

Mr. Gavin. The other day I used the word “exploit,” rather than 
“explore.” I would say now that the General Schriever dinner has 
been both explored and exploited. 

I use both terms. 





Mr. Kimpaty. And also, sir, exploded. 
Mr. Gavin. I might say that I presume, in the future, Mr. Kimball, 


you would be a bit discreet as to who you extended any invitations to | 


at your dinners. | 

Mr. Kimpatt. I am sure I will. 

Mr. Gavin. Yes. | 

I conclude now you will be very careful as to who you extend the 
invitations to in the future. 

I have no further comments, except to explain “explore,” “exploit,” 
and “explode.” 

Mr. Héserr. Any further questions, members of the committee! | 
(No response. ) 

Any further questions, Mr. Courtney? | 

Mr. Courtney. No, no further questions, Mr. Chairman. 

Mr. Kimball has supplied by mail, and it appropriately should be 
inserted in the record, an advertisement that was asked for at the | 
meeting of August 14. 

That information, Mr. Chairman, I would request be placed in the | 
record at this point. | 

Mr. Hésert. It will be placed in the record. | 

(The advertisement is as follows:) 
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Mr. Hésert. Thank you very much, Mr. Kimball, and Doctor, for 
your appearance here this morning. 

We reassure you that any time that anything is said in this com- 
mittee, for or against anyone, that the individual shall be—— 

Mr. von Karman. I want to make two short remarks, if you will 
allow me—two short remarks which I believe are necessary to answer 
Mr. Anderson’s testimony. 

_ Mr. Kimpaty. I think we can ask you to write that up and send it 
in for the record. 
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Mr. Hésert. Very happy to have it. 

Mr. Kimpatt. I think it would be better that way. 
Mr. von Karman. Yes, sir. 

(The material referred to is as follows:) 


STATEMENT BY DR. THEODORE VON KARMAN, FOUNDER, AEROJET ENGINEERING Corp, 
or Azusa, CALIF., AND CONSULTANT TO ITS SUCCESSOR, AEROJET-GENERAL Corp, 
Azusa, CALIF. 


As the Chinese discovered the rocket several hundred years ago, the propellant 
used was black powder. Their discovery of the so-called double base propellant 
instituted a definite breakthrough. Double base propellants are mixtures of 
nitroglycerin and nitrocellulose; such propellants were used in general in the 
armament rockets. The double base propellant is, however, a fast burning 
combination and is not suitable for rockets of longer burning time, as boosters and 
sustaining rockets for missiles. Such applications require so-called composite 
propellants. 

Composite propellants consist of a fuel, an oxidizer and include in general an 
elastic binder ; the binder can also serve as combustible. 

As far as I know such composite propellants were introduced in operational 
quantities the first time in this country by the so-called GALCIT project at the 
California Institute of Technology. (The word GALCIT was formed from the 
initials of Guggenheim Aeronautical Laboratory, California Institute of 
Technology. ) 

The project was created, following a suggestion by Gen. H. H. Arnold, then 
head of the Army Air Corps, in the scholastic year 1938-39. The personnel 
consisted mainly of a group of my graduate students who started rocket research 
a few years earlier at a very modest scale which was privately financed. The 
GALCIT project started with a $10,000 contract for the first year awarded by 
the Army Air Corps. 

Both the Aerojet Engineering Corp. in 1942 and the jet propulsion laboratory 
in 1943 were originated from the GALCIT project. 

Both organizations were under my guidance. 

The Aerojet Engineering Corp. developed a series of composite propellants 
ealled GALCIT propellants. They consisted of an oxidizer such as potassium 
perchlorate and asphalt as fuel and binder. The Aerojet Engineering Corp. and 
its successor, the Aerojet-General Corp., created consecutively a series of suc- 
cessful composite propellants such as the aeroplex and several kinds of polyure 
thane propellants. In the beginning Aerojet produced rockets for jet assisted 
takeoff called jato’s, then boosters in various thrust categories—all these in the 
period preceding the Polaris project. Some of these boosters produced thrusts 
higher than 100,000 pounds. 





The propellant known as Thiokol and produced presently by the Thiokol | 


Chemical Corp. was developed in the years 1946 and 1947 by the Jet Propulsion 
Laboratory of the California Institute of Technology. The situation at that time 
was the following: 

The Thiokol Chemical Corp. manufactured and sold commercially polysulfide, 
mainly for application as sealers, devices preventing leakage, and the like. 

Its use as a component for solid propellants was started in 1946 by the Jet 
Propulsion Laboratory. According to a story published in the Fortune magazine 
the Thiokol Chemical Corp. became aware of the use of its product for a rocket 


propellant component when its west coast salesman reported that relatively | 


large quantities of polysulfide were purchased by the Jet Propulsion Laboratory; 


he then inquired of the Jet Propulsion Laboratory regarding the purpose of such | 


orders. A patent for use of polysulfide in solid propellants was filed by Aerojet 
on December 5, 1946. The work at Jet Propulsion Laboratory on polysulfide 
propellants was carried out under Army Ordnance contract. The same depart | 
ment chose the Thiokol Chemical Corp. in 1949 for mass production of the | 
propellant. 

Aerojet-General has on its staff a great number of scientists working on solid 
propellants and solid propellant rockets. Many are men of high competence, | 
very well known in the scientific community and also beyond the borders of the | 
U.S.A. 

I may mention Mr. R. D. Geckler, Dr. A. L. Antonio, Dr. Karl Klager, and Dr. 
Ernest Roberts. Some excellent men today on the staff of Aerojet-General 














ORP, 
ORP., 





lant 
ant | 
S of | 


ning | 
and 
osite | 


ul an 


ional 
t the 
a the 
e of 


then 
onnel 
2arch 
The 
ad by | 


atory 


Llants 
ssium 
» and 
F suc: 
Lyure- 


in the 
rusts 


a | 


hiokol | 
ulsion | 
t time | 


ulfide, 
ike. 

he Jet 
yazine 
rocket 


tively | 


atory; 


f such | 


erojet 
sulfide 


lepart: | 


of the 


n solid 
etence, 
of the 


nd Dr. 
feneral 





RETIRED PERSONNEL IN DEFENSE INDUSTRY 1037 


were already in the group which formed the original Aerojet Engineering Corp. 

About the same time as we formed the Aerojet Engineering Corp. with a group 
of graduate Cal Tech students and my lawyer friend, A. G. Haley, another group 
consisting of young, enthusiastic scientists in New York colleges incorporated 
Reaction Motors Corp. This group, however, restricted its activities to liquid 
propellant rockets. I believe we were at that time the only group which con- 
sidered the use of both solid and liquid propellants. 

Although the main production items were jet-assisted takeoff devices, we had 
not restricted our plans to jato’s. This may be proved by the following facts. 
As director of Jet Propulsion Laboratory, I submitted, together with some of 
my collaborators, in the year of 1943, two reports containing plans for ground- 
to-ground rockets; one to the Air Force and one to the Army Ordnance Depart- 
ment. As early as 1944 a series of missiles called Private A-F, WAC Corporal 
had been started. This series led Jet Propulsion Laboratory later to the manu- 
facture of the Corporal and the Sergeant. I also may mention that my report, 
“Where We Stand,” which was submitted to General Arnold early in 1945, shows 
the picture and the trajectory of a ballistic missile for 6,000-mile range. We are 
not quite as far along in 1959. 

In the early period both Aerojet and Jet Propulsion Laboratory enjoyed the 
help of such military men as the late Gen. H. H. Arnold, Adm. Cal Bolster of 
the Navy and General Barnes of Army Ordnance Department. The American 
Nation should be grateful to these men of great vision that they helped in the 
development of rockets. Without them maybe we would not have rockets at 
the end of the war and in the after war period we would have been restricted 
to the work of the German scientists and engineers who created the German 
long-range rockets and were transplanted to this country. 

General Arnold is no more with us. 

However, I believe it is very fortunate that the two other officers whom I 
mentioned were able to find fields for useful activity in industry. 


Mr. Héserr. Thank you very much. 

The committee will stand recessed until 10 o’clock Tuesday morning. 

(Whereupon, at 11:23 a.m. the committee recessed until 10 a.m., 
Tuesday morning, Sept. 1, 1959.) 
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TUESDAY, SEPTEMBER 1, 1959 


House or REPRESENTATIVES, 
| CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 

| The subcommittee met at 10 a.m., Hon. F. Edward Hébert, chair- 
man of the subcommittee, presiding. 

Mr. Hésert. The committee will be in order. 

Before hearing the witness this morning, the Chair desires to make 
a statement on behalf of the committee in connection with the appear- 
ance of Admiral Rickover before this committee, relative to the testi- 
mony of Admiral Hyman G. Rickover. U.S. Bay: on July 9, 1959, 
when this subcommittee took note of testimony of Vice Admiral Rick- 
over given March 20, 1959, during hearings of the House Committee 
on Government Operations. Admiral Rickover’s testimony was as 
follows—and I quote from the testimony before the House Committee 
| on setting erations. 

A question by Mr. Roback, who is the counsel for that committee, 

| addressing himself to Admiral Rickover. He said this: 


Admiral, you don’t supervise a procurement organization and so you are not 
| necessarily exposed to various kinds of influence which have to do with Govern- 





ment buying or contracting? 

Admiral RicKover. Oh, yes, I am. 

Mr. Ropack. The question is, Do you have visits from former associates, ad- 
| mirals, military people? 

Admiral Rickover. I used to, but the word got around that I am obtuse in this 
| regard. I don’t think I have had a visit for 2 years; a visit or a visitation. 

Mr. Ropack. They just leave you alone? 

Admiral Rickover. I get pretty well left alone. Let me amplify that. I, my- 
| self, don’t get pressured by outsiders, but they do go higher up and get pressure 
| put on me that way. They know that it is of no avail to come to me, but they 

do go higher up and I sometimes get pressures as a result of that. 
| Mr. Ropack. Are the pressures in the nature of recommendations as to where 
| acontract award should be made or how it should be made? 

Admiral Rickover. It is generally in the nature of urging me to undertake new 
| projects which we consider not worthwhile. As you know, in this modern day 

and age it is almost subversive not to want to spend Government money. The 
real pressure we get is to undertake more projects, to spend more money. 


This part of his testimony before the House Government Operations 


Committee was read into the record upon the personal appearance 
before this committee of Admiral Rickover. 


Now, in response to this subcommittee’s questioning concerning the 
statements made to the House Committee on Government Operations, 
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Admiral Rickover testified before us as follows on July 9, 1959: 

Quoting Admiral Rickover: 

I was discussing a climate of business dealings with the Government rather 
than pointing the finger at individuals. I appreciate the fact that this 
committee wants to deal in specific facts rather than in generalities. However, 
I would ask the indulgence and consideration of this committee in not pointing 
the finger at individuals. After all, the improper use of influence is a con- 
flict of interest situation which is deemed a criminal offense under Federal law, 
By naming names, I might do injustice and unwittingly bring dishonor to good 
citizens. 

Admiral Rickover was asked on July 9, 1959, by this subcommittee 
to give the names of the people “pressuring him.” He testified as 
follows: 

* * * (he) may be doing a grave injustice in taking what might have been 
in the nature of an ordinary business dealing which the man himself did not 
consider as pressure and blazon this man’s name to the country. And once 
a man’s name is mentioned in the newspapers he is condemned and you know 
that as well as I do. 

Thereupon the subcommittee required Admiral Rickover to give it 
“the names of these individuals, the purposes of their visits, and the 
companies with which they are connected or the contracts with which 
they are connected.” 

Mr. Hess advised the admiral : 

What we are interested in are those generals and admirals and high ranking 
officers who formerly served with you who are now retired and who have, as you 
say, attempted to use pressure on you. 

The record thereafter is: 

1. July 17, 1959, Admiral Rickover in a letter to the subcommittee 
stated : 

I do not believe that I have information which bears directly on the sub 
committee inquiry * * * to comply with your request, I would have to search 
my memory and refer to situations going back as far as 10 to 12 years ago. 
Such references, as I tried to suggest at the hearing, might do injustice 
to well intentioned people, would put me in a most embarrassing position with 
my superiors in the Navy Department, and would make even more difficult the 
prosecution of the work in which I am engaged. 

2. July 21, 1959, upon consideration of the foregoing the subcom- 
mittee directed another letter to Admiral Rickover, requesting the 
names which he had promised in his public testimony of July 9, 1959. 

July 22, 1959, Admiral Rickover wrote, in answer to the subcom- 
mittee letter of July 21, as follows: 


You will recall that my statement before the other committee was in the 
context of discussion of retired officers who sought to make their views known 


on policy matters rather than instances of direct contact with me concerning | 


contract awards. In trying to recall specific instances of retired officers who 
“attempted to exercise pressure” on me I can cite only the following instances 


which might be in point. There may have been other instances which I do | 


not now recollect and which I have no means of verifying. 


3. Admiral Rickover named three persons in this letter and then 
wrote: 


I sincerely believe that these retired officers were not acting in any way that 
they considered illegal, and that great harm could be done to them if their 
names were divulged. 

I also believe it is important in presenting an entirely fair picture to the 
committee that decisions I subsequently made concerning any of these matters 
were based entirely on what was in my judgment the wisest, most effective, and 
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most efficient course for our country to pursue. The fact that these retired 
officers contacted me in no way affected any decision I made and, although I 
may have agreed or disagreed with their contentions, I did not regard their 
contacting me as improper in any way. 

4, August 25, 1959, in executive session, Admiral Rickover testi- 
fied concerning the three persons he had named in his letter of July 
92 to the subcommittee. 

(1) As to the first named person: Admiral Rickover testified that, 
in a personal letter from one naval officer to another, a proposed 
naval duty assignment for Admiral Rickover had been opposed. Ad- 
miral Rickover testified: “I did not see this letter.” Admiral Rick- 
over got the assignment in question. 

(2) The second named person was the only one with whom Ad- 
miral Rickover had a personal contact. As to that person, Admiral 
Rickover testified : 


Admiral Rickover. The second one: I think not much can be made of that, 
sir. 


Mr. Héserr. I am reading from the executive session record: 

Mr. H&sertT. Why did you include that, Admiral? 

Admiral RickKover. Well, you insisted. 

Mr. Hésert. I know. But we weren’t insisting on putting in something that 
you had to stretch your imagination and include. 


Admiral Rickover. I am sorry, I did have to stretch my imagination, sir. I 
said I was really talking about a general situation, rather than a specific. 


Now— 

Mr. Hésert. To get to the end of the book on— 
soand so—blank— 
the only improper thing was your—— 

Admiral Rickover (interrupting). My interpretation. 

Mr. Hf&eert. Your interpretation. 

Admiral RicKover. Yes, sir. 

Mr. Hf&zert. No action on his part that indicated it? 

Admiral Rickover. No, sir; I think, in accordance with his own belief, he 
was doing the right thing. 

(3) As to the third named person, the testimony is that that person 
had made no contact and had no conversation with Admiral Rickover 
at any time on any subject. 

The foregoing completes the record. 

And it is presented on behalf of the committee for the public record. 

Now, Mr. Courtney. 

Mr. Courrnry. Mr. Chairman, we have Admiral Fechteler here 
this morning. 

Will you come forward, Admiral. 

Mr. Héperr. Admiral, will you take the oath, please? Identify 
yourself for the record. 

Admiral Frcurerer. William M. Fechteler, admiral, U.S. Navy, 
retired. 

Mr. Hézerr. You do solemnly swear that the testimony you will 
give before this subcommittee in the matters now under consideration 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ? 

Admiral Frcuteter. I do. 
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Mr. Hépert. Have a seat. 

Mr. Courtney. Mr. Chairman, Admiral Fechteler has been asked to 
present his views and touch upon questions contained in his question- 
naire and answers given therein. 

The admiral has a prepared statement. 

Mr. Chairman, before he begins his statement, may his answers to the 
questionnaire be made a part of the record ? 

Mr. Hésert. It will be. 

(The questionnaire referred to follows :) 


QUESTIONNAIRE To Be ACCOMPLISHED BY RETIRED MILITARY OR NAVAL Prr- 
SONNEL ABOVE GRADE OF CAPTAIN IN ARMY OR AIR FORCE AND LIEUTENANT 
IN NAvy 


To: Subcommittee for Special Investigations, 

Committee on Armed Services, 

U.S. House of Representatives, 

House Office Building, 

Washington, D.C. 

Name: William M. Fechteler. 

. Mailing address: 5169 Watson St. NW., Washington 16, D.C. 

Retired rank : Admiral. 

Department from which retired : Navy. 

. Month and year when retired: July 1, 1956. 

. Monthly retirement payments received : $1,014.74. 

. Was your retirement voluntary or involuntary? Voluntary. 

. Are you disabled? No. 

. What and where were your last two duty assignments prior to retirement? 
1951-53 Chief of Naval Operations. 1953-56 CINC, Allied Forces, Southern 
Europe, with headquarters in Naples, Italy. 

10. When did you enter the service from which you retired? 1912. 

11. Was you military service continuous or interrupted? Explain. Continuous. 

12. When after retirement were you employed, consulted or retained in or by 
private industry? December 1, 1956. 

18. By what company, organization or person are you now employed, retained 
or consulted in any capacity? General Electric Co. 

14. By what companies, organizations or persons have you been employed, re- 
tained, consulted or associated in any capacity? General Electric Co. 

15. What compensation or remuneration, direct or indirect, in money or any- 
thing of value, are you receiving or have you received for the service performed? 
General Electric salary, $30,000 per year, plus incentive compensation, $7,000 in 
1997 ; $8,500 in 1958. 

16. What is the title of present position, if any? Consultant, long range 
planning, Atomic Products Division, General Electric Co. 

17. Give a precise and complete statement of the work performed, services 
rendered, and your business address, if different from that of the company. 

The following are my principal responsibilities to the General Manager of the 
Atomie Products Division: 

1. Study continuously the operations of the Atomic Products Division 
components. 

2. Study continuously the total environment of the Atomic Products Di- 
vision, principally its market, both actual and potential, and the total Govern- 
ment regulatory situation. 

3. Recommend programs of action to the Division General Manager based 
on this study. 

I am expected to maintain personal relationships with appropriate industrial 
associations and governmental bodies in connection with the discharge of my 
responsibilities. My responsibilities do not include selling or negotiation. 

The Atomic Products Division of General Electric consists of three operating 
departments: 

1. The Hanford operation, operated by the company for AEC under an 
AEC contract. 

2. The Aircraft Nuclear Propulsion Department, operated by the com- 
pany under contracts with the AEC and the Air Force. 
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3. The Atomic Power Equipment Department which conducts the com- 
pany’s commercial business. This department has contracts with the AEC. 

None of these components has any contracts with the Navy. 

Business address: care of General Electric Company, 777 14th Street NW., 
Washington 5, D.C. 

18. State whether you have solicited or participated in any discussions, oral 
or written, concerning sale, use, adaptation, modification, improvement, suita- 
bility, development or research of any article, plan, process, or program with any 
officer or employee of the Department of Defense at any time since your retire- 
ment, and at any place, on behalf of any company, organization, or yourself. 
I have not solicited or participated in any discussions concerning sales. I have 
participated in discussions concerning the technical requirements of the armed 
services in terms of the required end results, not in relation to a particular 
product or equipment, with various members of the Armed Forces (including 
the Department of the Navy). These discussions were for the dual purpose of 
enabling me to advise the General Electric Co. and to advise the Armed Forces 
of developments in industry. They were not for the purpose of inducing any 
specific contractual or procurement actions on the part of the Department of 
Defense. 

19. If your answer to the foregoing question 18 is ‘‘yes”, state the subject of 
such discussions, conversation or writings, identify the persons with whom the 
exchanges took place or the circumstances under which they occurred. I have 
kept no records which would enable me to answer this question with precision. 
In general, I have discussed Navy requirements with officers in the Office of the 
Chief of Naval Operations whose duty it is to determine requirements. I have 
not discussed these requirements with officers of the materiel bureaus which 
procure the equipment designed to satisfy the requirements. A number of these 
discussions have been informal; others have involved participation in general 
meetings attended jointly by representatives of the Department of Defense and 
of a broad segment of industry. 

20. Was any Defense Department contract awarded or committed after any of 
these discussions? No. 

21. What contracts, to your knowledge, does the company or organization em- 
ploying, retaining or consulting you hold, with any branch of the Department of 
Defense? General Electric has numerous contracts with the Department of 
Defense. The Atomic Products Division with which I am associated has no 
contracts with the Department of Defense except for a contract with the Depart- 
ment of the Air Force for development of an aircraft nuclear propulsion system. 

22. State precisely what duties you perform or work or service you ren- 
with respect to any Department of Defense contracts. I have advised the man- 


| agement of the division from time to time on various aspects of the aircraft nu- 


dear propulsion program. This advice has not related to the contract but to its 
performance. 


23. Name Government officers, employees or representatives with whom you 


| consult, confer, or discuss any matters in relation to the performance of any of 


the above-mentioned contracts, giving location of Defense Department personnel. 
None. 


24. Have you notified the personnel officers of the department in which you 
hold a retired status of your present employment and duties? Yes. 
I certify the foregoing answers to be true. 


/S/ Wr14taM M. FEecHTeELer. 
Date: July 29, 1959. 


Upon completion and signature, enclose in franked envelope and return to 
subcommittee. 


Mr. Héserr. Without interruption you may proceed. 


TESTIMONY OF ADM. WILLIAM M. FECHTELER, U.S. NAVY 
(RETIRED) 


Admiral Fecuterer. My name is William M. Fechteler, Admiral, 
US. Navy, retired. Before proceeding with my statement I would 
like to express my appreciation to you for your indulgence in post- 
poning my appearance here today in order to permit me to accom- 
modate some previous business commitments. 
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As was indicated at the time Mr. C. W. LaPierre, vice president and 
group executive, Electronic, Atomic, and Defense Systems Group, tes- 
tified before this committee he mentioned the fact that I am included 
in the General Electric list of retired officers and that my individual 
response to the committee’s questionnaire is on file. As stated therein 
I am employed in the Atomic Products Division of the General Elec. 
tric Co. as a consultant, long-range planning. In this capacity, I 
report to the general manager of the division. 

I was placed on the retired list of the Navy on July 1, 1956, 
Throughout the preceding 3 years I was was located in Naples, Italy, 
as Commander in Chief, Allied Forces, Southern Europe. This isa 
NATO, and not a U.S., naval command. Prior to that time I served 
as Chief of Naval Operations between August 1951 and August 1953. 

After retirement, I was recalled to active duty to serve as a member 
of the Defense Advisory Committee on Professional and Technical 
Compensation, better known as the Cordiner Committee. This was 
my first contact with Mr. Cordiner or for that matter, anyone else in 
General Electric. 

When the work of the Cordiner Committee was essentially com- 
pleted, I was offered my current position with General Electric. I 
accepted the offer. I was released from active duty on November 30, 
1956, and joined General Electric the next day. 

Throughout my naval career, I never had any duty involving pro- 
curement. I never had any business of any sort with General Electric. 

My duties with General Electric Co. relate to the work and plans of 
the Atomic Products Division. This division presently consists of 
three operating departments: 

1. The Hanford atomic products operation; this is a plutonium 
production facility operated by the company under contract with the 
Atomic Energy Commission. 

2. The aircraft nuclear propulsion department; this department is 
engaged in development of a nuclear propulsion system i aircraft. 
Its work is performed under contracts with the Atomic Energy Com- 
mission and the Department of the Air Force. 

3. The atomic power equipment department; this department con- 
ducts the company’s commercial business. It designs and sells nuclear 
equipment to domestic and foreign customers. Its principal respon- 
sibility is the design and construction of nuclear electric powerplants 
for domestic and foreign utilities. It performs some work, also, under 
contract with the Atomic Energy Commission. It currently has no 
contracts with the Department of Defense. 

The Knolls Atomic Power Laboratory was formerly part of the 
Atomic Products Division. The laboratory was transferred to an- 
other division of the company in February of this year. The labora- 
tory performs work on reactors for naval ship propulsion under con- 
tract with the Atomic Energy Commission. Its work is funded by the 
Commission and not by the Navy. In addition, other parts of the 
company perform work under Navy contracts on naval nuclear ships, 
designed by the laboratory, and designed by other companies. I have 
never had any contact with any of these Navy contracts or with the 
laboratory’s AEC contract. 

Thus, the division of the company with which I am associated 
does business with the U.S. utility industry, with foreign utilities, 
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with the Atomic Energy, Commission and with. the Department, of 
the Air Force; it does not now hold any contracts with the Depart- 
ment of the Navy. 

The only Navy contract held by the Atomic Products Division 
during my 21% years of association with General Electric, was a study 
contract held by the atomic power equipment department to deter- 
mine the feasibility of a light weight nuclear propulsion system for 
light naval vessels, such as the destroyer and frigate types. This 
contract was made in June, 1956 before my association with the com- 
pany. It involved $750,000 shared half and half by the company 
and the Department of the Navy. My first information as to even 
the existence of the contract came after I had accepted employment 
by the company. 

‘At this point, I would like to review my responsibilities to the 
general manager of the Atomic Products Division. Briefly, they 
are these : 

1. Study continuously the operations of the components of the 
Atomic Products Division. 

2. Study continuously the total environment of the Atomic Products 
Division—principally its market, both actual and potential, and the 
total Government regulatory situation. 

3. Recommend programs of action to the division general manager 
based on this study. 

In discharging these responsibilities I am expected to have con- 
tacts with people both in industry trade associations and in Govern- 
ment. This is the only way either I or anyone else can keep abreast 
of current developments, current trends of thinking, current plans 
and current requirements. However, it has always been clearly under- 
stood between General Electric and myself that my responsibilities 
did not include selling or negotiation of sales or contracts of sale. 

I would like to give some specific examples of the kind of work I 
have done in my present capacity. 

First, on the basis of discussions with representatives of the AEC 
and the Maritime Administration, and of my knowledge of the atomic 
power equipment department’s work on boiling water reactors, I 
recommended to the department preparation of a proposal on a boil- 
ing water nuclear tanker and I helped in the preparation of a proposal. 

Second, I have consulted with the management of the company 
component in charge of the aircraft nuclear propulsion program. 

Third, I have kept abreast of development on AEC authorization 


_ and appropriations legislation and advised division management on 


the significance of current developments on such legislation. 

Fourth, I have followed trends in the AEC’s power program and 
plutonium production program and advised management on the basis 
of an analysis of these trends. 

Fifth, although this is not part of my assigned responsibility, I 
have, as a result of a long-standing interest in personnel policy, made 
recommendations to company management on personnel practices in 
General Electric. 

Sixth, I am currently attempting to follow developments in the 
space area, particularly the National Aeronautics and Space Adminis- 


tration, with a view to alerting company management to possibilities 
in this area. 
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Seventh, I try to keep in continuous touch with the activities of the 
Atomic Products Division by visits to the headquarters of each of the 
three departments, by attendance at division management meeti 
and by keeping in contact with the management of each of the three 
departments. 

n many of these areas, my advice to the company has been based on 
reading and on personal discussions designed to ascertain Govern- 
ment requirements and Government thinking. 

At the end of 1956 and the early part of 1957, I spent part of my 
time advising the company on a company proposal, which, for want 
of a better description, I will call the destroyer proposal. My work 
here was essentially similar to the advisory work I have performed in 
other areas. 

The negotiations and discussions with the Navy in connection with 
this destroyer proposal were carried on by other personnel of the 
company. The atomic power equipment department, like other de- 
partments of General Electric, has a marketing section charged with 
preparing proposals and presenting them to customers, with obtaining 
orders and with negotiating contracts. I am not part of this market- 
ing section and have no responsibility to it, nor is it in any way re- 
sponsible tome. Negotiations and discussions with the Navy, looking 
toward a contract on the destroyer proposal, were carried on by the 
marketing section and by its superiors in the company management. 

In connection with the destroyer proposal, I participated in internal 
company discussions relating to the proposal and I advised the com- 
pany on the subject. Here I cannot speak as a nuclear scientist or 
engineer. I do know something about the requirements for fighting 
ships. My own judgment has been that a substantial reduction in the 
weight of nuclear propulsion systems for naval surface vessels would 
be quite a valuable contribution to the national defense. The com- 
pany’s technical people thought they saw a way to do this and I made 
myself available to them while they prepared presentations for sub- 
mission to the Navy. 

On several occasions I requested appointments at which company 
personnel made presentations to Navy and DOD personnel. 

In addition, I have had other contracts designed to ascertain cur- 
rent naval thinking on requirements and on technical developments. 
Some of these contracts were made while the destroyer proposal was 
pending and some were made after it was rejected. 

The contracts were with officers in the Office of the Chief of Naval 
Operations and in the Office of Naval Research. The purpose of all 
these contacts has been to keep abreast of current Navy thinking. I 








have had no contacts in which I attempted to persuade naval officials , 


to award any contract to General Electric Co. I might add that I 
share the views expressed by other witnesses that any such attempts 
would, apart from everything else, have been utterly futile, in view 
of the way the Navy is organized and its procurement functions carried 
out. It is not possible for any one man, no matter who he is, to have 
significant influence on Navy procurement action. I do not think any 
substantial proposal can be sold to the Navy, except on its merits. — 
I believe that this committee can perform a valuable service in 
clearing up this cloudy area of law, ethics, and policy. Historically, 
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the Navy and the Department of Defense have invited continuing 
contacts between industry and Government. 

There are in Washington two associations, the American Ordnance 
Association, and the National Security Industrial Association. I am 
a member of both. 

The American Ordnance Association was organized shortly after 
World War I as the Army Ordnance Association. On the advent 
of unification, the name was changed to the American Ordnance 
Association. 

The idea of a Navy Industrial Association was first voiced by the 
late James Forrestal when he was Secretary of the Navy in 1943. 
The association came into being the next year. 

Here, then, is an example of a businessman in Government service 
urging the formation of an organization which, as Mr. Forrestal 
believed, could be of value to the Navy both in war and peace. It is 
concrete evidence of the realization on the part of the Navy that the 
closest partnership between the armed services and industry is essen- 
tial to the security of our Nation. 

On the advent of unification, the name of Mr. Forrestal’s organiza- 
tion was changed to the National Security Industrial Association. 

Both of these associations conduct symposiums organized jointly 
by the Navy and themselves. I attend as many such meetings as pos- 
sible. They constitute forums at which the Navy lays before industry 
its capabilities, its limitations and its requirements toward overcoming 
those limitations. They are classified meetings. As a sidelight on 
the extent of my influence since I retired, I mention the fact that I had 
difficulty in gaining admission to an NSIA-Navy symposium on re- 
search and development last fall because I did not have a Navy secret 
clearance. After some delay I obtained a clearance. 

It seems clear from these and other activities that Department of 
Defense is anxious to maintain the closest liaison with industry. I do 
not consider the fact that I am a retired officer should inhibit my 
Pe peting in this liaison so long as I carefully observe the restric- 
tions placed upon me regarding selling or contracting or negotiating 
to sell. I have tried to be meticulous in observing these restrictions. 

I have not pressured any individual on behalf of General Electric 
Co. One does not discard the phrase in an officer’s commission “repos- 
ing special trust and confidence” along with the simple process of 
discarding the uniform. 

I like to think that when I retired from the Navy 3 years ago I 
closed a career of 40 years commissioned service with the high regard 
of nearly all of those with whom it had been my good fortune to be 
associated. I hold my reputation in too high esteem to do anything 
on behalf of General Electric or any other company which would tend 
to lower the regard of my former associates of the many years on 
active duty in the Navy. 

I have been associated now with General Electric Co. for 214 years 
and I have come to know the character and standards of the manage- 
ment of that company. They have never asked me, and I know they 
would never ask me, to do anything illegal or unethical. 

This committee can, in my opinion, perform a valuable service in 
dispelling confusion and misunderstanding. I believe that the com- 
mittee can, with the aid of the Department of Defense, and of others 
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who have studied. and are studying this problem, formulate rules for 
the conduct of ‘retired officers and of other former Government. em- 
ployees which are uniform and which are clearer and more explicit 
than the rules now on the books. 

I have complete confidence that any proposals emanating from this 
committee would be fair and reasonable and in the public interest, 

Mr. Hépert. Thank you very much, Admiral. 

Mr. Courtney ? 

Mr. Courrney. A question so we will be quite clear. 

At the time, Admiral, you had your first contact or discussion of 
employment by General Electric Co., through any of its officers, you 
were in fact a retired officer ? 

Admiral Fecureter. That is correct, Mr, Courtney. 

Mr. Courtney. But you were assigned on temporary duty with the 
Cordiner Committee ? 

Admiral Fecuterer. That is correct. 

Mr. Courtney. Which was headed by Mr. Cordiner, the chairman 
of the board, I believe, of General Electric Co. 

Admiral Fecureter. That is correct. 

Mr. Courtney. Everybody knows about it, but let’s repeat it for 
the record: This had to do with military pay and perquisites, a study 
of the military pay system. 

(Admiral Fechteler nods.) 

Mr. Courtney. Now, a question, on page 2, with reference to the 
contract of June 9, 1956, of which you say you first became aware after 
you had joined General Electric Co. 

Admiral Frecuteter. No, sir. That is not precise. I became aware 
of it after I had agreed to join. 

Mr. Courtney. Oh, after you had agreed. 

Admiral Frecurteter. But I didn’t join it, actually, until the 1st 
of December 1956. 

Mr. Courtney. 1956. But some time in the interval, you did be- 
come aware of this contract ? 

Admiral Fecutrecer. That is correct. 

Mr. Courtney. Now, the contract that you referred to was a joint 
undertaking between the General Electric Co. i gt or em- | 
ployees, and the Navy Department; and it involved no product, did 
it? 

Admiral Frecuteter. Not at this point, no, sir. 

Mr. Courtney. Not at that point. In other words, it was a study | 
proposal, or a study of a plan or a proposal that might be incor- | 
porated into Navy hardware? 

Admira] Fecureter. That is correct. 

Mr. Courrney. But no hardware was involved in this contract as | 
such ? 

Admiral Fecureter. No. 

Mr. Courtney. In other words, the recommendation of this | 
study, that is, the recommendations contained in this study, pur: | 
chased jointly by Navy and General Electric, would be recommends 
tions which could later be incorporated into hardware if the Navy 
so chose? 

Admiral Fecureter. That is correct. 

Mr. Courrney. And that selection remained with the Navy? 

Admiral Fecuteter. That is correct. 
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Mr. Courtney. So all this committee, then, did was to make recom- 
mendations—that this contract required was recommendations, that is, 
findings and.recommendations, isn’t that right ? 

Admiral Frcureter. That is correct. 

Mr. Courtney. Nov, is that the same contract that leads into your 
discussion, of these recommendations, of what you describe as the 
destroyer proposal ? 

Admiral Frcureter. It is the same one. 

Mr. Courtney. The same one. 

Admiral Frcureter. Yes, sir. 

Mr. Courtney. And that had to do, I take it from what you said in 
your statement on page 5, with the weight to be achieved in the pro- 
pulsion system, is that right ? 

Admiral Frecurerer. That was the chief objective of it, to recom- 
mend a nuclear propulsion system which would be lighter in weight. 

Mr. Courtney. At the same time achieving certain characteristics 
in propulsion which would be required. 

Admiral] Fecurerer. Oh, yes. 

Mr. Courtney. In operating a naval vessel. 

Admiral Fecuteter. That is correct. 

Mr. Courtney. So that when you speak of your internal discussions, 
at the bottom of page 5, what you brought to these discussions was 
your knowledge, so far as your Government career was concerned, of 
the operation of vessels of the class in which this product, if it was 
ever built, would be included ? 

Admiral Fecurerer. That is right. 

Mr. Courtney. Such things as configuration, space, and the like? 

Admiral Fecureer. Yes. 

Mr. Courtney. But you say you do not have any particular technical 
knowledge of atomic energy as such ? 

Admiral Fecureter. No, I haven’t. 

Mr. Covurrnry. It is just its employment as a means of propulsion 
that is your field, is that right? 

Admiral Fecrrerer. That is right ? 

Mr. Courrnry. [am limiting this, of course, now, to the destroyer 
proposal. But you have other civilian businesses, as you have indi- 
cated here. 

Admiral Fecnretrr. That is right. 

Mr. Courrney. Mr. Chairman, those are all the questions I have. 

Mr. Heénert. Mr. Gavin? 

Mr. Gavin. I thought maybe the Admiral would express himself on 
what he thinks—how we should approach this rnbteen, Have you 
any suggestions to offer, Admiral? 

Admiral Fecurerrm. Well, Mr. Gavin, I would think it is a matter 
of development, and that as other various systems of producing 
nuclear energy comc in‘o use there will evolve some lighter weight 
systems. 

Mr. Gavry. We are talking about this problem—you say here— 
possibly you misunderstood me, Admiral. 

On page 7: 

I believe this committee can perform a vainable service in clearing up this 


cloudy area of law, ethics, and policy. Historically, the Navy and the Depart- 


ment of Defense have invited continuing contact between industry and Govern- 
ment, 
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Say, for instance, we are talking about dual employment and dual 
compensation and ootan os periods, and matters of that kind. I 
thought maybe you would have some suggestions to make. 

Admiral Fecuteter. Oh, I am sorry, Mr. Gavin, I did misunder- 
stand you. 

T have some ideas along those lines. 

First, I would like to associate myself with the remarks that the 
Honorable Paul J. Kilday made before this committee in July. Iam 
thoroughly in accord with his views. 

I think if you are going to have any restrictive laws, that they 
should apply equally to retired persons of all services alike. 

I think the dual office and dual compensation laws operate to deprive 
the Government of valuable assistance. nieve f 

For example, shortly after I retired I was offered a position in the 
executive branch of the Government, on the level of an assistant sec- 
retary. And I declined it, for the reason that I would have had to 
forego my retired pay. ; 

I might add that, insofar as I know, the United States is the only 
major country that takes this viewpoint. I am told that in Britaina 
military man can retire, accept a job—for example, Field Marshall Wil- 
liam Slim is currently the Governor General of Australia. And I am 
told that he draws his retired pay and he draws whatever it is the Gov- 
ernor General gets, also. 

As toa cooling off period 

Mr. Gavin. Just at that point, before we go to the cooling off period, 
Admiral, do you think that the personnel, retired personnel, would be 
happier in such an assignment with Government, rather than with 
private enterprise—more contented in their work, if they could pro- 
ceed along the fields that they were covering with Government, if some 
particular spot were found for them in Government where their ex- 
perience and knowledge could be available and would be helpful to 
development of our defense programs and weapons and aircraft and 
so forth ? 

Admiral Fecureter. I don’t believe I can answer that categorically, 
Mr. Gavin. But the idea of service with the Government would be 
very attractive to me. On the other hand, a good bit of it depends 
upon the character of your industrial employment. 

I am extremely happy with the General Electric Co., but I might 
not be contented with some other outfit that wasn’t quite as high 
caliber as General Electric. 

But I don’t think it is so much the individual. It is what the Na- 
tion would get from the employment. 

I was offered another position in the military assistance field. Now, 
I had been 3 years over there in NATO. I knew that whole story 
pretty thoroughly. And I really think I could have done a job for 
the Department of Defense in there. 

(Mr. Hébert aside to Mr. Gavin.) 

Mr. Gavin. You were going to proceed with another point, Admiral. 

Admiral Frecntetrr. As to the cooling off period, which has been 
largely discussed, I don’t know that any specific cooling off period is 
necessary. If it is considered necessary, I think it should be related 
to the character of the last duty performed on active duty and the 
nature of the contemplated employment in industry. 
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Take myself as an example. I was out of the country for the 3 
years prior to my retirement. I can’t conceive why the cooling off 

riod would have been in order in my case. 

Additionally, I think you should be very careful that it doesn’t 
flare back to hart the service. And there again I use my own case. 

I retired at the age of 60, I retired, legally, voluntarily. Because 
I didn’t have to retire until I was 62. But there wasn’t any place 
for me to go. I had been commander in chief of the Atlantic Fleet. 
I had been Chief of Naval Operations. I had been NATO com- 
mander in chief. And I could have come back and said, “Here I am, 
you got to look out for me for the next 2 years.” 

Now, I don’t think that a cooling off period would have been in 
order there. If it is, you are liable to find people retiring earlier, in 
order that they will have a more useful span of years to offer to 
industry. 

As it is, I am going to have to retire from General Electric at the 
age of 65. ‘They have a compulsory retirement age. 

Now, I suppose it is very difficult to clarify just exactly what is 
meant by “selling” or “contracting or negotiating to sell.” 

I was very much impressed with the testimony and the opinion of 
the Judge Advocate General of the Navy, Admiral Ward, in the case 
of Admiral Schoeffel. 

It seems to me that there is an opportunity there to write into— 
maybe not necessarily the statute itself, but an expression of the in- 
tent of Congress, which the courts take cognizance of. 

I think that about covers my ideas on this, Mr. Gavin. 

Mr. Gavin. What do you think about these restrictions that are 
now in force in the Department of the Navy ? 

Admiral Frecureter. You mean the 2-year—— 

Mr. Gavin. Yes. 

Admiral Fecurerer. Lifetime? 

Mr. Gavin. Lifetime. 

Admiral Frecureter. I think it is unnecessarily severe. 

Mr. Gavin. I can’t hear you. 

Admiral Frcureter. I think it is unnecessarily severe. As I un- 
derstand it, that had its origin in 1896—didn’t it? 

Mr. Héserr. No. I think, Admiral, to clear the record up, that 
was a rider on an appropriation bill. 

Admiral Frecurever. Oh. 

Mr. Héserr. In 1956. 

Admiral Frecureter. Oh. 

Mr. Hénert. The lifetime prohibition. 

Admiral Fecnreter. I think that is unnecessary. 

Mr. Héperr. The origination of all restrictive measures as we know 
it today had its origination in 1896. 

Mr, Gavin. You think there should be uniform regulations relative 
to this retired personnel and not pick out the Navy as one that is 
restricted for a lifetime—is that correct, Mr. Counsel ? 

Mr. Courtney. Well, the Navy restriction, the one that the ad- 
miral has reference to, the so-called lifetime bar, appeared first in its 
present form as a continuing proposition in 1956, in the Defense 
Appropriations Act. 

Mr, Gavin. When it appeared in its present form. 








1052 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


Mr. Courtney. In 1956. 

Mr. Gavin. Yes. 

Mr. Courrnry. To clear up the record: Theretofore, there had 
been restrictions of limited duration, placed in various Appropria- 
tion Acts. -And I am speaking now of the principle that is involved 
in the 1956 Defense Appropriations Act restrictions, which is a sus- 
pension of retired pay at any time and during any period of selling, 

Admiral Frecuteter. This reflex action, which might happen as a 
result of restrictive laws on cooling off, I think is exevaptified in a 
similar situation which existed during the Korean war. 

I was talking to Admiral Hogan, who is now the Surgeon General 
of the Navy. At that time he was at Bethesda. And they had a class 
of young medical officers out there. And they couldn’t get a single one 
of them to accept a commission in the Regular Navy. They were 

uite content to stay in the Naval Reserve. And this stemmed directly 

rom one thing: The Navy at that time was not accepting resigna- 
tions of any officers in the Regular Navy. And these young fellows 
just would not become associated with a service which made them 
captives. 

Now, if you put a cooling-off period on what you can do after 
retirement, that is just going to be another kind of restriction which 
will make the service less attractive. 

Mr, Gavin. You think, then, if some particular individual is ina 
technica] spot and had a vast knowledge and experience that could be 
used and made available in the defense program or set up, that if 
he had to cool off for a period of 2 years, that it might—in the interim 
he might lose all contacts that he had made and the knowledge that 
he has, with the rapid advance of scientific methods, that he wouldn't 
be of any value after 2 years? 

Admiral Fecureter. That is absolutely correct, Mr. Gavin. 

Mr. Gavrx. He would be thoroughly cooled by the 2-year period. 

Admiral Fecutecer, He would, indeed. 

Mr. Gavin. I haven’t anything further. 

Mr, Hésert. Mr. Price? 

Mr. Price. I don’t think so. 


Mr. Héperr. Admiral, I want to discuss with you the questionnaire | 


at this time. 

What is—you are retired as what? 

Admiral Fecureter. As an admiral, sir. 

Mr. Hésert. Asan admiral. 

Admiral Fecureter. Yes, sir. 

Mr. Héserr. Voluntary retirement. Any disability ? 

Admiral Frecuteter. No disability. 

Mr. Hersert. No disability. What is your retired pay? 

Admiral Fecurever. $1,014.74 a month. 

Mr. Hésert. Now, in your arrangements with the General Electric 
Co., what is your salary in General Electric ? 

Admiral Frcuteter. My salary is $30,000 a year plus incentive 
compensation, which in 1957 amounted to $7,000; and in 1958, $8,500. 

Mr. Hénert. Now, in connection with your employment with Gen: 
eral Electric—I want it cleared completely for the record, so we cal 
absolutely understand it. aM 

Mr. Courtney has touched on it already. You were retired origi 
nally on what date ? 
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Admiral Fecuterer. The first of July 1956. 

Mr. H&perr. How long after that were you recalled to active duty, 
toserve on the Cordiner committee ? 

Admiral Fecureter. A matter of a few days. 

Mr. Héserr. Just a matter of a few days you went back on active 
duty ¢ 

PAisiva) FecuTeEver. That is correct, sir. 

Mr. Héserr. Then you were finally retired, after you served on the 
Cordiner committee, on what date ? 

Admiral Fecurever, On the 30th of November 1956. 

Mr. Hésert. And on December 1, the next day, you went to work for 
General Electric ? 

Admiral Fecureter. That is correct, sir. 


Mr. Hésert, Technically, you immediately left active duty and went 


_ towork for General Electric. But, as a matter of fact, you originally 


retired in July of that year and went to work several months later, then. 

Admiral Fecurerer. That is correct. 

Mr. H&éserr. With General Electric. How did you happen to be 
employed by General Electric? Can you tell us the circumstances 
surrounding that? 

Admiral Fecureier. Sometime in the latter part of 1956 I had a 
telephone call—did I say the summer of 1956 ? 

r. CourtNEY. Fall, I thought you said. I thought you said fall. 
Inthe late-——— 

Admiral Frcureter. In the late summer of 1956. 

I had a telephone call from Mr. Cordiner, in New York. And this 
is the substance of the conversation. He said that he had been under 
the impression that I was under some kind of a long-term commitment 
to the Department of Defense. I said, “No, that is not the truth of 
the matter. I will be returned to inactive duty as soon as the work of 


| the Cordiner committee is substantially disposed of. And at that time 


I will hope to form some connection with the outside world.” 

Mr. Cordiner then said, “Well, I think we have a proposition which 
would interest you, and can you come to New York to discuss it with 
me—with us?” Ididso. And this developed in the offer of the posi- 
tion which I now have, which I was to take up at such time as was 
agreeable to the Navy that I be released from active duty. 

And that would be when the work of the Cordiner committee is 
essentially completed. 

This came around the end of November, when all the substantive 
decisions of the committee had been taken. I then asked the Navy to 
release me from active duty, on the 30th of November, which was done. 

Mr. Héperr. You first met Mr. Cordiner as a member of the Cordiner 
committee ? 

Admiral Fecurever, That is correct, sir. 

Mr. Hénerr. You did not know him before? 

Admiral Fecureter. No, sir. 

_ Mr. Héperr. Did Mr. Cordiner tell you what was expected of you 
in this position that he offered you 

Admiral Frecuteter. No. Actually, I didn’t see Mr. Cordiner when 
I went to New York. I talked to Mr. C. W. LaPierre, one of the vice 
presidents of the company. 

_ Mr. Héserr. Did Mr. LaPierre tell you what was expected of you 
in that position 
4411259 67 
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Admiral Fecuteter. Yes. 

Mr. Héserr. What did he tell you would be expected of you? 

Admiral Frcurteter. Essentially what I have put im my statement, 
and also here in the questonnaire. 

I was to be a consultant for long-range planning to the Atomic 
Products Division. 

This was in 1956. At that time the amendments to the Atomic 
Energy Act, which were enacted in 1954 and which opened the field 
of atomic energy to industry very much more than had been done 
before, was still sort of an area in which industry was groping, to know 
where to go. 

At the same time, in consequence of the still remaining restrictions— 
not restrictions, but remaining the hold, really, that Government 
through the Atomic Energy Commission had on the field of nuclear 
energy, there were a lot of things to be worked out in the minds of 
people in industry who were endeavoring to get a foothold in this 
new field. And that was where I was supposed to counsel the General 
Electric Co. 

Mr. Héserr. You say counsel the General Electric Co. Now, I don't 
want to put words in your mouth, nor assume anything on your 
relationship and what was expected of you. But I know of no other 
way to ask the question, than in this manner. 

Was it the interest of the General Electric and your understanding 
that the General Electric Co. wanted to expand its activities in the 
nuclear field, whether through the Atomic Energy Commission or 
through the services, and was seeking an individual who knew people 
that could put them in touch and guide them right in this expansion, 
and they sought you? 

Admiral Frecureter. I think that had something to do with it, Mr, 


Chairman. But I think insofar as putting people of the General 


Electric Co. in touch with the right people down here is concern 
about all I was able to do was save them time. Because the Genera 
Electric Co. is sufficiently well known so that they could have done 
this direct, had they seen fit. 
Mr. Héperr. Why did they need somebody as a go-between ? 
Admiral Frecnrerer. Well, I really wasn’t a go-between. I was 
just a convenient focal point. 


Now, for example, once here, not very long ago, Vice President | 


LaPierre came to town. He told me that he had from 9 o’clock in 
the morning until 4 o’clock in the afternoon. He wanted to see half 
a dozen people, if they were available. Would I make up appoint- 
ments for him—make up his schedule and so forth and so on. 


Now, he could have done that himself, or had somebody in New York | 
do it. But I could handle it very much more expeditiously. As 4 | 


matter of fact, I had it all buttoned up by the end of the day. 
Mr. Hésertr. Because you knew whet to go. 
Admiral Fecuteter. I knew where to go. 
Mr. Hésert. And to whom to go. 
Admiral Fecuteter. That is correct. 
Mr. Héserr. Where did you take him? 
Admiral Frcuteier. Where did I take him ¢ 
Mr. Heépert. Yes. 
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Admiral Fecureter. Well, on this occasion, oh, I took him in to see 
Mr. Gates, the Secretary of the Navy. I took him in to see Admiral 
Burke. He had not met Admiral Burke before. And then I made 
appointments with him with the Chief of the Bureau of Ordnance and 
the Chief of the Bureau of Ships. But I did not accompany him there, 
because those are materiel bureaus which make contracts. And I 
studiously avoid even being in the room when anybody talks about a 
contract. 

Mr. Héserr. In other words, you avoided making contacts with 
anybody who was in the materiel business 4 

Admiral Frecuretrr. That is correct, sir. 

Mr. Héperr. Now, did the General Electric Co. ever ask you to 
arrange for any particular presentations, of any plan or program 
which the General Electric Co. had ? 

Admiral Frcurerer. In connection with this destroyer study con- 
tract, there is quite a series of those there. 

I can relate it to you—if you would like to have it, sir. 

Mr. Héserr. Well, you don’t have to go into details. You know 
what we are talking about. 

Admiral Fecureter. That is right. 

Mr. Héperr. Just tell us the outcome and what you did. Did.you 
make any contact in the Navy Department for a presentation, for any 

Jan which the General Electric Co. was interested in — to the 
Navy Department or—we will confine ourselves, of course, to the Navy 


dmiral Frcureier. I did, in this destroyer study. 
And this is what occurred : 


| In May 1957, the company told me that they were going to shortly 


be ready to present this study to the Bureau of Ships and asked me to 


| ascertain the availability of Admiral Mumma to receive it. I called 


on Admiral Mumma. And the study was delivered by the company 

_ toAdmiral Mumma in July 1957. 

I did not attend that meeting. 

| Then it was agreed that there would be—after the Bureau of Ships 

people had had a chance to study the papers, then the company’s peo- 

e would come and make a formal presentation to the Bureau of 
ips. 

a the date for that with Admiral Mumma, which was on 
the 31st of July. 

Idid not attend that meeting. 

At the time that that meeting was arranged, Admiral Mumma asked 
me to make sure of the availability of the General Electric people to 
repeat the presentation on the following day to Admiral Burke and 
_ his advisers. 

I attended that meeting, because it took place in Admiral Burke’s 
conference room. It was not an atmosphere in which contracts or 
anything of that sort were to be discussed. And I attended for the 

| purpose of getting the Navy’s reaction to the study, so that I could 
advise the General Electric Co. in the premises. Nothing came of it. 

| The Navy dropped the thing. 

Mr. Hirmrt. Would that be known as a gas—— 

Mr. Price, Gas-cooled 

Mr. Héserr. The gas-cooled reactor. 

















1056 RETIRED PERSONNEL IN DEFENSE INDUSTRY 


Admiral Fecureter. That is correct, sir. 

Mr. Héserr. Now, in that area, in the gas-cooled reactor, wasn’t 
the Knolls Laboratories engaged in evaluating the gas-cooled reactor? 

Admiral Frcuteter. Not to my knowledge. 

Mr. Héserr. Not to your knowledge ! 

Admiral Fecuterrr. No. 

Mr. Héserr. But the Knolls Laboratories is a General Electric op- 
erated setup or shop, isn’t is ? 

Admiral Frcuterter. The Knolls Atomic Power Laboratory jigs 
owned by the Atomic Energy Commission and operated for the Com. 
mission by the General Electric Co., under contract with the Com- 
mission. 

Mr. Héserr. And the Knolls Laboratories at that time was under 
the division to which you were a consultant or an adviser ? 

Admiral Frecureter. That is correct. 

Mr. Hésert. Did you have any contact, then, with Knolls Labora- 
tories ? 

Admiral Fecuteter. I have never been in it. 

Mr. Hésert. Though you are an adviser or consultant in that di- 


vision. And it was only removed from your division last February, | 


according to your statement today ? 
Admiral Frcnteter. That is correct, Mr. Chairman. 
Mr. Hésert. And at the time that you contacted, Admiral—when 


was the first time that General Electric brought to your attention the | 


gas-cooled reactor, as their product, in which they wanted to make a 
presentation to the Government ? 

Admiral Fecutetrer. Well, the contract called—the contract didn’t 
call for a gas-cooled reactor system, really. It called for a light- 
weight system. And after evaluating the various systems, the Gen- 


eral Electric Co. came to the conclusion that gas-cooled offered the | 


best avenue. 

Now, I don’t remember when I first heard that this was where the 
study was going to go, in the gas-cooled direction. 

My memory doesn’t serve me well enough there. 

Mr. Héserr. Well, does your memory serve you well enough to know 
that the matter of the gas-cooled reactor was not discussed with you 
at the time you were employed by General Electric ? 

Admiral Fecutretrr. That is correct. I did not know at that time. 

Mr. Hésert. At that time. 

Admiral Frecuteter. I was appraised (sic)—when I agreed to 


with General Electric, I was appraised of the fact that this study | 


contract existed, but I don’t recall that a specific gas-cooled system was 
contemplated. 

Mr. Héserr. And the first time, then, that General Electric people 
asked you to make this contact, to set up this presentation, was in July 
of 1957; that is correct, isn’t it? Wasn’t it 1957? 

Mr. Courtney. 1957, yes. 

Admiral Frcuretrr. I contacted Admiral Mumma in May 1957, 
and the meeting actually took place in July. 


Mr. Héserr. Did you, at the time that you contacted Admiral | 


Mumma to have this presentation, have any knowledge that a previous | 
decision had been reached rejecting the General Electric gas reactor! | 
Admiral Fecurteter. I did not. 
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Mr. Hésert. You did not know that at all? 

Admiral Fecuteter. No, sir. 

Mr. Héperr. Now just a few minutes ago, Admiral, you testified 
that you kept away from departments that had charge of materiel; 
and in that statement I think you mentioned Bureau of Ships, didn’t 

ou! 
' Admiral Frecureter. I think I did. 

Mr. Héserr. And now you tell us that you did contact the Bureau 
ofShips. Why isthat? 

Admiral Frecureter. No. Perhaps I didn’t make myself clear. 

Mr. Hezerr. I don’t—I want to give you the opportunity to make 
yourself clear. 

Admiral Frcureter. Yes. I have contacted Admiral Mumma in 
the Bureau of Ships, to be specific, for the purpose of arranging meet- 
ings with General Electric people. But I never attended any of those 
meetings. Really, I was just sort of a “convenient, glorified messenger 
boy,” if you want tosay it. 

r. Hésert. But a most effective one. 

Admiral Fecureter. Well, I don’t know about that. 

Mr. Hézert. Well, the fact remains you did go to Admiral Mumma, 
and the fact remains that you did make a presentation, and the fact 
remains that after that presentation Admiral Mumma suggested that 
the presentation be repeated the next day to the head man in the Navy, 
the Chief of Naval Operations, Admiral Burke. 

Admiral Fecureter. That was Admiral Mumma’s idea. 

Mr. Héserr. I know. But I mean 

Admiral Fecurever. Yes. 

Mr. Héserr. But you had the key to the door, didn’t you? 

Admiral Fecureier. Well, it didn’t do much good, because the Navy 
rejected it. 

Mr. Hésert. I don’t care what good it did. All I want to know— 
you had the key to the door, and you opened it. 

Admiral Fecureter. That is correct. 

Mr. Hésert. And you had no knowledge that this project had been 
previously rejected at all? 

Admiral Fecutreiter. None whatever. 

Mr. Hézerr. Now, on any other occasion did you contact the Navy 
Department on behalf of General Electric, at General Electric’s 
request ? 

Admiral Fecure.er. There was one other occasion. And this was 
in the summer of 1958. The General Electric Co. in concert with the 
Bath Iron Works and Gibbs & Cox, naval architects, presented a joint 
letter on the subject of destroyer construction to the Secretary of De- 
fense, after prior meetings with the Secretary of the Navy and the 
Chief of the Bureau of Ships, to appraise those officers of the fact that 
they were submitting the letter to the Secretary of Defense. 

P. arranged the meetings with all three officers, but I did not attend 
em. 

Mr. Héserr. Any other occasion ? 

Admiral FecuTeter. Oh, there have been several times when I have 
made appointments for people. 

Mr. Héserr. Outside of those, you recall no other specific instance? 

Admiral Fecureier. None that come to my mind at the moment. 
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Mr. Heéperr. Now in connection with this gas-cooled reactor which 
was rejected, are you in a position to state or do you have of your own 
knowledge in any way the sum of the contract if General Electric 
had been successful? Can you give us in round figures, what it would 
have amounted to? 

Admiral Frcurteter. I don’t really remember that, Mr. Herbert 
I don’t remember the figures. 

Mr. Héserr. You have no knowledge of how large a contract that 
was? 

Admiral Frcnreter. It would have run into a lot of money, I am 
sure of that. 

Mr. Héserr. $1 million, $2 million, $3 million ? 

Admiral Frecureter. Well, it would depend upon—if you wanted 
to go from research and development through prototypes and all that 
sort of business, you would probably run into a large, fat sum. It 
would probably come pretty close to $100 million over a period of 
about 6 or 7 years. 

Mr. Price. ( Aside.) 

Mr. Héserr. Mr. Price. 

Mr. Price. I think the admiral is correct. It probably would be 
in that range. o 

Admiral Fecureter. I think so. 

Mr. Heépsert. $100 million. 

Mr. Price. Yes. 

Mr. Hésertr. About $100 million. 

Admiral Frcureter. I would think pretty close to it. These things 
cost a lot of money. 

Mr. Hésertr. We recognize that. But it would have been about 
a $100 million contract. 

Admiral Fecureter. I don’t thir’. it would have been one contract, 
I think it would have been a suceussion. 

Mr. Héserr. Mr. Price perlaps—— 

Mr. Price. The reason it would be such a large contract would be 
because it entailed a great deal of research and development, before 
you developed the reactor. 

Admiral Frecutreter. That is correct, sir. 











Mr. Price. So you are not buying just one reactor. It is a program. 


Mr. Héserr. It ends up in a contract. 

Mr. Price. That is right. 

Mr. Héperr. Now, Admiral, where are your offices for General 
Electric ? 

Admiral Fecutreier. Here in Washington. 

Mr. Héperr. You remain here in Washington all the time, except 
of course for trips to the plants, I assume? 

Admiral Fecureter. I am here pretty much of the time, yes, sit. 

Mr. Héserr. Well, you are sort of a listening post, then, for General 
Electric? 

Admiral Fecuterer. In a manner of speaking, yes, sir. 

Mr. Hésert. In Washington ? 

Admiral Frecutreter. Yes, sir. 

Mr. Hésert. And you pass along the knowledge that you pick up 
in Washington here, with your connections and your contacts, pas 
them along to General Electric. That is essentially your job, isn't 
it? 
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Admiral Frecuteter. That is one aspect of it. 

Mr. Héserr. Well, how big an aspect of it? 

Admiral Frcnrerer. I would guess about a quarter of it. For 
example, last week I attended a division conference in California. 
This was for the purpose of resolving some purely internal matters 
within the company. 

You see, the General Electric Co. has over 100 different semi- 
autonomous operating departments, and sometimes it is difficult to 
pull them together in a common endeavor. 

Mr. Héserr. But you remain here in Washington for the better 

art of the time. You maintain your office here? 

Admiral Frecureter. That is right, yes, sir. 

Mr. Hésert. The General Electric Co. office. 

Now, in your financial arrangement with General Electric, you 
said you retired at 65. 

Mr. Courtney. Must retire. 

Mr. Hépserr. Does your employment with General Electric also 
carry a retirement plan ? 

Admiral Frouterer. Yes, that is correct. In my case it will be a 
very modest one. 

Mr. Hérerr. I know. But I mean you come under the retirement 
plan of General Electric. 

Admiral Fecureter. That is correct. 

Mr. Héeert. But you have only 5 years’ service with them. You 
went to them at age 60 and you have to retire at age 65; is that 
correct ? 

Admiral Fecureter. That is correct. 

Mr. Hésert. So you would have just 5 years. 

Admiral Frcurecer. As a matter of fact, it will be 4 years and 4 
months. 

Mr. Héserr. Will that affect your plan at all? You don’t have 
to have 5 years’ service, is that it? 

Admiral Frecureter. No. 

Mr. Hépert. Not like the Government civil service. 

Admiral Frcureter. No, sir. 

Mr. Héserr. I mean the retirement. 

I don’t have any further questions. Any members of the committee 
have further questions ? 

Mr. Gavin. No, other than to observe, Mr. Chairman, it appears 
that the admiral isn’t any different from any other admirals or gen- 
erals that have appeared before us. They seek his knowledge, and 
he is sort of a managerial director, to guide them. And he under- 
stands the ramifications of the Department of Defense and the Penta- 
gon, and they seek his information, as to coordinating their whole 
setup and giving them guidance and direction on the problems that 
ey is confronted with, or General Electric is confronted 
with. 

That is about it, isn’t it, Admiral ? 

Admiral Fecuteier. Yes, sir. 

Mr. Gavin. So that is about, I would say—it is like all the other 
admirals and generals that have appeared before us. 

Mr. Héserr. Except in this one respect, Mr. Gavin; Admiral Fech- 
teler has been very open in saying what he is expected to do. 
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Mr. Gavin. We are pleased to have his testimony. I have a very 
high regard for the very distinguished record of the gentleman, over 
a long period of years in the Department of the Navy. 

Admiral Fecureter. Thank you, sir. 

Mr. Hepert. Anything further? 

Mr. Courtney, do you have anything further ? 

Mr. Courtney. I don’t want to labor the point, Admiral, but so we 
will be entirely clear on the record—— 

Admiral Fecureier. Yes. 

Mr. Courtney. The discussions with respect to the gas-cooled pro- 
posal, let’s call it that. Don’t accept my word. You phrase it any 
way you choose, and to conform to the facts as you understand them, 
But the meeting of July, the two meetings of July which you dis- 
cussed are related to a proposal of a method which might accomplish 
a — in weight by the use of a gas cooling system; isn’t that 
right ? 

Admiral Frcurerer. That was the opinion of the General Electric 
experts who drew it up. i 

Mr. Courtney. So this was an idea, then, on paper ? 

Admiral Frecureter. That is correct. 

Mr. Courtney. And if the idea was accepted as feasible on the tech- 
nical representations that are made, then it would still have to be 
proved in hardware? 

Admiral Fecutreter. Oh, absolutely. 

Mr. Courrney. So that you ranltntt go directly from this discus- 
sion into a gas-cooled reactor. You would first have to prove the idea 
in the materials, isn’t that right ? 

Admiral Frecutexer. That is correct. And you would have a very 
extensive program of research and development. 

Mr. CourrNry. So then you would be leading into what might be 
trial and error in the actual performance of the idea in metals, or 
material; isn’t that right ? 

Admiral Fecurecer. That is correct. 

Mr. Courtney. I just wanted to be clear about that. 

Mr. Hésert. Anything—— 

Mr. Gavin. I haven’t anything. 

Mr. Héserr. Any further questions? 

Mr. Price. No. 

Mr. Héserr. Thank you very much, Admiral. I appreciate your 
appearance here this morning. 

dmiral Fecureter. Thank you, sir. 

Mr. Hézert. The committee will recess subject to call of the Chair. 

For the benefit of the record, during the next call of the committee, 
the staff will then—if I may use a military term—regroup what has 
been brought to the attention of the committee here. 

Mr. Courtney. Recoup, here. 

Mr. Hépserr. Recoup. [Laughter.] 

And at such time as it appears necessary to hear further witnesses, 
and if we do decide to hear further witnesses, we will call a meeting of 
the committee. 
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In the meantime, then, the staff will evaluate the testimony and begin 
preparations of its report and any suggestions for legislation that the 
committee will agree upon. 





Thank you, Admiral. 

The committee stands recessed subject to call of the Chair. 
(Whereupon, at 11:27 a.m., the subcommittee adjourned, to recon- 
| vene at the call of the Chair.) 
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